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•JTY  Court  House,    ) 
Mt..    York,  July  9,  1879.  J 

The  Committee  met  pursuant  to  adjournment  and  was 
called  to  order  by  the  Chairman. 

Present :  All  the  members  of  the  Committee  except  Mr. 
Wadsworth. 

Mr.  Sterne — A  quantity  of  information  was  asked  for  from 
Mr.  Eutter  and  Mr.  Vilas,  which  they  were  to  furnish  to  the 
Committee  at  the  beginning  of  the  present  session.  I  should 
like  to  know  whether  that  information  is  forthcoming? 

The  Chairman — Mr.  Depew  or  Mr.  Eutter,  have  you  the  in- 
formation you  were  asked  to  produce  ? 

Mr.  Eutter — I  have  the  principal  part  of  it. 

The  Chairman — Will  you  hand  it  in,  please  ? 

Mr.  Eutter— It  is  not  in  shape  to  hand  in ;  it  is  in  shape  of 
memoranda  that  I  can  testify  from. 

Mr.  Sterne— Have  you  the  memoranda  that  was  furnished 
you? 

Mr.  Eutter — Yes,  sir  ;  I  have  the  preliminary  memoranda. 

J.  H.  Butter  recalled  : 

The  Witness — "Q.  How  much  have  jou  paid  the  Mer- 
chauts  Despatch  Transportation  Company  for  the  year  1878,  as 
earnings  on  one  of  their  cars  per  month  ?  '  A.  We  paid  them 
for  car  mileage  during  the  year  1878,  $233,290.41. 

"  Q.  How  many  cars  have  they  on  your  road ;  how  much 
have  you  paid  them  for  use  of  the  cars  and  how  much  for  per- 
centages and  commissions  ?"  A.  The  total  number  of  cars  in 
service  during  1878,  was  3,196,  and  the  amount  paid  for  use  of 
the  cars  was  $233,290.41,  and  there  was  paid  for  commissions 
$155,814.14. 

"  Q.  Give  what  said  Merchants  Despatch  Transportation 
Company  have  received  from  the  New  York  Central  and  Hud- 
son Eiver  Eailroad  Company  for  the  past  two  years  ?"  A. 
The  commissions  paid  for  two  years  ending  April  30,  1879) 
were  $336,569.79 ;  the  amount  of  car  earnings  during  the  same 
time  were  $455,110.26. 
91 
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"Q.  How  mu(33  did  the  elevator,  referred  to  in  your  testimony 
cost,  that  is  leased  by  the  New  York  Central  &  Hudson  Eiver 
Railroad  Company ;  how  much  is  the  rent  ?  "  A.  The  elevator 
cost  $504,601.92 ;  the  rent  is  a  percentage  of  the  receipts  of 
the  elevator  for  elevating,  and  varies  according  to  the  business 
done ;  in  regard  to  the  cost  of  this  elevator,  I  would  state  there 
is  another  elevator  included  in  the  lease  which  is  not  fully 
completed,  at  least  it  is  not  entirely  paid  for  ;  and  therefore 
the  amount  represented  here  is  not  included  in  the  cost ;  you 
also  added  to  your  question,  "  what  did  the  land  cost  on  which 
such  elevator  is  situated";  that  question  we  find  impossible,  to 
answer  ;  the  elevator  and  the  land  that  it  stands  upon,  has  a 
large  number  of  tracks  which  it  is  necessary  to  have  as  an 
approach  to  the  elevator,  and  for  the  storing  of  cars  while 
awaiting  the  unloading  and  after  being  unloaded,  all  of  which 
belongs  to  the  elevator ;  now  if  you  wish  to  know  just  what 
the  piece  of  land  upon  which  the  elevator  itself  stands,  without 
regard  to  these  other  matters,  cost,  we  could  probably  make 
an  estimate  of  it. 

By  Mr.  Sterne  : 

Q.  Can't  you  state  the  whole  cost  of  the  elevator,  the  land, 
and  the  tracks  thereon,  and  all  the  appliances  to  make  the 
elevator  a  working  machine,  cost?  A.  I  think  an  estimate 
might  bo  made  of  it,  but  a  large  property  was  bought,  and  I 
fancy  it  would  be  somewhat  difficult  to  give  the  exact  cost, 
but  an  estimate  might  be  made  of  it. 

Q.  You  didn't  state  in  answer  to  the  question  of  the  rental 
received  by  the  New  York  Central  &  Hudson  River  Railroad, 
how  much  in  money  they  received  ?  A.  No ;  it  is  involved  in 
another  question  that  you  have  asked. 

Q.  And  it  is  answered  further  on  ?  A.  It  will  be  answered, 
not  from  this  memorandum,  but  from  another;  I  have  answered 
this  by  saying  that  the  rent  is  a  percentage  of  the  receipts  of 
the  elevator,  and  varies  according  to  the  business  done. 

"  Q.  Will  you  give  us  the  total  amount  of  your  freight  traffic 
over  the  New  York  Central  &  Hudson  River  Railroad  from 
and  beyond  the  western  termini  of  the  road  to  and  beyond 
New  York  and  all  points  east  of  Albany  and  Troy?  "  A.  For 
the  year  ending  September  30,  1878,  the  tonnage  of  freight 
from  and  beyond  the  western  termini  of  this  road  to  New  York 
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and  beyond  was  1,551,782  tons  exclusive  of  live  stock,  oil  and 
coal;  and  to  and  beyond  Albaay  and  Troy  was  1,582,221  tons 
with  the  same  inclusion  ;  total  tonnage  for  the  fiscal  year  of 
1878  : 

Live  stock 479,961  tons. 

Oil 423,850      " 

Coal ; 846,908      " 

"  Q.  Will  you  give  us  the  total  amount  of  your  freight  traffic 
on  the  New  York  Central  &  Hudson  Kiver  Eailroad  from  New 
York  and  east  thereof  and  from  Albany  and  Troy  to  and  be- 
yond the  western  termini  of  the  road  ?"  A.  For  the  year  end- 
ing September  30,  1876,  the  tonnage  from  New  York  to  and 
beyond  the  western  termini  of  the  road  was  240,312  tons,  and 
from  Albany  and  Troy  205,755. 

By  Mr.  Sterne  : 

Q.  Let  me  ask  you  one  question  in  parenthesis  there  ;  in 
giving  the  total  traffic  in  that  way,  don't  you  give,  practically, 
double  the  quantity,  because  you  give  the  same  traffic  again 
from  Albany,  or  is  that  an  independent  traffic  coming  from 
the  east  ?  A.  The  questions  here  seemed  to  be  very  ex- 
plicit, and  we  have  endeavored  to  answer  the  questions  just  as 
they  are  asked,  all  the  way  through ;  I  think  some  of  the  in- 
formation has  been  duplicated  by  reason  of  the  duplicate  ques- 
tions. 

Q.  For  instance,  you  gave  me  here,  two  tonnages,  one  from 
New  York  and  the  other  from  Albany  ;  does  the  Albanj'  ton- 
nage include  part  of  the  New  York  tonnage  ?  A.  This  last  an- 
swer includes  the  tonnage  from  New  York  and  east  thereof,  and 
from  Albany  and  Troy  to  and  beyond  the  western  termini  of 
the  road  ;  now,  in  the  previous  question  you  have*  asked  me  if 
I  would  give  you  the  freight  traffic  over  the  New  York  Central 
&'  Hudson  Eiver  Eailroad  from  and  beyond  the  western  ter- 
mini of  the  road  to  and  beyond  New  York  and  all  points  east 
of  Albany  and  Troy. 

Q.  Does  the  tonnage  from  east  of  Albany  and  Troy  mean 
tonnage  that  comes  from  Boston  and  the  New  England  States '? 
A.  Certainly,  anything. 

"Q  "Give  us  the  total  freight  traffic  of  the  road?"  A.  The 
total  number  of  tons  of  freight  moved  by  the  company  for  1878 
was  7,424,218. 


"  Q.  Give  the  total  tonnage  and  earnings  from  all  local  sta- 
tions to  and  beyond  all  Western  terminal  stations  ?"  A.  The 
books  of  the  company  are  not  kept  in  such  manner  as  will  en- 
able this  information  to  be  given. 

By  Mr.  Sterne  : 

Q.  Can't  be  given  at  all  ?  A.  No,  sir ;  then  you  ask  "  from 
all  Western  terminal  stations  to  all  stations,"  and  the  answer 
is  the  same,  and  "from  all  local  stations  to  New  York  and 
east  thereof;"  the  answer  is  the  same. 

"  Q.  From  New  York  to  all  local  stations  in  the  State  ?"  A- 
The  answer  is  the  same. 

"  Q.  From  all  local  stations  to  local  stations,  including  all 
other  than  the  foregoing  ?"     A.  The  answer  is  the  same. 

*  By  Mr.  Sterne  : 

Q.  Your  answer  to  these  various  questions  is  substantially 
that  you  cannot  give  us  the  local  traffic  of  the  New  York  Cen- 
tral and  Hudson  Biver  Bailroad,  done  within  this  State  ?  A. 
Not  what  you  term  local  traffic. 

Mr.  Depew — It  is  a  difference  in  nomenclature. 

Q.  Can  you  what  you  term  local  traffic  ?  A.  Yes,  sir ;  we 
have  substantially  given  it  in  these  answers. 

Q.  That  is  the  nearest  approach  you  can  make  to  it?  A. 
Yes,  sir. 

"  Q.  What  proportion  of  the  through  passenger  traffic  is  done 
on  the  drawing  room  and  sleeping  cars,  and  what  proportion 
on  your  ordinary  cars  ?"  A.  It  is  impossible  to  give  this  in- 
formation, the  railroad  company's  fare  being  the  same  whether 
in  ordinary  or  other  cars. 

By  Mr.  Sterne  : 

Q.  You  are  the  traffic  manager  of  the  passengers  as  well  as 
the  freight.     A.  Yes,  sir. 

Q.  You  say  you  cannot  tell  from  the  returns  made  by  Mr. 
Wagner,  under  his  contract,  how  many  of  your  through 
passengers  travel  on  sleeping  cars  and  drawing  room  cars  as 
compared  with  the  number  of  passengers  that  travel  in  your 
ordinary  cars  ?     A.  We  cannot. 
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Mr.  Depew — You  will  find  there  is  no  such  return  called 
for  in  the  contract. 

Q.  Mr.  Wagner  is  to  pay  to  the  New  York  Central  &  Hud- 
son River  Railroad  25  per  cent,  of  the  amount  of  his  receipts  ? 
A.  I  have  handed  you  the  contracts,  which  I  have  testified 
once  before  that  I  had  not  read. 

Q.  Assuming  that  the  contract  contains  a  clause  that  he  is 
to  pay  25  per  cent,  of  his  receipts,  does  he,  or  does  he  not, 
make  returns  in  detail,  stating  the  number^  of  passengers  that 
he  carries  ?  A.  I  will  state  that  the  contract  does  not  call  for 
that ;  Mr.  Depew  has  just  told  me  so,  and  that  is  sufficient. 

Q.  I  am  asking  you  for  a  fact ;  does  or  does  not  Mr.  Wag- 
ner make  returns  to  the  New  York  Central  Railway  in  detail 
of  the  number  of  passengers  that  are  carried  in  his  drawing 
room  cars  and  sleeping  cars  ?     A.  No,  he  don't. 

Q,  How  does  he  make  the  payment  of  the  25  per  cent.  ?  A. 
Did  I  say  there  was  any  25  per  cent.  ? 

Q.  Does  Mr.  Wagner  make  any  payment  to  the  New  York 
Central  &  Hudson  River  Railroad  Company  ?  A.  I  refer  you 
to  the  contracts  for  that  information. 

Q.  Do  you  know  the  drawing  room  car  contract  is  in  exist- 
ence ;  a  sleeping  car  contract  has  been  entered  into,  a  new  one ; 
if  there  is  any  new  drawing  room  car  contract,  you  have 
not  furnished  it ;  now,  as  to  the  contract  which  expired  Janu- 
ary first,  1879 ;  did  Mr.  Wagner  furnish,  under  that  contract, 
any  detailed  statement  to  the  New  York  Central  &  Hudson 
River  Railway  Company,  as  to  the  number  of  passengers  that 
were  carried  in  his  drawing  room  cars  and  inhifc  sleeping  cars? 
A.  I  have  testified  once  before,  and  I  have  made  an  explanation 
to  the  Committee,  that  I  had  not  read  those  contracts;  they 
never  had  come  under  my  jurisdiction,  and  I  knew  nothing 
about  any  accounts  that  had  ever  been  made  between  the 
company  and  Wagner  ;  I  have  produced  what  I  believe  to  be 
all  the  contracts  that  are  or  have  been  in  existence  during  the 
period  called  for. 

Q.  Then,  you  don't  know — is  that  your  answer — whether  or 
not  he  furnished  any  statements,  whether  he  paid  any 
money  under  that  contract,  or  whether  those  statements,  if 
any  were  furnished,  were  in  detail  or  not  ?  A.  I  don't  know  ; 
that  settles  it- 
Mr.  Sterne — The  Committee  has  not  been  furnished  with 


§20 

any  existing  contract  for  drawing  room  ears  with  Mr.  Waguer, 
and  as  we  now  discover,  from  Mr.  Depew,  that  the  other  con- 
tract does  not  exist,  why  I  assume  that  the  Committee  should 
have  that  information  as  to  what  the  existing  contract  for 
drawing  room  cars  is,  from  Mr.  Wagner  ;  there  is  one  which 
nominally  expired  January,  1st,  1879 ;  in  the  absence  of  any 
other  contract,  we  assume,  that  that  contract  still  subsists, 
and  in  that,  the  amount  which  Mr.  Wagner  is  to  pay  to  the 
railroad  company  of. the  receipts  by  him,  is  25  per  cent.;  there 
is  an  agreement  between  the  New  York  Central  &  Hudson 
Eiver  Eailroad  Company  and  Webster  Wagner,  dated  October 
30,  1875 ;  takes  effect  November  1,  1875,  and  expires  Novem- 
ber 1,  1885,  in  relation  to  sleeping  cars  ;  that,  the  Committee 
has  had  furnished  to  it,  and  this  was  subsequently  assigned,  as 
I  understand  it,  to  the  New  York  Sleeping  Car  Company, 
whatever  that  may  be. 

The  Chairman — There  is  a  new  contract  ? 

Mr.  Steene — No  contract  which  in  terms  covers  the  drawing 
room  car  arrangement  of  the  present  day. 

By  the  Chairman  f 

Q.  Has  there  been  any  contract  made  on  that  subject  since 
the  1st  of  January  ?  A.  I  believe  I  have  produced  every  con- 
tract that  exists,  or  has  existed  in  the  past,  during  the  time 
called  for  by  Mr.  Sterne's  memorandum. 

Q.  There  is  no  written  contract  for  the  drawing  room  cars 
subsequent  to  the  1st  of  January,  1879  ?  A.  I  have  testified 
on  several  occasions  that  I  know  nothing  about  the  contracts 
with  the  New  York  Central  Sleeping  Car  Company  or  Webster 
Wagner ;  I  promised  to  produce  all  such  contracts,  and  they 
were  handed  to  me,  and  I  believe  that  you  have  everything 
that  there  is  in  the  shape  of  a  contract. 

Q.  Do  you  know  upon  what  terms  his  drawing  room  cars 
are  run  ?  A.  I  only  know  in  a  general  way,  and  I  would 
rather  not  testify  ;  if  you  wish  me  to  testify  upon  that  point, 
give  me  a  memorandum,  and  I  will  produce  you  a  correct  an- 
swer ;  I  really  could  not  tell ;  I  have  never  had  anything  to  do 
with  that  matter,  and  I  never  took  the  trouble  to  enquire. 

By  Mr.  Sterne  : 

Q.  If  there  was  any  such  contract,  who  would  have  that 
knowledge  ?     A.  I  would  not  undertake  to  answer  that. 
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Q.  Who  is  the  New  York  Central  Sleeping  Car  Company  ; 
do  you  know  ?     A.  I  only  know  Mr.  Wagner. 

Q.  Is  he  an  officer  of  it?     A.  Yes,  sir. 

Q.  Who  are  the  other  officers?     A.  I  don't  know. 

Q.  When  was  that  organized  ;  do  you  know  ?     A.  No. 

Mr.  Sterne— Mr.  Depew,  will  you  furnish  the  contract  under 
which  the  drawing  room  cars  are  managed  ? 

Mr.  Depew— I  think  that  this  contract  covers  the  whole ; 
if  it  does  not,  I  will  furnish  whatever  may  be  deficient. 

The  Witness—"  Q.  What  is  the  extent  of  your  local  traffic 
as  compared  with  your  through  traffic ;  divide  this  up,  as  you 
were  requested  to  divide  the  freight  traffic ;  that  is,  consider- 
ing Albany  and  Buffalo  local  instead  of  through  points?"  A. 
I  took  that  question  to  refer  to  passeDger  business. 

Mb.  Sterne — It  was  not  intended  to  refer  to  passenger 
business. 

The  Witness — It  does  not  state  what  local  traffic  you  want- 
ed, but  from  the  latter  part  of  the  question  I  took  it  to  be  pas- 
senger business  ;  we  divide  our  traffic  into  two  classes — way 
and  through,  calling  the  through  traffic  that  passing  over  the 
entire  line  of  the  road,  the  balance  being  way ;  under  this  di- 
vision the  through  traffic  was  1|  per  cent,  of  the  passengers, 
and  the  way  traffic  H8f  per  cent. 

Q.  Could  you  answer  the  same  question  as  to  the  freight  ? 
A.  We  could  in  our  way,  certainly. 

Q.  In  your  own  way  ?  A.  Yes,  sir ;  we  have  given  all  the 
figures ;  and  it  was  stated  at  the  time  that  these  questions  were 
asked,  and  when  we  had  some  discussion  upon  it,  that  if  we 
would  give  these  figures,  you  would  ascertain  what  you  wanted 
from  it  yourselves. 

Q.  Do  the  figures  that  you  have  already  given  enable  us  to 
ascertain  that,  as  to  freight  ?     A.  I  believe  they  do ;  yes. 

"  Q.  Has  the  Merchants  Despatch  Transportation  Company 
since  1874,  furnished  you  any  cars  to  take  the  place  of  those 
that  are  worn  out?"  A.  None  have  worn  out,  consequently 
none  have  been  furnished. 

The  Witness — Mr.  Sterne  says  :  "  We  want  from  Mr.  Rut- 
ter,  a  statement  of  the  amount  of  rebates  paid  within  the  past 
three  years  to  the  Standard  Oil  Company,  Charles  Pratt  &  Co., 
to  Bostwick  and  others,  who  shipped  under  the  Standard  Oil 
contract,  or  Standard  Oil  arrangement ;  also  to  furnish  the  same 
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statement  as  to  drawbacks  paid  those  various  parties  under 
the  Standard  Oil  arrangement  within  the  past  three  years,  and 
as  to  overcharges  ?"  I  find  it  difficult  to  answer  this  question 
exactly,  as  Mr.  Sterne  puts  it,  for  the  reason  that  we  were  pay- 
ing drawbacks,  rebates  and  overcharges  to  various  parties 
without  knowing  whether  they  belonged  to  the  Standard  Oil 
Company  or  not ;  I  therefore  made  a  list  of  amounts  paid  by 
the  New  York  Central  &  Hudson  Eiver  Eailroad  Company 
to  the  Standard  Oil  Company  and  others,  from  July  1,  1876,  to 
July  1, 1879,  the  three  years  called  for  ;  the  first  item  is  draw- 
backs, which  drawbacks  were  open  to  all  shippers: 

J.  A.  Bostwick $5,863  83 

Standard  Oil  Co.. 66,574  95 

Charles  Pratt  &  Co.,  nothing. 

The  Acme  Oil  Co 77,802  95 

The  Pioneer  Oil  Co 1,133  59 

The  Kejstone  Oil  Co 11,673  35 

The  Boston  Kefiners'  Line b!>,367  00 

Hanna,  Chapin  &  Co 7,898  80 

Brown  Brothers ....  558  GO 

Schofield,  Shumer  &  Teagle 208  97 

C.  H.  Dauchy ;  6,171  50 

Kerr  &  Doubleday 1,796  05 

C.  L.  Moorhead 11  40 

Merriman,  Morgan  &  Co  . . .    153  25 

C.  M.  Everett 4,585  S8 

Backus  Oil  Co 10  00 ' 

Strain  &  Beynolds, 9,947  19 

Forest  City  Varnish  &  W.  Co 30  54 

Conigan  &  Co 11,6  17 

American  Lubricating  Co .    235  88 

W.  H.  Doan 589  91 

Durant  &  Co 18U  46 

Dudley  &  Co 990  47 

W.  H.  Jones   68  05 

Q.  Is  that  a  very  long  list  still  ?  A.  It  is  about  four-aud- 
a-half  times  as  long. 

Q.  Then,  you  might  as  wed  furnish  the  information  to  the 
Committee  as  it  is,  without  reading  it  off?  A.  I  cannot  tell 
you  who  of  these  parties— all  of  them— belong  to  the  Standard 
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Oil  Company ;  we  dealt  with  the  parties  separately,  and  in 
order  to  give  you  the  information  you  ask,  I  propose  to  give 
you  all  that  we  paid. 

Q.  Well,  precisely  ;  hand  that  in?  A.  That  will  render  it 
necessary  to  read  nine  or  ten  names  more  ;  then  read  them 
all  three  times  over. 

Q.  Assuming  that  they  appear  in  the  shape  of  drawbacks 
again  ?  A.  Yes ;  a  drawback  which  we  paid  to  all  shippers ; 
and  the  next  column  will  show  the  rebate  that  we  paid  to  all 
shippers. 

Q.  And  the  third  column  will  show  what?  A.  The  third 
column  will  show  the  amounts  that  were  paid  to  J.  A.  Bost- 
wick,  the  Standard  Oil  Company  and  the  Acme  Oil  Company 
for  terminal  facilities,  as  provided  in  the  contract  which  you 
have,  and  another  column  will  show  the  amounts  of  over 
charges. 

Q.  And  will  the  same  names  appear  again  in  the  over- 
charges ?  A.  Nearly  every  time,  they  will  in  the  next  column, 
and  three  of  them  would  appear  in  the  next,  and  about  six  or 
eight  in  the  last. 

Q.  Put  it  in  asjt  stands?     A.  Put  the  paper  in?  ' 
Q.  Yes.     A.  I  prefer  to  put  it  in  as  testimony,  because  it  is 
covered  with  memoranda  which  is  made  for  my  own  informa- 
tion; I  don't  intend  to  put  in  this  papersas  testimony. 

Q.  Go  on.     A.  J.  L.  Thompson,  Son  &  Co ... .  $715  48 

To  the  Boston  and  Albany  Bailroad  for  S.  Ger- 
man &  Co. ;  Downer  Keroseue  Oil  Company ; 
Honnewell  &  Co. ;  Kidder,  Vaughn  &  Co. ; 
Pierce  &  Canterbury;  Oriental  Oil  Com- 
pany; Maverick  Oil  Company;  Casson, 
Sprague  &  Co.}  Coburn  &  Co 33,342  44 

I  will  add  that  these  are  all  Boston  shippers,  and  it  was  cus- 
tomary for  us  to  settle  with  the  Boston  &  Albany  Kailroad, 
and  they  settled  with  the  parties  direct : 

The  Star  Oil  Company $293  90 

Lortz,  Holme  &  Adams 88  31 

Morse,  Tuller  &  Potter 891  70 

B.  W.  &  O.  Bailroad  for  sundry  shippers 157  35 

G.  W.  Bunney 1,563  11 

Comstock  Brothers 156  00 

92 
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The  next  is  the  rebate  column,  which  rebate,  was  open  to 
all  shippers  : 

J.  A.  Bostwick $30,772  01 

The  Standard  Oil  Company 47,801  34 

The  Acme  Oil  Company 40,178  50 

Pioneer  Oil  Company . .  756  53 

Keystone  Oil  Company 6,929  85 

The  Boston  Kefiners'  Line 687  75 

Hanna  Chapin  Company 5,323  53 

C.  H.  Dauchy 82  79 

Fairfield,  McCreery  &  Co 5  01 

Kerr  &  Doubleday 471  94 

Backus  Oil  Company . . . . : 28  33 

Strain  &  Beynolds 216  22 

Forest  City  Varnish  &  W.  Company 602  35 

Conigan  &  Co 202  53 

W.  H.  Doan 43  01 

J.  M.  Honnewell 165  29 

Downer  Kerosene  Oil  Co 89  34 

Boston  &  Albany  Railroad  Company  for  S. 
Jenny  &  Co.,  The  Downer  Kerosene  Oil 
Company ;  Honnewell  &  Co.;  Kidder, Vaughn 
&  Co.;  Pierce  &  Canterbury ;  Oriental  Oil 
Company ;  Maverick  Oil  Company ;  Casson, 

Sprague  &  Co. ;  Coburn  &  Co   20,676  60 

Lortz,  Holmes  &  Adams 166  10 

J.  L.  Englehart  &  Co 2,218  17 

For  terminal  facilities  provided  at  New  York  by 
the  Standard  Oil  Company  under  their  con- 
tract : 

J.  A.  Bostwick 67,901  70 

The  Standard  Oil  Company 114,623  45 

The  Acme  Oil  Company 2,404  74 

Oyerchabges. 


These  overcharges  are  caused  by  errors  of  agents  in  way- 
billing  in  excess  of  the  agreed  rate  or  of  the  capacity  of  the 
tanks.       Very  often  when  rates   were   changed,   the   agents 
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failed  to  receive  advices  of  them,  and  the  oil  would  be  over- 
charged : 

J.  A.  Bostwick $11,223  41 

Standard  Oil  Co 845  88 

Ohas.  Pratt  &  Co 76  40 

The  Acme  Oil  Co 145  95 

The  Pioneer  Oil  Co 313  00 

The  Boston  Kefiners' Line 602  00 

Kerr  &  Doubleday 146  12 

Merriman,  Morgan    &  Co 2  64 

Forest  City  Yarnish  &  W.  Co 135  34 

Young  &  Co. ...... , 12  75 

Downer  Kerosene  Oil  Co 148  14 

The  Boston  &  Albany  E.  R.  for  sundry  shippers.  279  37 
The  Troy  &  Boston  B.  R.  for  sundry  shippers. . .  23  t)5 
Providence  &  Worcester  R.  R.  for  sundry  ship- 
pers                  23  29 

The  Delaware  &  Hudson  Canal   Co.   for  sundry 

shippers 14  00 

H.  &  A.  Brooks   10  27 

I  was  likewise  asked  "to  furnish  the  Committee  with  amounts 
that  have  been  paid  by  the  New  York  Central  &  Hudson 
River  Railway  to  Mr.  Eastman  and  others  as  cattle  eveners 
from  the  time  of  the  commencement  of  the  cattle  evening  con- 
tract until  its  expiration."  During  the  time  specified,  there 
was  paid  to  T.  C.  Eastman  and  to  Eastman,  Allerton  &  Morris, 
by  the  New  York  Central  &  Hudson  River  Railroad  Co. — 
that  is  to  say  its  proportion — $351,396.70. 

"  We  want  also  the  amount  paid  by  the  New  York  Cen- 
tral &  Hudson  River  Hailroad  Company  to  Whitney  & 
Twnmbly  or  Twombly,  for  elevating  services,  covering  the 
Buffalo  elevator  as  well  ?"  The  amount  paid  to  this  firm 
of  Whitney  &  Twombly  and  Twombly  is  under  a  contract  by 
which  they  were  to  carry  out  a  certain  contract  which  existed 
between  the  railroads  and  +he  Produce  Exchange  in  regard  to 
certain  storages  and  lighterage  ;  this  money  which  is  paid  to 
them,  is  shared  by  the  western  roads. 

Q.  Do  you  mean  the  payment  is  shared,  or  the  receipt  is 
shared  ?  A.  The  payment  is  shared  in  this  manner  :  a  cer- 
tain sum  is  deducted  from  the  rate  before  pro  rating,  and  in 
that  manner,  every  western  road  shares  in  the  amount  paid  to 
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the  elevator  in  New  York  ;  I  am  obliged  to  approximate  at  the 
amount  paid  by  the  New  York  Central ;  assuming  that  it  has 
paid  of  the  total  amount,  42  per  cent.,  which  would  make 

Q.  Forty-two  per  cent,  is  the  pro  rata  rate  from  Chicago  to 
New  York  ?  A.  No ;  the  average  pro  rata ;  I  have  made  it  on 
an  average. 

Q.  The  average  pro  rata,  at  a  point  west  of  Chicago  ?  A. 
No ;  I  will  explain ;  we  have  two  pro  rata  divisions  from 
Chicago  which  would  average  46  per  cent. ;  one  by  way  of  the 
Lake  Shore,  and  the  other  by  way  of  the  Michigan  Central, 
the  Great  Western,  or  Canada  Southern. 

Q.  You  mean  you  get  46  per  cent,  on  the  freight  charge 
from  Chicago  ?     A.  Yes,  sir. 

Q.  How  much  from  Kansas  City  ?  A.  From  St.  Louis,  we 
get  88  per  cent.,  and  I  have  made  an  average  between  the 
two  ;  it  would  be  impossible  for  me  to  give  it  to  you  accu- 
rately. 

Q.  That  is  for  the  haul  from  Buffalo  to  New  York  ?  A. 
Yes,  sir ;  we  have  paid,  as  our  proportion  of  this  sum, 
$^90,389.60. 

By  the  Chairman  : 

Q.  During  what  period?  A.  From  January,  1877,  to  and 
including  June,  1879. 

The  Witness — You  also  add,  '  covering  the  Buffalo  elevator 
as  well ; "  we  paid  nothing  to  the  Buffalo  elevator ;  "  Also  the 
amounts  received  by  the  New  York  Central  &  Hudson  River 
Railroad  under  the  lease  from  Whitney  &  Twombley,  since 
the  contract  has  been  in  force.  The  same  information  as  to 
receipts  from  and  payments  to  Twombley  individually,  since 
the  death  of  Mr.  Whitney."  As  to  payments  to  Twombley,  I 
have  already  testified  upon  that  point ;  from  January  18,  1877, 
to  and  including  June,  1879,  Whitney,  and  Whitney  & 
Twombley,  and  Twombley  have  paid  $447,783.11,  as  rent  of 
the  New  York  elevator. 

By  Mr.  Sterne  : 

Q.  What  was  the  average  rate  per  barrel  at  which  you 
carried  for  the  Standard  Oil  Company  during  last  year,  deduct- 
ing therefrom  all  rebates,  overcharges,  and  Jevery  other  draw- 
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back  that  reduced  the  rate— the  net  rate?  A.  I  don't  think  I 
can  give  you  the  average,  I  might  give  you  the  rates. 

Q.  Give  me  the  lowest  rate  last  year;  I  don't  want  to  ask 
you  this  year,  for  I  am  informed  that  for  a  special  reason  of  a 
business  character  you  do  not  want  to  give  that?  A.  For  the 
year  1878,  is  that  what  you  want? 

Q.  Tes  ;  the  year  1878  ?  A.  I  think  I  have  it  here  in  my 
memorandum  book  ;  I  don't  know  as  I  have. 

Q.  Before  the  Pipe  liue  came  into  operation  ?  A.  Exactly  ; 
I  understand  what  you  mean  ;  I  cannot  answer  your  question ; 
I  find  I  have  no  memorandum  of  the  rates  of  1878. 

Q.  Can't  you  approximate  it  ?  A.  I  would  not  like  to  do  it 
from  memory. 

Q.  Will  you  send  the  Committee  the  rates  ?     A.  Yes,  sir. 

Q.  The  lowest,  average  rate  and  the  highest  rate  ?  A.  I 
will  give  all  the  rates  ;  the  rates  that  existed  during  the  year. 

Q.  To  the  Standard  Oil  Company  ?     A.  Yes,  sir. 

Q.  With  drawbacks  and  everything  deducted,  so  as  to  give 
the  net  rate  ?     A.  I  will  give  the  net  rate. 

Q.  Do  you  -pro  rata  with  the  railways  west  of  you,  for  over- 
weights collected  by  you  ?     A.  Yes,  sir. 

Q.  In  the  same  proportion  that  you  make  them  pay  for 
under  weights  ?     A.  We  do. 

Q.  Messrs.  Whitney  &  Twombly,  according  to  your  state- 
ment, paid  more  money  to  the  New  York  Central  &  Hudson 
Eiver  Railroad  Company  than  they  received  ?  A.  From  the 
New  York  Central  &  Hudson  River  Railroad  Company  ? 

Q.  From  the  New  York  Central  &  Hudson  River  Railroad 
Company  ?     A.  They  did. 

Q.  Then  they  must  receive  moneys  for  elevating,  from  other 
people  ?  A.  I  explained  to  you  the  manner  in  which  the  pay- 
ments were  made ;  that  a  certain  amount  was  deducted  from 
the  rate  before  it  was  pro-rated,  and  that  allowance  covered 
the  performance  of  the  contract  by  Whitney  &  Twombly, 
which  is  something  more  than  elevating,  as,  if  you  have  read 
the  contract,  you  will  discover. 

Q.  Don't  they  get  paid  for  elevating  by  others  thau  the  New 
York  Central  Railroad  ?     A.  No,  sir. 

Q.  They  don't  charge  for  elevating  now  ?     A.  No,  sir. 

Q.  Didn't  they?    A.  No,  sir. 

Q.  Never  ?    A.  Not  that  I  am  aware   of ;  the  contract  with 
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them  on  all  those  points  is  very  explicit ;  what  they  shall  do, 
and  what  they  shall  not. 

Q.  Do  you  know  anything  about  who  does  the  stevedoring 
at  your  wharf?  A.  No  ;  there  don't  any  one  do  any  stevedor- 
ing for  us,  if  you  mean  by  stevedoring  the  loading  of  ships. 

Q.  Loading  of  ships  ?  A.  We  have  nothing  to  do  with  load- 
ing ships. 

Q.  Ships  coming  to  your  wharf  can  be  stevedored  or  laden 
by  any  stevedore  they  see  fit  to  employ  ?     A.  Certainly. 

Q.  Such  is  your  impression  ?     A,  Yes,  sir. 

Q.  Aud  if  a  contrary  arrangement  actually  exists,  it  is  an 
abuse  ?  A.  Well,  let  me  understand  what  you  mean  by  steve- 
doring ? 

Q.  Loading  vessels  coming  to  your  wharf  for  cargo — a  mixed 
cargo  ?     A.  They  load  it  themselves. 

Q.  They  are  permitted,  so  far  as  your  orders  are  concerned, 
to  employ  whatever  stevedore  to  load  their  vessels  that  they 
see  fit  ?    A.  With  general  merchandise  ? 

Q.  Yes  ?     A.  Yes,  sir. 

Q.  Is  there  any  distinction,  where  stevedore  work  is  done  by 
some  one  else,  ?  A.  I  don't  know  what  you  mean  by  stevedor- 
ing— the  loading  of  grain  ? 

Q.  No,  that  is  elevating ;  but  even  the  loading  of  grain  may 
be  stevedoring  if  it  is  in  bags  ?  A.  The  ships  do  that  them- 
selves, to  the  best  of  my  knowledge. 

Q.  So  far  as  you  are  concerned,  and  your  orders  are  con- 
cerned, the  ships  are  permitted  to  employ  their  own  stevedore 
without  let  or  hindrance  ?    A.  Yes,  siu. 

Mr.  Stebne — I  offer  in  evidence  this  statement  show- 
ing the  contributions  made  by  the  towns,  villages  and  cities 
and  counties  of  the  State  to  the  railways  of  this  State,  and,  in 
so  far  as  those  amounts  represent  the  indebtedness  of  those 
various  villages,  counties  and  towns  of  the  State  for  railway 
purposes  from  the  1st  of  June,  1875,  and  at  the  present  day, 
from  the  answers  received  to  letters  addressed  to  the  County 
Treasurers  of  the  State. 

Mr.  Depew — I  object  to  the  offer  as  being  partial  and  in- 
complete. The  offer  does  not  show  how  much  stock  and  bonds 
are  held  now  by  the  cities  and  towns  as  an  offset  to  this  indebt- 
edness and  as  an  asset  which  represents  the  amount  which 
they  have  paid. 
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The  Chairman — Mr.  Depew,  the  objections  you  raise  here 
seem  to  be  well  taken,  and  if  the  statements  of  this  exhibit 
offered  in  evidence  is  so  amended4that  it  shall,  upon  its  face, 
include  the  donations  and  investments  as  well,  you  will  have 
no  objections  to  it? 

Mr.  Depew— None  whatever. 

Mr.  Sterne-  -We  will  seek  to  have  that  amended  in  that 
way. 

The  Chairman — By  amending  this  caption,  so  as  to  read  as 
follows  :  "  Contributions  in  aid  of  railroads  by  donation  and 
investment  in  stocks  and  bonds  by  the  cities,  towns  and  vil- 
lages of  the  State  of  New  York." 

(Received  in  evidence,  and  marked  Exhibit  No.  1,  July  9th, 
1879.) 

Mr.  Sterne — Now,  I  further  offer  a  letter  from  Comptroller 
Olcott,  showing  the  contribution  by  the  State  to  the  Delaware 
&  Hudson  Canal  Company.  At  that  time  it  was  not  a  railway 
company. 

The  Chairman — Is  there  any  objection  to  that  letter  of 
Comptroller  Olcott  ? 

Mr.  Depew — This  seems  to  have  been  merely  a  loan  of  the 
credit  of  the  State  to  the  Delaware  &  Hudson  Canal  Com- 
pany, which  was  paid,  principal  and  interest,  by  the  company; 
we  have  no  objection  to  that. 

(Received  in  evidence  and  marked  Exhibit  No.  2,  July  9th, 
1879.) 

George  T.  Bahh,  sworn. 

By  Mr.  Sterne  : 

Q.  Were  you  connected  with  the  Erie  Railway  Company  at 
any  time  ?  A.  I  was  during  the  time  between  the  1st  of  Octo- 
ber, 1872,  and  May,  1878. 

Q.  In  what  capacity  were  you  connected  with  it  ?  A.  When 
I  first  went  to  the  road  I  was  an  assistant  to  the  engineer- 
ing inspector,  until  the  month  of  January,  1873 ;  at  that 
time  I  was  placed  in  charge  of  the  repairs  and  construction 
of  the  Erie  property  in  the  city  of  New  York  and  at  the 
termini  in  New  Jersey  of  the  Erie  Railway ;  I  retained  that 
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position  until  the  1st  of  July,  1873,  at  which  time  I  was 
appointed  the  General  Storekeeper  and  Inspector  of  Supplies 
for  the  Railway,  and  retained  that  office  until  the  following 
May,  1874,  when  the  office  was  abolished,  and  I  closed  up  my 
account,  spending  some  two  months  in  that  business  ;  subse- 
quently, on  the  14th  of  July,  Mr.  Jewett  was  elected  Presi- 
dent, and  shortly  after  that,  under  his  direction,  I  prepared  a 
report  giving  a  history  of  the  Supply  Department  for  the  pre- 
vious ten  years ;  on  the  completion  of  that  report  I  was 
directed  by  Mr.  Jewett  to  take  up  the  subject  of  the  Statutory 
Reports  to  the  States  of  New  York,  New  Jersey  and  Pennsyl- 
vania, and  subsequently  made  that  report  under  his  direction. 

Q.  For  what  years  ?    A.  For  the  years  1874-5-6  and  7. 

Q.  Did  you  make  the  statutory  reports  for  any  other  states 
also  ?    A.  For  the  states  of  Pennsylvania  and  New  Jersey. 

Q.  I  hand  you  the  New  York  State  Engineer's  Report  for 
the  year  1874;  is  that  the  first  one  that  you  made?  A.  That 
is  a  copy  of  the  first  report  made  by  me  under  Mr.  Jewett's 
direction,  to  the  State  Engineer  of  the  state  of  New  York. 

Q.  Do  those  reports,  as  to  the  financial  condition  of  the 
company,  state  that  condition  truly  ?  A.  The  reports  that  I 
made  to  the  State  Engineer  of  the  state  of  New  York,  under 
Mr.  Jewett's  direction,  during  those  four  years,  are  misleading 
to  the  public  in  three  particulars  ;  in  the  first  instance,  in  re- 
gard to  the  debts  of  the  company  ;  in  the  second  instance,  in 
regard  to  the  cost  of  the  road  and  equipment ;  in  the  third  in- 
stance, in  regard  to  the  tables  headed  "  Earnings  and  Cash 
Receipts  and  Payments";  in  those  three  particulars. 

Q.  How  is  that  report  misleading  as  to  the  debt?  A.  The 
heading  of  the  form  which  is  copied  in  this  report  is  "  Stock 
and  Debts  ;  "  of  course,  the  expression  used  there,  "  Debts,"  as 
I  understand  it,  covers  every  debt ;  the  debts  are  subdivided  in 
the  body  of  the  report,  into  funded  and  floating  debt ;  the  expres 
sion  used  in  the  report,  as  I  have  it  here,  copied  from  the  form, 
is,  "total  amount  now  of  funded  debt,  forty-five  millions  odd  ;  " 
that  is  correct,  I  believe  ;  the  next  expression  is  "The  Floating 
Debt  as  per  last  Report,"  which  is  quoted  ;  following  that  the 
expression  "  the  amount  now  of  floating  debt  consisting  of  loans 
and  bills  payable  $J,552,2u3.34,"  and  following  that  is  the 
statement  that  the  total  amount  now  of  funded  and  floating 
debt — the   expression  "  floating  debt "  in  this  sentence  being 
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not  qualified— is  given  at  $48,129,017.34 ;  now,  the  report  is 
misleading  in  the  statement  of  the  floating  debt,  and  confining 
it  to  the  terms  "Loans  and  Bills  Payable,"  for  I  conceive  that 
there  are,  outside  of  those  two  terms,  debts  of  the  company, 
which,  taking  the  spirit  aud  letter  of  the  report,  belong  in 
there,  and  should  have  been  reported  there. 

Q.  What  was  the  amount  of  the  indebtedness  at  that  time, 
which  was  not  reported  ?  A.  So  far  as  my  recollection  serves 
me  upon  the  balance  sheet,  which  was  given  me  by  the  Au- 
ditor at  that  time 

Mb.  Sterne — Judge  Shipman,  your  Auditor,  was  snbpoened 
to  bring  those  balance  sheets ;  has  he  brought  them  ? 

Mr.  Shipman — I  don't  think  he  is  here. 

Q.  Go  on.  A.  In  order  to  make  this  statement,  I  had  a  copy  of 
the  official  balance  sheet  of  the  30th  of  September,  1874,  and  in 
that  balance  sheet  there  was  stated  the  amount  of  the  loans  at 
a  sum  which  I  do  not  recall,  the  amount  of  the  bills  payable 
of  a  sum  which  I  do  not  recall,  but  the  sum  of  which  two  fig- 
ures amounted  to  $2,552,203.34,  which  is  stated  here ;  in  ad- 
dition, there  was  an  item  in  the  general  balance  sheet  called 
"Bills  Audited,"  which  represented,  as  I  understood  at  the 
time,  directly  from  the  Auditor,  the  bills  or  claims  made  upon 
the  company,  which  had  passed  the  scrutiny  of  his  office,  and 
were  legitimate  liabilities,  and  were  liable  to  be  paid  at  any 
time  after  they  had  passed  that  scrutiny. 

Q.  What  was  their  amount  ?  A.  The  amount  of  that  was, 
the  amount  of  these  bills  audited,  as  given  iii  that  balance 
sheet,  $2,664,687.97,  making  the  aggregate  of  the  floating  debt 
as  I  understood  it  then  and  understand  it  now,  $5,216,890.61. 

Q.  Instead  of  the  amount  as  there  reported  ?  A.  ■  Instead  of 
the  amount  as  it  is  reported. 

Q.  Were  there  any  other  elements  of  indebtedness  left  out 
from  -that  report,  other  than  the  bills  audited  ?  A.  The  bills 
audited  at  that  date  I  believe — and  I  now  speak  from  conversa- 
tion with  Mr.  Little,  the  auditor,  at  that  time — embraced  all 
the  items  of  liability  outside  of  the  loans  and  bills  payable ;  I 
think  subsequently  they  may  have  been  divided  into  other  ac- 
counts, but  at  that  time  I  think  that  that  represented  the 
whole  group  with  one  exception,  and  that  would  be  the  account 
against  individuals  and  companies ;  that  did  not  appear  in  a 
93 
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form  in  which  we  could  put  it  in  ;  I  don't  remember  whether  it 
was  a  debit  or  credit. 

Q.  What  was  the  difference  between  the  amount  of  actual 
floating  debt  existing  at  that  time  and  the  amount  of  floating 
debt  as  reported  ?  A.  The  difference  would  be  just  the  amount 
of  these  bills  audited,  two  million  six  hundred  and  sixty-four 
thousand  dollars  odd. 

Q.  Had  you  any  conversation  with  the  officers  of  the  corpo- 
ration about  that  ?  A.  At  the  time  I  prepared  this  report  of 
1874,  of  September  30th,  1874,  under  Mr.  Jewett's  directioD,  I 
called  his  attention  to  this  whole  subject  of  floating  debt ;  I 
was  given  the  order  to  prepare  the  report  in  the  month  of 
November  and  in  a  conversation  I  had  with  him  at  that  time 
on  the  subject,  I  called  his  attention  to  the  fact  that  the  reports 
of  the  Erie  Eailway  had  been  very  severely  criticised,  and  it  was 
my  desire,  as  I  believed  it  was  his,  to  make  this  report  critically 
correct,  so  that  there  should  be  no  ground  for  cavil,  and  I 
think  he  agreed  with  me  in  that  proposition,  and  it  was  in  that 
spirit  that  T  approached  the  work,  and  I  endeavored  to  make 
it  critically  correct ;  the  report  is  made  up  of  a  great  variety  of 
items  ;  many  of  those  items  there  can  be  no  dispute  about ;  I 
derived  my  information  for  the  report  by  addressing  letters  in 
the  name  of  the  President,  to  the  different  heads  of  the  depart- 
ments with  whom  this  matter  was  filed  and  received  from  them, 
answers  to  those  letters  embodying  the  necessary  information ; 
in  order  to  get  the  funded  and  floating  debt,  I  addressed  a  let- 
ter to  Mr.  Little,  the  Auditor,  who  has  the  books  of  the  com- 
pany, to  which  he  made  a  reply  and  early  in  January  he  gave 
me  this  copy  of  the  balance  sheet  of  the  30th  of  September, 
1874. 

Q.  You  are  talking  about  January,  1874,  now  ?  A.  I  should 
say  January,  1875  ;  the  report  is  30th  of  September,  1874  ;  it 
was  early  in  January,  1875  ;  early  in  January,  1875,  I  took 
this  balance  sheet  in  to  him  and  said  in  regard  to  this 
question  of  floating  debt,  it  seemed  to  me,  that  there 
was  a  point  which  it  was  very  desirable  to  have  thoroughly 
understood,  and  I  asked  him  the  question  at  that  time, 
what  he  considered  to  be  floating  debt  of  the  company ;  he 
replied,  after  some  deliberation,  that  it  consisted  of  the 
loans  and  bills  payable,  and  asked  me  what  I  regarded  as 
the  floating  debt ;  referring  to  the  table,  the  printed  form 
headed  "  Stock  and  Debts,"  I  told  him  that  in  my  estimation 
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the  word  "  debts,"  after  taking  out  the  funded  debt,  covered 
everything  else  that  was  not  funded ;  every  obligation  of  the 
company  of  whatever  nature,  that  was  on  the  books  of  the 
company,  acknowledged  to  be  an  obligation ;  he  dissented 
from  that  opinion,  and  we  had  some  discussion  upon  that  point ; 
subsequently  to  that,  the  discussions  relative  to  this  subject 
were  taken  up  from  day  to  day,  during  a  period  of  something 
over  two  weeks. 

Q.  With  Mr.  Jewett?  A.  With  Mr.  Jewett ;  I  saw  him  sev- 
eral times  on  the  subject ;  I  did  not  profess  to  be  an  expert  in 
those  matters,  but  it  was  my  desire  to  have  him  represent  the 
thing  as  it  seemed  to  me,  it  should  be  represented  from  the 
books ;  I  finally  suggested  to  him,  in  orJer  that  there  should 
be  no  cavil  on  the  points  which  he  had  made,  that  is,  upon  the 
question  of  how  he  viewed  the  floafing  debt;  I  suggested  to 
him  the  form  of  expression  which  is  contained  in  this  report — 
the  amount  now  of  floating  debt,  consisting  of  lopns  and  bills 
payable  ;  I  said  to  him  :  Then  everybody  would  know  what  the 
amount  of  floating  debt  was  ;  I  said  it  because  he  signed  the 
report ;  I  suggested  to  him  at  the  same  time,  as  there  were  others 
who  took  perhaps  my  view  of  it,  that  it  would  be  well  to  make  a 
notation  at  the  bottom  of  the  page,  and  state  there  the  amount 
of  the.-e  bills  audited,  a  d  then  those  persons  who  did  not  agree 
with  him  in  his  definition  of  floating  debt,  but  took  the  view 
of  it  that  I  did,  would  have  the  whole  thing  before  them,  and 
they  could  select  any  amounts  that  they  pleased,  there  it  was  ; 
he  neither  consented  nor  objected  directly  to  that,  but  still 
objected  to  the  point  that  I  made  that  these  bills  audited 
should  be  included  ;  I  then  took  this  ground — — 

Q.  Without  going  over  the  discussions — I  don't  want  to  in- 
terrupt you — but  without  going  further  into  the  details,  what 
did  Mr.  Jewett  finally  conclude  as  to  your  suggestion  to  put 
in  a  note  that  part  of  the  floating  debt  which  represented 
the  bills  audited  ?  A.  I  prepared  the  report  with  the  note, 
and  I  submitted  it  to  him,  and  he  directed  that  the  note  should 
be  taken  out ;  two  days  after  he  sent  for  me  and  directed  that 
the  note  should  be  put  in,  saying  that  he  thought  I  was  cor- 
rect ;  three  days  after  that,  he  sent  for  me  and  told  me  to  take 
it  out,  and  I  took  it  out,  and  in  that  form,  with  the  note  out, 
as  it  is  here,  it  was  signed  and  sent  to  the  State  Engineer. 

[Recess.] 
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Q.  CoL  Balch,  vou  prepared  the  report  of  1875?  A.  I 
did. 

Q.  Will  you  look  at  it,  please  (handing  report  to  witness);  is 
the  same  fact  true  of  that  report  as  you  have  testified  to  in  re- 
lation to  the  report  of  1874 — that  it  does  not  give  the  whole  of 
the  floating  debt  of  the  company  in  that  year  ?  A..  That  is  the 
fact ;  that  it  does  not  give  it ;  it  is  framed  on  precisely  the 
same  plan  as  the  one  of  1S74,  in  this  regard. 

Q.  Now,  do  you  remember,  sir,  what  the  floating  debt  of  the 
Erie  Railway  Company,  September  30, 1875,  was  in  point  of 
fact  ?     A.  I  don't  recollect. 

Q.  Is  there  anything  contained  in  this  statement,  which  is 
in  your  handwriting,  which  will  enable  you  to  refresh  your 
memory  upon  that  point  ?  A.  If  you  have  the  report  of  Mr. 
Jewett  for  the  30th  of  September,  1876,  I  can  identify  it,  I 
think,  by  that  report  which  is  printed. 

Q.  The  report  of  Mr.  Jewett  to  the  stockholders  ?  A.  To 
the  stockholders  ;  yes,  sir ;  in  order  to  get  at  the  amount  of 
the  floating  debt  of  the  Erie  Railway  Company,  under  the  Re- 
ceivership, for  the  year  ending  September  30,  It 75,  we  take 
the  annual  report  of  H.  J.  Jewett,  Receiver  of  the  Erie  Rail- 
way Company  to  the  Board  of  Directors  for  the  year  ending 
September  3<Jth,  1876 ;  on  page  40,  there  is  a  statement,  en- 
titled, '•  Statement  No.  12" — "Comparative  Statement  of  the 
Floating  Debt,  June  1,  1875,  to  September  30,  1876 ;"  and  the 
footing  of  the  floating  debt  in  the  statement  of  the  30th  of 
September,  1876,  is  given  at  $3,853,080.71. 

Q.  How  is  that  arrived  at '?  A.  That  is  a  plain  statement 
made  on  the  page  here  :  that  is  for  13711 ;  we  are  after  1875. 

Q.  Yes  ?  A.  Xow,  if  we  turn  to  page  36  of  this  report,  we 
have  the  expression  at  the  head  of  the  page — "  This  amount 
has  been  expended  as  follows,  namely":  referring  to  a  certain 
amount  on  page  35,  which  is  to  be  accounted  for,  and  the 
first  item  on  page  36  is  redaction  of  the  floating  debt ;  refer- 
ring to  the  reduction  for  the  year  ending  30th  of  September, 
1876;  the  item  is  given  at  $123,994.65  ;  of  course,  if  the  debt 
has  been  reduced  during  tne  year  by  that  amount,  and,  as  by 
the  table  on  page  40,  it  is  on  the  30th  of  September,  1876, 
§3,853,080.71,  the  two  added  together  must  necessarily  give 
the  floating  debt  on  the  30th  of  September,  1875. 
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Q.  And  that  was  then  how  much  ?  A,  Adding  those  two 
together  w«  have  $4,277,075.36. 

Q.  As  against  how  much  reported  ?  A.  In  the  Report  for 
1875  the  expression  is,  "  The  amount  now  of  the  floating  debt, 
consisting  of  loans  and  bills  payable,  $1,42  1,641.83"— the  dif- 
ference is  $2,85"),4  S3.53. 

Q.  Do  you  recognize  this  statement  (showing  pamphlet  to 
witness);  it  is  a  statement  made  to  the  Directors,  December  10, 
1874,  by  Mr.  Jewett,  as  President  of  tbe  Erie  Railway  Com- 
pany ?  A.  I  recognize  this  as  one  of  the  official  papers  of  the 
Company;  the  Statement  of  H.  J.  Jewett,  President  of  the 
Erie  Radway  Company,  to  the  Board  of  Directors,  December 
10th,  1874. 

Mr.  Sterne — Judge  Shipman,  Tou  admit  that  to  be  the 
printed  copy  of  the  statement,  do  you  ? 

Mr.  Shipman — I  presume  so. 

Q.  Is  this  misleading  statement,  as  to  the  amount  of  the 
debt,  also  embodied  in  that  statement  ?  A.  I  can't  say  of  my 
personal  knowledge  that  the  statement  here  which  I  may  read 
in  regard  to  the  floating  debt  is  a  misstatement,  because  the 
expression  used  is  "  floating  debt,"  and  I  have  no  balance 
sheet  to  compare  with  it ;  the  balance  sheet  for  the  10th  of 
December,  1874  (if  called  for),  would  show  whether  there  was 
any  difference  between  the  floating  debt — made  up  of  the  items 
that  I  have  recited  as  being  the  ones  th;it,  I  think,  ought  to 
be  included  in  the  floating  debt — and  the  amount  given  here 
as  floatiug  debt. 

Q.  What  does  that  state  ?  A.  On  page  5  of  the  statement  of 
"  H.  J.  Jewett,  President  of  the  Erie  Railway  Company,  made 
to  the  Board  of  Directors  December  10th,  1874,"  it  says  : 
"  On  the  1st  of  July  the  floating  debt  of  the  company  was 
$2,344,298.74  ;  on  the  1st  of  .the  present  month  (that  is,  De- 
cember, 1874),  it  was  $1,521,015.02,  showing  a  reduction  by 
payments  to  that  date,  out  of  the  earnings,  of  $8^3,283.72, 
which  has  since  been  further  reduced  in  the  sum  of  $100,000, 
leaving  as  the  present  debt  the  sum  of  $1,421,015.02. 

Q.  The  figures  there  do  not  correspond  with  the  actual 
debt,  as  ascertained  September  30th,  1874,  do  they  ?  A.  It 
would  not  necessarily  correspond,  because  they  were  different 
dates. 

Q.  Would  be  very  much  below  that,  including  the  audited 
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bills?  A.  I  have  shown  that  on  the  30th  of  September  of 
that  year  the  floating  debt  was  fifty-two  hundred  thousand 
dollars  and  odd ;  and  it  is  shown  that  on  the  1st  of  December 
(two  months  after)  it  was  one  million  five  hundred  and  twen- 
ty-one thousand  and  odd. 

Q.  Now,  will  you  look  at  the  statement  of  floating  debt  con- 
tained in  the  report  of  1875,  or  rather  the  statement  of  debt 
contained  in  the  report  of  1876,  and  state  whether  or  not  that 
is  misleading  (handing  witness  State  Engineer's  Report  for 
1876)  ?  A.  In  the  Engineer's  Report  for  1876  of  the  Erie  Rail- 
way Company,  under  the  receivership,  the  amount  now  of 
floating  debt,  consisting  of  loans  and  bills  payable,  is  given  at 
$1,159,060.46. 

Q.  What  was  the  actual  indebtedness  of  the  Erie  Railway 
Company  in  the  way  of  floating  debt  at  that  time  ?  A.  In  the 
annual  report  of  H.  J.  Jewett,  Receiver  of  the  Erie  Rail- 
way Company,  to  the  Board  of  Directors,  for  the  year  ending 
30th  September,  1876,  in  the  genera!  report  of  Mr.  Jewett — 
in  the  body  of  the  general  report,  at  page  10,  under  the 
general  head  of  "  Floating  Debt,"  this  sentence  occurs  :  "  The 
floating  debt  of  the  company  has  been  reduced  in  the  sum  of 
$974,621.44  since  the  appointment  of  the  Receiver ;"  that 
amount  is  taken  from  the  table  on  page  40,  being  "  Statement 
No.  12 — Comparative  Statement  of  the  Floating  Debt  June 
1st,  1875,  to  September  30th,  1876,"  that  June  1st,  1675,  be- 
ing a  few  days  after  the  receivership  ;  the  receivership  was  the 
26th  of  May  ;  the  financial  statements  commenced  a  few  days 
after ;  and  the  decrease  as  stated  in  this  statement  made 
between  these  two  periods  is  $974,621.44. 

Q.  Upon  the  basis  of  what  amount  of  floating  debt  ?  A.  It 
agrees  with  what  I  read  on  the  10th  page  :  therefore  I  infer 
from  that  Mr.  Jewett  accepts  this  statement  of  the  floating 
debt  as  a  correct  statement ;  now  in  this  statement  of  the 
floating  debt  under  the  head  of  September  30th,  1876,  the  sum 
totalis  given  at  $3,853,080.71. 

Q.  Is  that  your  full  answer  to  that  question  as  to  1876?  A. 
I  believe  so ;  the  question  is — 

Q.  In  what  respect  the  statement  of  the  State  Engineer  is 
misleading  ?  A.  I  have  given  the  official  statements  of  the 
debt. 

Q.    Does     that     statement    reveal    the     amount    of    un- 
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paid  interest,  either  as  part  of  the  funded  or  floating  debt  ?  A. 
So  far  as  we  can  judge  from  the  items,  it  does  not. 

Q.  What  was  that  amount,  about?     A.  In  1876? 

Q.  Well,  during  the  period  of  the  receivership  ?  A.  Well, 
I  could  not  give  from  memory  anything  more  than  a  general 
statement ;  that  can  be  arrived  at  from  the  documents  in  some 
other  way  better  than  my  memory. 

Q.  Well,  was  it  the  full  interest  on  the  funded  debt  ?  A. 
Not  the  full  interest ;  certain  portions  of  the  interest  on  the 
funded  debt  were  paid  under  the  receivership  ? 

Q.  About  nine  million  dollars,  wasn't  it  ;  that  is  upon 
$9,000,000  of  principal — the  first  five  mortgages?  A.  The 
first  five  mortgages  were  paid  whatever  that  may  be — I  think 
they  amounted  to  about  $13,000,000 ;  I  am  not  positive  upon 
that  point. 

Q.  Let  me  hand  you  the  report  of  1877  of  the  State  En- 
gineer and  Surveyor ;  in  what  respect  is  the  statement  con- 
tained therein  misleading  as  to  debt  ?  A-  This  is  the  Report 
of  the  State  Engineer  for  the  year  1877  -30th  of  September  ; 
"the  amount  now  of  floating  debt  is  given  at  $1,887,216.11 ;"  for 
some  reason  which  I  am  not  aware  of  the  qualifying  clause  as 
to  what  the  floating  debt  is  made  up  of  is  not  entered  in  here. 

Q.  So  that  that  has  not  even  the  clause  as  to  what  make  up 
the — ?  A.  Has  not  the  qualifying  clause  that  the  other  re- 
ports have  ? 

Q.  Stating  that  the  amount  is  made  up  from  bills  payable 
and  loans  ?  A.  And  loans  ;  it  simply  says  "  the  amount  now 
of  the  floating  debt." 

Q.  Now  what  was  the  actual  amount  of  the  floating  debt 
then  ?     A.  I  cannot  recall  it  from  memory. 

Q.  Have  you  any  data  there  to  give  it  to  you  ?  A.  This  will 
probably  give  it  (referring  to  book) ;  from  a  report  made  by 
Mr.  Little,  the  auditor,  to  Mr.  Jewett,  sometime  in  December ; 
the  date  I  cannot  give  from  memory  ;  he  reports  the  floating 
debt  in  precisely  the  same  form  that  it  is  given  in  Statement 
No.  12,  on  page  40,  of  Mr.  Jewett's  Report  for  the  30th  of  Sep- 
tember, 1876  ;  and  the  items  in  Mr,  Little's  report  so  referred 
to,  as  the  floating  debt,  on  the  30th  of  September,  1877,  are  as 
follows  : 

Bills  payable $736,216  11 

Loans  payable . 1,151,000  00 
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The  sum  of  those  is  $1,887,216.11,  which  agrees  with  the  re- 
port to  the  State  Engineer ;  in  addition  Mr.  Little  gives  the 
following  items  : 

Bills  audited  (old  Acct.) $23,602  77 

Vouchers  audited 1,040,268  03 

Pay  rolls,  including  the  September  rolls 522,954  43 

Making  the  total  debt  as  reported  by  the  Audi- 
tor to  the  Receiver  for  the  fiscal  year  ending 

30th  of  September,  1877 3,474,041  24 

Q.  Do  these  additional  items  that  you  have  testified  to  as 
not  appearing  in  that  part  of  the  State  Engineer's  Report  from 
the  year  1874  to  the  year  1877,  inclusive,  appear  in  any  other 
shape  or  in  any  other  form  in  that  report  of  the  State  Engi- 
neer and  Surveyor?     A.  They  do  not. 

Q.  Did  you  make  the  report  of  1878  ?     A.  I  did  not. . 

Q.  Unpaid  interest  continued  from  1875  to  1878,  did  it  not  ? 
A.  Up  to  the  time  that  the  new  road  went  into  operation  and 
the  reconstruction  scheme  took  effect. 

Q.  Was  t)>ere  any  report  made  for  1877  to  the  State  of 
Pennsylvania  ?  A.  I  prepared  the  manuscript  of  a  report  to 
the  Secretary  of  Internal  Affairs  of  the  State  of  Pennsylvania 
for  the  fiscal  year  ending  30th  of  September,  1877  ;  under  the 
law  of  that  State  that  report  had  to  be  in  on  the  1st  day  of 
February  ;  I  had  that  manuscript  prepared  on  an  official  form 
already  at  that  time*  except  the  rilling  up  of  that  portion  of 
the  report  which  was  made  up  from  an  official  balance  sheet ; 
I  found  it  impossible  to  obtain  the  necessary  information  to 
fill  up  that  portion  of  the  report  from  the  Auditor,  and  I  sent 
the  unfinished  manuscript,  with  an  official  letter,  to  Mr. 
Jewett,  reporting  all  the  circumstances  of  the  case,  and  there 
left  it  in  his  hands,  having  complied  (so  far  as  it  was  possible 
for  me  to  do)  with  his  instructions  in  the  matter. 

Q.  It  was  not  made  up,  was  it  ?  A.  I  judge  that  the  report 
was  not  made  up,  because  I  found  somewhat  recently  in  look- 
ing over  the  official  report  of  the  Secretary  of  Internal  Affairs 
of  the  State  of  Pennsylvania  on  Railroads  for  the  fiscal  year 
ending  30th  September,  1877,  a  letter  to  the  Attorney  General 
of  the  State  of  Pennsylvania,  reporting  the  Erie  Railway 
Company  as  not  having  made  their  report  for  that  year. 

Q.  In  what  respect  does  the  report  to  be  made  to  the  State 
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of  Pennsylvania  differ  from  that  which  is  made  to  the  State 
of  New  York  ? 

Mr.  Shipman — Is  it  important  to'investigate  in  relation  to 
the  State  of  Pennsylvania  ? 

Mr.  Sterne — I  want  to  show  that  the  law  of  the  State 
of  Pennsylvania  requires  a  balance  sheet,  which  the  law 
of  New  York  does  not  require ;  and  that  the  application  of  the 
balance  sheet  would  be  to  exhibit  the  actual  condition  of  affairs 
of  that  company,  which  they  desire  to  withhold  from  the  public 
knowledge.  This  witness  is  an  expert  upon  that  matter,  as  he 
was  employed  by  the  Erie  Eailway  Company  for  the  purpose 
of  making  up  these  reports. 

Mr.  Shipman  —The  point  of  my  objection  is  now  that  he  says 
that  we  didn't  make  any  report  to  the  State  of  Pennsylvania. 
Suppose  we  did  not,  that  is  not  a  duty  that  the  Legislature 
of  the  State  of  New  York  has  imposed  upon  us — to  report  to 
the  State  of  Pennsylvania ;  and,  I  respectfully  submit,  it  has 
nothing  to  do  with  the  inquiry  here ;  it  is  a  matter  entirely 
foreign  to  the  jurisdiction  of  this  Committee. 

'Ihe  Chairman — He  asks  him  simply  the  question  whether 
the  laws  of  Pennsylvania  require  a  balance  sheet. 

Mr.  Sterne — That  is  all. 

The  Chairman — Let  him  answer  the  question ;  it  is  not 
strictly  within  the  rule. 

Q.  Does  the  law  of  Pennsylvania  require  a  balance  sheet  ? 
A-  I  am  not  prepared  to  answer  the  question  whether  the  law 
requires  it,  but  I  will  say  that  the  form  sent  to  the  Receiver's 
office,  for  that  year,  had  printed  in  it  the  form  of  balance  sheet, 
with  specific  notes  as  to  how  it  should  be  filled  up  ;  whether 
that  was  in  accordance  with  law  I  am  not  prepared  to  say. 

Q.  Is  this  the  form  required  by  the  State  of  Pennsylvania 
(showing  witness  book)?  A.  This  is  one  of  the  forms,  similar 
to  that  one  which  I  stated  I  filled  up  partially. 

Q.  Now  put  your  finger,  please,  upon  that  part  of  the  form 
which  requires  the  balance  sheet,  and  I  will  put  that  in  evi- 
dence ?  A.  The  balance  sheet  required  by  this  form  will  be 
found  on  pages  15  and  16  of  the  form. 

Q.  Does  that  differ  from  the  form  that  had  previously  been 
used?     A.  It  does. 

Q.  In  what  particular  ?  A.  In  that  particular  of  the  balance 
sheet. 

Mr.  Sterne — I  offer  these  pages  15  and  16. 
94 
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1879.") 

Q.  Had  you,  previous  to  that  time,  made  up  the  reports  of 
Pennsylvania  ?  A.  I  prepared  the  report  for  1876  and  1875, 
September  30th. 

Q.  Was  that  without  a  balance  sheet  ?  A.  Without  a  bal- 
ance sheet. 

Q.  Did  that  substantially  agree  with  the  reports  as  you 
prepared  them,  for  the  State  of  New  York  ?  A.  Substantially  ; 
there  are  minor  differences. 

Q.  In  what  other  particulars  does  that  differ  from  the  report 
required  by  the  laws  of  New  York,  under  which  you  made  up 
your —    A.  You  mean  the  Pennsylvania  form  ? 

Q.  Yes ;  under  which  you  made  up  your  statement  to  the 
State  Engineer  ?  A.  The  Pennsylvania  form  requires  that  the 
funded  debt  shall  be  set  out  in  detail,  showing  the  amount  of 
each  loan,  and  interest  paid  on  it,  and  when  it  falls  due ;  some 
details  of  that  kind  in  which  the  New  York  report  is  deficient ; 
it  also  (if  my  recollection  serves  me,  without  referring  to  the 
report)  distinguishes  between  common  and  preferred  stock  :  in 
the  form  for  1877  (which  the  Chairman  of  the  Committee  has) 
there  are  some  more  elaborate  questions  in  regard  to  the 
companies  whose  cars  run  over  the  road. 

Q.  These  fast  freight  lines,  and  things  of  that  sort?  A.  East 
freight  lines,  palace  car  companies,  and  some  things  of  that 
sort ;  giving  much  more  elaborate  information. 

Q.  Is  it,  on  the  whole,  much  more  searching  and  thorough 
than  the  one  to  the  State  of  New  York  ?  A.  Much  more  so 
than  the  State  of  New  York  ;  and  more  so  than  the  one  of  the 
previous  year's. 

Q.  Was  there,  at  any  time,  a  report  made  to  the  State  Engi- 
neer and  Surveyor,  under  which  it  appeared  as  though  the  in- 
debtedness incurred  by  the  company  for  due  or  past  due 
coupons,  had  actually  been  paid,  which  never  were  paid  ?  A. 
In  the  reports  of  1876  and  1877,  under  the  third  head  (in  which 
I  stated  the  report  was  misleading),  namely,  earnings,  "and  cash 
receipts  and  payments,"  we  have  a  statement  under  the  general 
head  of  "  payments  other  than/or  construction"  : 

For  interest  on  the  Funded  Debt,  gold $2,879,067  50 

Currency 928,697  00 

Total $3,807,764  50 
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By  Mr.  Shipman  : 

Q.  What  year?  A.  The  year  1877— the  30th  September, 
1877 ;  now,  taking  the  heading  at  its  literal  acceptation— cash 
receipts  and  payments — it  would  appear,  from  this  statement, 
that  there  was  actually  paid  for  interest,  in  gold,  the  amount  I 
have  read ;  and,  in  currency,  the  amount  I  have  read  ;  making 
the  total  three  million  eight  hundred  and  seven  thousand  and 
odd  ;  now,  the  fact  was  that  only  a  portion  of  the  interest  repre- 
sented there  was  paid ;  just  what  amount  was  paid  I  can  only 
approximate  by  saying  that  it  was  the  interest  on  the  first  five 
mortgages  which  we  were  paying  at  the  time,  amounting  to 
thirteen  millions  of  the  funded  debt. 

By  Mr.  Sterne  : 

Q.  $13,000,000  of  principal  ?  A.  Principal  of  the  funded 
debt ;  in  that  respect  this  report,  and  the  report  for  1876 
which  came  after  the  Receivership,  also  is  misleading. 

Q.  In  both  those  reports  it  would  appear  as  though  that 
interest  had  been  paid,  when,  in  point  of  fact,  it  had  not  been 
paid  ?     A.  Only  partially  paid. 

.  Q.  Paid  on  but  $13,000,000  out  of  $56,000,100  ;  is  that  it  ? 
A.  There  is  no  way  of  ascertaining,  from  this  report,  what  was 
paid,  or  on  what  portion  of  the  principal  the  interest  was 
paid. 

Q.  Are  there  any  other  particulars  in  which  this  statement 
of  cash  receipts  and  payments  is  misleading  ?  A.  To  answer  that 
question  it  would  be  proper  to  explain  ;  I  cordd  not  make  the 
explanation  wery  well  from  this  report  without  the  "  form"  ; 
the  form  has  some  notations  which  this  report  does  not 
have. 

Q.  Do  you  mean  the  printed  form  of  the  State  Engineer  ? 
A.  The  printed  form  of  the  State  Engineer's  Report  which  is 
to  be  filled  up. 

Q.  Take  this  printed  form  (handing  witness  paper)  ?  A.  In 
the  printed  copy  (in  the  volume)  all  the  notations  are,  of 
course,  left  out  for  brevity. 

Q.  Take  this  one,  which  is  an  Erie  one  (handing  witness 
another  report)  ?  A.  This  copy — in  pasting  on  these  flies 
they  pasted  them  over  the  very  items  I  wanted  to  refer  to. 

Q.  Here  is  another  ?     A.  This  is  just  as  bad. 
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Q.  Here  is  the  New  York  Central— 1878  ?  A.  To  explain 
this  difficulty  that  I  refer  to,  we  have,  first,  on  page  18  of  the 
form — which  all  the  roads  fill  up — the  heading  "  Earnings  and 
Cash  Receipts  and  Payments  ;  "  the  Earnings  are  first  set  out ; 
then  follows  the  Receipts  (item  second) ;  and,  third,  Payments,- 
other  than  for  Construction ;  and  that  word  "  Payments,"  (of 
course  taking  the  heading  into  consideration),  refers  to  "  Cash 
Payments  "  ;  meaning  thereby  payments  that  have  been  made 
in  cash — indebtedness  which  has  been  incurred  and  absolutely 
paid ;  the  first  item  is  item  98  ;  and  reads  "  For  Transport- 
ation Expenses  ;"  there  is  a  notation  against  that  item  at  the 
bottom  of  the  page  ;  it  says  this  amount — referring  to  the 
transportation  expense  account — this  amount  should  be  the 
grand  total  of  the  recapitulation  table  on  page  17  ;  now  turn- 
ing to  page  17,  we  have  there  the  recapitulation  of  the  trans- 
portation expenses,  made  up  of  the  three  items  of  maintaining 
the  road  bed,  &c,  repairs  of  machinery,  and  operating  the 
road,  and  the  expenditures  under  these  three  heads  are  found 
in  the  preceding  pages,  numbered  14, 15  and  16  ;  at  the  side  of 
page  16,  item  90,  there  is  a  notation,  which  says  :  "  The  above 
statements  on  pages  14,  15  and  16  are  to  be  made  without  refer- 
ence to  sums  actually  received  or  paid  during  the  year ;"  that 
is  to  say,  it  is  simply  a  statement  of  what  it  cost  for  these  par- 
ticular items;  therefore,  under  that  notation  this  item  for 
transportation  expenses,  98  numbered,  does  not  represent  the 
cash  payments  at  all,  but  it  simply  represents  the  amount  of  the 
cost  of  the  transportation  service  ;  in  that  respect  it  is  in  direct 
contravention  to  the  heading  "  cash  payments  ;"  the  report 
stultifies  itself. 

Q.  Well,  do  those  reports,  in  point  of  fact,  which  have  thus 
been  made  by  the  Erie  Eailway  Company  to  the  State  Engi- 
neer and  Surveyor,  stultify  themselves  ?     A.  In  this  regard. 

Q.  To  what  amount?  A.  With  regard  to  all  the  items 
under  this  third  heading  which  I  have  referred  to — payments 
other  than  for  construction. 

Q.  What  do  they  amount  to  in  these  various  reports  ?  A. 
I  have  got  the  New  York  Central  here. 

Q.  Take  the  report  of  1874,  or  take  the  Erie  report ;  tell  us 
what  they  amount  to  there  ?  A.  Under  that  head,  the  pay- 
ments other  than  for  construction,  that  is,  in  taking  the  report 
of  September  30th,  1874,  are  given  at  $18,584,763.15,  the  sum 
total  of  the  payments  under  that  head. 
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Q.  And  in  1875  ?  A.  For  the  year  ending  September  30th, 
1875,  payments  under  this  same  head,  other  than  for  construc- 
tion, $19,030,911.26. 

Q.  In  1876  ?  A.  For  the  year  ending  September  30th,  1876, 
under  the  same  head,  payments,  other  than  for  construction, 
the  gross  amount  is  given  at  $17,769,395.52. 

Q.  1877?  A.  For  the  year  ending  September  30th,  1877, 
under  the  same  head,  payments,  other  than  for  construction, 
the  total  is  §16,736,643.14. 

Q.  You  say  all  these  amounts  are,  in  substance,  misleading  ? 
A.  They  are  misleading. 

Q.  They  should  not  be  under  that  head  of  expenditure  at 
all — cash  payments  ?  A.  I  am  not  prepared  to  say  that ;  they 
don't  represent  the  cash  payments. 

Q.  In  what  other  particulars,  in  relation  to  the  cash  re- 
ceipts and  payments,  if  in  any,  are  the  reports  made  by  the 
Erie  Railway  Company  to  the  State  Engineer  misleading  ?  A. 
I  think  that  my  previous  answers  cover  the  whole  ground. 

Q.  On  that  branch  of  the  subject ;  now,  you  have  stated  a 
third  item  in  relation  to  which  these  reports  are  misleading — 
the  cost  of  road  and  equipment ;  will  you  please  inform  the 
Committee  in  what  particular  the  statement  made  to  the  State 
Engineer  and  Surveyor  by  the  Erie  Railway  Company  in  rela- 
tion to  the  item  of  cost  of  road  and  equipment  is  misleading  ? 
A.  The  cost  of  road  and  equipment  for  any  of  the  years  of  the 
Erie  Railway  reports,  since  1868,  embody  an  item  designated 
in  one  of  the  reports  as  discount  on  bonds,  and  according  to 
my  view  of  it,  that  discount  on  bonds  does  not  represent  any 
labor  or  material,  and  in  that  respect  the  amount  given  under 
that  head  in  the  reports  is  misleading ;  that  report  purports  to 
represent  the  amount  actually  spent  for  labor  and  material 
under  the  specific  heads  given. 

Q.  Now,  I  hand  you  the  report  of  1868  in  which  that  item 
for  the  first  time  appears  ;  what  is  the  amount  of  that  item 
under  the  head  of  cost  of  road  and  equipment  ?  A.  In  the 
annual  report  of  the  Erie  Railway  for  the  fiscal  year  ending 
the  30th  of  September,  1868,  I  find  under  the  head  of  cost  of 
road  and  equipment,  "  Discount  on  sale  of  convertible  bonds, 
&c,  $4,774,220.40." 

Q.  To  what  amount,  to  your  own  personal  knowledge,  did 
that  item  swell  up  to  between  1868  and  1874  ?     A.  In  1873  the 
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the  amount  included  nnder  that  general  head  was  found  to 
amount,  on  the  books  of  the  company,  to  $47,000,000. 

Q.  Which  entered  into  the  construction  account  as  so  much 
additional  labor  expended  upon  the  road  ?  A.  It  was  put  in 
the  amount  of  the  cost  of  road  and  equipment  as  shown  by  the 
State  Engineer's  report. 

Q.  §47,000,000  discounts  on  bonds  ?  A.  That  is  the  general 
heading,  but  there  are  other  items  in  there. 

Q  What  other  items;  any  labor  items;  any  actual  valid 
construction  items  ?     A.  Not  that  I  am  aware  of. 

Q.  What  w ere  the  other  items  that  were  in  that  account? 
A.  A  portion  of  that  is  legal  expenses  ;  another  item  that  I  re- 
member was  suspense  account. 

Q.  All  that  entered  in  the  construction  account — patent 
rights  ?  A.  My  impression  is  there  was  a  small  amount  under 
the  head' of  patent  rights  ;  I  could  not  give  the  amount. 

Q.  Legislative  expenses  under  construction  account,  too  ? 
A.  I  don't  recollect  it  by  that  name. 

Q.  What  did  the  so-called  legal  expenses  amount  to  ?  A. 
As  my  recollection  serves  me,  it  was  about  §900,000. 

Q.  For  what  year?    A  That  I  can't  recall. 

Q.  Won't  your  memoranda  give  you  the  facts?  A.  The 
question  is  the  amount  of  legal  expenses. 

Q.  In  any  one  year  ? 

Mr.  Shipman — T  would  state  to  the  Chairman  of  the  Com- 
mittee, that  this  is  all  on  file  in  the  archives  of  the  State, 
having  been  gone  into  elaborately  in  a  printed  volume.  In 
1874  a  committee  of  the  Legislature  sat  here  three  months  and 
accummulated  all  this  testimony. 

Mr.  Sterne — I  shall  have  that  report  here  for  the  informa- 
tion of  the  Committee. 

The  Chairman — What  is  the  precise  question? 

Mr.  Sterne — It  appears  that  the  construction  account  of 
the  Erie  Bailway,  down  to  1874,  was  swelled  to  the  extent  of 
§47,000,000,  by  discount  of  bonds,  legal  expenses,  the  suspense 
account — and  what  other  items  ? 

The  Witness — And  interest  accounts  ;  various  accounts. 

Mr.  Stekxe — Xow,  my  question  is,  how  much  represented 
legal  expenses  for  the  purpose  of  knowing  what  this  railway 
company  sees  fit  to  put  under  the  head  of  construction 
account ;    we  will    show    to    the    Committee   that    as   part 
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of  tbe  cost  of  the  Erie  Bail  way  Company,  its  franchises  and  its 
equipment  to  the  present,  being  under  the  head  of  construc- 
tion account,  to  the  State  Engineer  and  Surveyor,  of  September 
30th,  1878,  is  included  all  the  discount  on  bonds,  all  the  legal 
expenses  and  all  the  what  not  that  have  been  incurred  from 
1874  to  1878  by  the  Erie  Kail-way  Company. 

Mi-.  Blanchaed — That  is  not  so. 

Mr.  Sterne— "We  will  show  it. 

Q.  Col.  Bulch,  we  will  go  on  with  the  testimony  ;  have 
you  answered  my  question  ?  A.  I  think  you  had  better  repeat 
the  question  now. 

Q.  How  much  of  that  was  represented  by  legal  expenses,  if 
you  know?  A.  For  the  year  ending  September  30th,  1870> 
there  will  be  found  on  the  books  of  the  Erie  Railway  Company, 
charged  up  to  cost  of  construction,  a  charge  headed  legal  ex- 
penses, $891,955.6(i. 

Q.  Have  you  any  items  of  subsequent  years  ?  A.  Nothing 
later  than  1871. 

Q.  Now,  will  you  proceed  to  state  in  what  other  particulars 
the  cost  of  road  and  equipment  does  not  represent  the  actual 
facts ;  now,  beginning  with  1874?  A.  The  cost  of  road  and 
equipment,  as  given  in  the  report  of  September  30th,  1874,  is 
stated  at  $115,075,900.87. 

Q.  Now  who  was  President  at  the  Erie  Eailway  at  the  time 
that  report  was  made  by  you  ?     A.  Mr.  Jewett. 

Q.  And  Mr.  Blanehard  was  then  in  the  administration, 
wasn't  he?     A.  He  was. 

Q.  And  Mr.  Little  Auditor  of  the  company  ?  A.  He  was 
Auditor. 

Q.  And  Mr.  Shipman  counsel  ?     A.  That  I  don't  know. 

Q.  Did  that  item,  as ,  then  reported  as  part  of  the  cost  of 
road  and  equipment,  represent  those  $47,000,000  which  you 
spoke  of  as  discount  ?  A.  Do  I  understand  you  to  ask  me  if 
it  is  in  this  account  ? 

Q.  Yes?    A.  Bis. 

Q.  Take  the  report  of  1875,  now  what  is  the  item  there  of 
cost  of  road  and  equipment  under  the  general  head  of 
franchise  ?  A.  The  general  item  which  embraces  the  47  mil- 
lion odd  is  New  York  &  Erie  Eailroad,  and  Erie  Eailway  and 
its  branches,  in  this  report,  I  think  that  that  word  branches 
— my  impression  is  it  is  a  misprint ;  I  think  in   the  original 
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copy,  it  was  franchises  because  in  all  the  other  reports  the 
word  franchise  goes  through  the  whole. 

Q.  How  much  does  that  represent  ?  A.  The  amount  of  the 
item  which  I  have  just  read  is  $86,308,219.07. 

Q.  How  does  that  differ  from  the  item  of  1874  ?  A.  Only 
by  about — well  not  a  thousand  dollars. 

Q.  Does  that  item  embrace  the  $47,000,000  ?     A.  It   does. 

Q.  And  during  that  time  Mr.  Jewett  was  President  and  Mr. 
Blanchard  in  the  administration,  and  Mr.  Little  Auditor?  A. 
They  were. 

Q.  Now  take  the  report  of  1876. 

Mr.  Blanchard — The  Chairman  ;  I  don't  know  that  there  is 
any  use  of  reading  those ;  we  admit  the  statement  that  so  far 
as  these  errors  came  from  our  preceeding  administration, 
they  go  into  the  books. 

The  Chairman — I  so  understood  Mr.  Shipman. 

Q.  That  has  gone  down  to  1878,  has  it,  under  the  same 
head  ;  look  at  this  report  of  the  State  Engineer  of  1878  (hand- 
ing witness  report)  ?    A.  I  find  in  this  report 

By  Mr.  Shipman  : 

Q.  What  report  is  that  ?  A.  Beport  of  the  Receiver  of  the 
Erie  Railway  for  the  fiscal  year  ending  the  30th  of  September, 
1878,  under  the  head  of  cost  of  road  and  equipment ;  I  find  the 
total  cost  of  road  and  equipment,  the  31st  of  May,  1878, 
$117,633,790.09. 

Q.  Won't  you  give  me  the  date  ?  A.  That  is  the  printed 
item  at  the  bottom — total  cost  of  road  and  equipment,  May 
the  31st,  1878. 

By  Mr.  Sterne  : 

Q.  How  does  that  differ  from  the  year  1674?  A.  In  round 
numbers  it  differs  about  $2,600,000— that  is,  the  report  for 
1878  is  a  little  more  than  two  and  a  half  millions  more. 

Q.  And  is  that  represented  by  actual  construction  account  ? 
A.  I  believe  so,  sir ;  that  is,  actual  expenditures  added  to  the 
account  from  year  to  year. 

By  the  Chairman  : 

Q.  Are  there  any  items  charged  to  construction  account, 


847 

since  1874,  that  do  not  properly  belong  there  ?     A.  I  think 
not,  sir. 

Q.  By  the  present  managers  of  the  road  ?  A.  I  think  since 
1872— well,  I  will  say  the  1st  of  July,  1872,  when  Mr.  Watson 
became  President — from  that  date  great  care,  so  far  as  my 
knowledge  is  concerned,  has  been  exercised  by  the  Auditor  to 
put  nothing  in  the  construction  account  but  what  has  actually 
been  expended  for  those  items. 

Q.  Then  the  errors  in  the  construction  account,  as  reported 
since  1872,  consist  in  carrying  over  the  errors  of  previous  ad- 
ministrations ?  A.  The  form  of  the  report  is  of  that  charac- 
ter that  without  having  a  change  like  a  reorganization  it  would 
seem  to  me  as  if  they  were  obliged  to  carry  this  right  on,  and 
whatever  accounts  Messrs.  Fisk  and  Gould  may  have  put  into 
that  account  they  have  simply  gone  on  with  them  ;  but  from 
the  date  I  mention  there  has  been  no  such  expenses  put  into 
the  account. 

Q.  They  have  borne  the  sins  that  were  visited  upon  them  ? 
A.  Exactly,  because  they  couldn't  help  themselves. 

By  Mr.  Sterne  : 

Q.  Why  do  you  think  they  were  obliged  to  carry  that  on? 
A.  Well,  they  had  no  opportunity  up  to  the  Beceivership  to 
make  any  change. 

Q.  Hadn't  they  control  of  the  books  ?     A.  I  think  so. 

Q.  Couldn't  they  have  made  the  construction  account  actu- 
ally what  the  construction  was?  ?  A.  I  am  not  prepared  to  say 
what  measures  they  could  or  could  not  have  taken  under  the 
law ;  I  only  know  the  absolute  fact  that  the  accounts  were 
carried  on  in  that  way  in  good  faith. 

Q.  Have  you  examined  the  account  that  is  represented  or 
■  will  be  represented  by  the  cost  ot  franchise  and  railway  for 
the  New  York,  Lake  Erie  &  Western,  under. the  report  of  1878  ? 
A.  I  have  not,  particularly. 

Q.  Then  you  are  not  prepared  to  state  as  to  what  appears 
there  under  the  head  of  franchise  ?  A.  Well,  I  can't  tell  with- 
out seeing  what  expressions  are  used ;  I  haven't  seen  the 
report  to  examine  it. 

Q.  Were  the  two  million  and  a  half  dollars  of    Beceiver's 
bonds  issued  during  your  stay  in  the  office  ?     A.  I  had  nothing 
to  do  with  those  financial  transactions ;  I  could  answer  in  a 
95 
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general  way  that  I  believe  they  were ;  I  knew  that  the  Eeceiver 
issued  certificates ;  what  the  amount  was  I  can't  say. 

Q.  Are  there  any  other  particulars  in  which  that  part  of  the 
report  is  misleading  ?  A.  Speaking  of  the  cost  of  road  and 
equipment  ? 

Q.  Yes.  A.  Under  the  circumstances  when  you  take  into 
consideration  the  fact  that  the  Erie  Eailway  went  into  the 
hands  of  a  Eeceiver,  on  the  26th  of  May,  1875,  because  it 
could  not  pay  its  interest,  and  that  at  that  time  an  inventory 
of  the  property  was  ordered  by  the  court,  it  would  seem  as  if 
the  time  had  arrived  when  an  exact  valuation  of  the  com- 
pany's property  and  assets  could  be  legitimately  arrived  at, 
and  a  correct  balance  sheet  struck  ? 

Q.  When  was  that  done  ?     A.  When  was  what  ? 

Q.  When  was  the  exact  valuation  made  ?  A.  The  valuation 
of  the  companies,  property  was  made  during  the  period  extend- 
ing from  the  2Pth  of  May,  1875,  up  to  some  time  in  August, 
1877 ;  that  was  the  period  during  which  the  process  of  in- 
ventorying and  valuing  the  property  was  carried  on. 

Q.  Now,  will  you  state  the  circumstances  under  which  that 
was  done,  and  in  what  respect  you  had  charge  of  it  ?  A.  At 
the  time  the  Eeceiver  was  appointed,  he  was  appointed  under 
a  suit  of  The  People  against  The  Erie  Eailway  Company,  and 
in  the  order  of  the  court  appointing  him  Eeceiver,  he  was 
directed  to  take  an  inventory  of  all  the  property  which  he 
had  come  in  possession  of  as  Eeceiver — the  entire  property, 
whether  it  was  held  by  lease,  or  operated  under  contracts 
or  whatever  form  it  was  in;  I  was  directed  by  Mr.  Jevvett 
to  collate  and  arrange  the  papers  pertaining  to  that  inventory, 
and  the  superintendent  of  the  road  was  directed,  on  the  same 
day,  to  take  the  inventory  ;  at  the  end  of  three  months  a 
large  accumulation  of  papers  had  taken  place,  ami  had  been 
sent  to  my  office  for  collation  ;  upon  examination  I  found  that 
they  were  extremely  imperfect;  the  matter  was  referred  to  Mr. 
Jewitt,  and  under  his  orders  I  was  directed  to  complete  and 
amend  the  inventory  wherein  it  was  defective;  and  in  that  way 
I  came  to  have  charge  of  inventorying  the  property  ;  that  ope- 
ration went  on  until  March  of  1877,  when  the  general  inven- 
tory designedfor  the  Court  was  completed  so  far  as  it  could  be ; 
that,  however,  was   not  considered  to  be  in  a  proper  form,  and 
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'    '  \, 
I  was  directed  to  summarize  that ;  I  did  so,  and  the  summary 

went  to  the  Supreme  Court  in  August,  1877. 

Mr.  Sterne— (To  the  counsel  for  the  Erie  road.)  I  have 
asked  you  to  produce  that  inventory. 

Mr.  Shipman — We  have  no  control  over  the  papers  that  are 
in  the  Supreme  Court. 

Mr.  Sterne — The  original  inventory  is  in  your  possession. 

Mr.  Shipman — There  is  no  original  inventory :  the  witness 
has  just  stated  that  the  collation  was  found  not  to  be  available 
for  the  purpose  for  which  it  was  intended,  and  that  ha  was  or- 
dered to  summarize  that  inventory  and  he  did,  I  believe,  in  five 
or  six  large  volumes. 

The  Witness — Two  volumes. 

Mr.  Shipman— I  was  told  it  was  more  than  that ;  it  is  in  the 
possession  of  the  Supreme  Court,  and  Brother  Sterne  has  the 
same  access  to  its  records  that  we  have  ;  we  haven't  got  it  and 
can't  produce  it. 
■    Mr.  Sterne — Does  that  contain  items  of  value? 

The  Witness — There  are  two  copies  of  the  inventory. 

By  Mr.  Sterne  : 

Q.  Are  there  aDy  items-  of  valuation — figures  put  to  that 
valuation,  that  entered  the  court  copy  ?  A.  The  copy  known 
as  the  court  cop}-,  refeTred  to  by  Judge  Shipman  as  being  in 
nineteen  vo|umes,  under  the  orders  of  Mr.  Jewett  I  was  not 
permitted  to  put  any  valuation  in  that. 

Q.  Therefore,  that  does  not  contain  the  valuation  ?  A.  That 
does  not  contain  the  valuation  ;  there  was  perhaps  a  few  pages 
where,  by  error  of  the  clerk,  some  values  got  in ;  but  speaking 
properly,  there  was  no  valuation. 

Mr.  Shipman — I  don't  understand  what  your  witness  says — 
whether  in  the  nineteen  volumes  or  the  two  volumes  there  was 
no  valuation. 

Mr.  Steene — No  valuation  in  the  copy  made  for  the  court. 

The  Witness — In  the  19  volume  copy. 

Mr.  Shipman — There  was  no  valuations. 

The  Witness — There  was  no  valuations. 

Mr.  Steene — That  is  the  one  made  for  the  court,  isn't  it  ? 

M.  Shipman — The  one  made  for  the  court  is  the  one  of  two 
volumes. 
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By  Mr.  Steene  : 

Q.  Was  there  any  valuations  in  that?  A.  There  was  ;  per- 
haps it  would  be  better  for  me  to  make  that  clear  ;  the  original 
papers  which  came  from  the  field,  from  the  officers  and  sub- 
officers  who  made  the  absolute  inventory  are  contained  in  about 
120  volumes  ;  those  volumes  were  drawn  off  into  a  folio  edition 
which,  when  bound,  would  form  about  zi  vohimes ;  that  is  known 
as  the  original  copy  ;  that  original  copy  contained  values  • 
that  original  copy  when  I  left  the  Erie  Railway  was  on  file  in 
its  safe  ;  from  that  original  copy — folio  copy  so  called — was 
made  thefolio  copy  in  19  volumes  which  I  called  the  court 
copy  but  which  does  not  contain  the  valuations  ;  when  that  copy 
was  completed  Mr.  Jewett  directed  me  to  summarize  that  copy, 
and  I  boiled  it  down  into  two  volumes,  and  those  are  the 
volumes  which  are  on  file  in  the  Supreme  Court ;  the  other  two 
copies  so  far  as  my  knowledge  extends,  when  I  left  the  Erie 
Railway  were  in  the  possession  of  the  Secretary  of  the  com- 
pany. 

By  the  Chaieman  : 

Q.  Do  those  two  volumes  on  file  with  the  Court  contain 
valuations  ?  A.  They  contain  valuations  but  I  am  not  pre- 
pared to  say  whether  they  contain  the  entire  valuations. 

Q.  Do  they  contain  the  aggregate  ?  A.  I  think  not ;  the 
time  given  me  to  complete  that  was  so  short  that  we  had  to 
put  it  together  the  best  way  we  could. 

By  Mr.  Stebne  : 

Q.  Now,  have  you  made  an  aggregate  valuation  ?  A.  I  have 
made  an  aggregate  valuation. 

Q.  What  does  it  amount  to  as  to  the  Erie  Railway  Company 
and  the  road  property  ?     A.  You  say  the  road  property. 

Q.  The  road— Erie  Railway,  its  stations,  &c. ;  all  that  which 
is  connected  with  the  Erie  Railway  as  a  transportation  com- 
pany ?  A.  If  you  will  designate  that  particularly  as  the  prop- 
erty included  in  the  cost  of  road  and  equipment ;  there  are 
bonds  ami  stocks  and  outside  property  of  that  kind  which  be- 
long to  the  Erie  Railway  which  are  not  a  part  of  its  roadbed 
and  equipment. 

Q.  All  that  which  is  properly  included  under  the  head  of 
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cost  of  road  and  equipment — what  is  that  valuation?  A. 
The  aggregate  valuation  based  upon  the  values  at  the  time 
the  inventory  was  taken  is  in  round  numbers  $-10,000,(100; 
that  is  to  say,  that  property  in  my  estimation,  based  upon  the 
figures  made  in  that  inventory,  cau  be  replaced,  or  could 
have  been  at  that  time,  two  years  ago,  and  I  think  now  be- 
cause prices  are  about  the  same,  for  $40,000,000. 

Q.  Now,  what  is  the  valuation  of  the  remaining  property  of 
the  Erie  Railway  Company  as  represented  by  stocks,  bonds 
and  interest  in  other  corporations  ?  A.  There  is  a  fluctuating 
element  there  which  it  is  very  difficult  to  estimate,  and  that  is 
the  stocks  and  bonds  held  by  the  company  having  the  face 
value  of  say  $18,000,000;  they  may  have  a  greater  or  less 
value  ;  but  I  estimate  that,  including  the  $40,000,000,  the  total 
amount  of  the  pioperty  possessed  by  the  Erie  Railway  Com- 
pany when  it  was  sold  to  the  new  company,  will  not  exceed 
$65,000,000,  and  may  go  as  low  as  $60,000,000. 

By  the  Chairman  : 

Q.  When  you  say  stocks  and  bonds  held  by  the  Erie  Com- 
pany, do  you  mean  stocks  and  bonds  of  other  corporations  ? 
A.  Of  other  corporations. 

Q.  Which  they  own  ?  A.  Which  they  hold ;  a  great  va- 
riety of  stocks  and  bonds  of  other  corporations  ;  it  forms  a 
long  list ;  they  own  the  Grand  Opera  House  property ;  they 
own  a  great  deal  of  real  estate  outside  of  the  railroad. 

By  Mr.  Baker  : 

Q.  That  you  do  not  embrace  in  your  estimate?  A.  That  I 
do  not  embrace ;  I  take  the  account  here  represented  by 
these  items,  and  I  value  them  upon  the  same  principle  that  I 
value  my  own  property  or  your  property  to-day. 

Q.  What  it  could  be  replaced  for?  A.  What  it  could  be 
replaced  for,  as  near  as  it  could  be  got  at  by  estimate. 

By  Mr.  Sterne  : 

Q.  Was  in  the  making  of  that  estimate  any  attempt  made 
to  ascertain  how  the  cost  of  the  roadbed  compared  with  what 
it  could  be  purchased  for  now  ?     A.  There  was. 

Q.  What  result  did  that  show  ?    A.  The  figures  show  that 
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the  roadbed  could  be  purchased  for  less  money  than  it  origin- 
ally cost. 

By  Mr.  Sterne  : 

Q.  State  in  this  connection,  if  you  plpase,  when  you  were 
discharged  and  under  what  circumstances  ?  A.  On  the  8th  of 
May,  1878. 

Q.  When  the  new  company  was  formed  ?  A.  Perhaps  two 
w.eeks  before  the  new  company  went  into  operation ;  after 
the  sale  ;  the  sale  took  place  on  the  '24th  of  April,  and  the 
company  was  organized  on  the  1st  of  June. 

Q.  Can  you  state  the  circumstances  under  which  your  dis- 
charge took  place  ?     A.  I  can. 

Q.  You  can  make  whatever  explanation  you  see  fit  of  your 
relations  to  the  company  and  your  conduct  towards  it  since  ? 
A.  I  bel  eve  that  my  relations  to  the  company  in  the  capacity 
in  which  I  stated  I  was  connected  with  it,  were  carried  on  hon- 
orably and  uprightly  until  ~  the  date  that  I  left  them ;  Mr. 
Jewett  at  that  time  wrote  me  a  letter  couched  in  language, 
which  from  his  position  could  be  made  very  severe ;  he 
charged  me  in  that  letter  with  not  taking  upon  myself  the 
responsibility  which  was  charged  upon  him  as  Receiver  of 
the  Erie  Railway  when  he  was  charged  with  perjury  because 
I  had  made  the  reports  which  he  had  sworn  to,  and  he  held 
me  accountable ;  he  made  other  charges,  to  all  of  which  I 
have  replied;  to  that  reply  I  have  never  received  any 
answer,  and  that  has  ended  the  correspondence  between 
us,  so  far  as  that  matter  is  concerned;  and  so  far  as  that 
correspondence  is  concerned,  I  am  not  ashamed  to  have  it 
made  public  ;  Mr.  Jewett  has  seen  fit  to  take  his  letter 
to  me  and  send  it  over  to  England  and  publish  it  broad- 
cast, and  had  not  the  magnanimity  to  send  my  letter  in  reply  ; 
that  is  all  the  answer  I  have  to  give. 

Q.  How  long  were  you  in  their  employ  after1  these  perjury 
proceedings  had  been  instituted  ?  A.  Those,  took  place,  if  I 
recollect  right,  in  February,  and  I  left  in  May. 

Q.  Were  you  requested  to  shoulder  the  responsibility  of 
those    statements  made  in  the  Engineer's  reports?     A.    The 

tenor  of  Mr.  Jewett's  letter  to  me,  dated  the  8th  of  May 

Mr.  Shipman — I  think  you  had  better  produce  the  letter. 
Q.  I  mean  before  the  letter  was  sent  you  were  you  requested 
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to  shoulder  the  responsibility  of  the  State  Engineer's  reports 
upon  which  the  charge  of  perjury  was  based  ?  A.  Yes  ;  Mr. 
Jewett  had  sent  for  me  and  asked  for  my  opinion  of  these 
reports. 

Q.  What  did  you  tell  him  ?  A.  I  told  him  pretty  much 
what  I  have  said  here  before  the  Committee. 

Q.  That  3rou  thought  he  was  wrong  ?  A.  I  thought  that  he 
was  wrong,  but  I  didn't  say  that  he  intentionally  committed  a 
fraud,  or  anything  of  the  kind  ;  it  was  a  matter  of  difference  of 
opinion,  going  as  far  back  as  1875. 

Q.  And  in  consequence  of  that  your  connection  with  the 
railway  ceased  ;  now  these  figures  that  you  have  given  to  the 
Committee  are  they  contained  in  that  official  valuation  made  at 
the  request  of  Mr.  Jewett  ?  A.  You  mean  in  this  summary 
that  went  to  the  Supreme  Court  ? 

Q.  No;  are  the  figures  that  you  have  given  here  of  the  values 
of  the  Erie  Kailway  Company  and  its  property  contained  in 
substance  in  the  valuations  made  by  you  under  Mr.  Jewett's 
directions  ?     A.  They  are  all  in  the  inventory. 

Q.  And  was  that  inventory  accepted  by  the  Erie  Railway 
Company  as  the  inventory  of  its  property  ?  A.  It  was  ac- 
cepted in  this  sense  :  when  the  work  was  completed  I  wrote 
a  letter  to  Mr.  Jewett^an  official  letter — in  which  I  trans- 
ferred the  inventory  to  his  jurisdiction,  and  stated  to  him  in 
that  official  letter  just  wherein  it  was  deficient  and  wherein  it 
was  complete,  so  as  to  close  my  record. 

Q.  That  inventory  contains  an  itemized  statement  of  tbese 
valuations?     A.  The  original  copy  does. 

Q.  Look  at  tins  general  classification  of  railway  rights  and 
personalties  (handing  book  to  witness)  ;  that  was  drawn  off 
from  that  inventory,  was  it  not  ?  A.  This  is  simply  the  classi- 
fication of  the  property — the  heads  of  the  accounts,  so  to 
speak. 

Q.  And  it  is  under  these  headings,  as  they  appear  there, 
that  the  whole  property  has  been  inventoried?  A.  Classified 
and  inventoried. 

Q.  Will  you  look  at  this  report  and  state  how  the  property 
was  transferred  according  to  Mr.  Jewett's  statement  to  the 
new  company,  the  New  York,  Lake  Erie  &  Western  Railroad 
Company,  as   to  valuations  of  cost  of  road,  to  the  new  com- 
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pany  ?     A.  I  don't  think  I  could  tell  as  to  the  cost  of  road  ;  I 
don't  know  what  valuation  they  put  upon  the  cost  of  road. 

Q.  Tell  me  what  that  report  is  ?  (Handing  witness  a  re- 
port.) A.  This  is  a  report  of  the  Board  of  Directors  of  the 
New  York,  Lake  Erie  and  Western  Kailroad  Company  to  the 
stockholders  for  four  months,  from  June  1st,  1878,  to  Septem- 
ber bOth,  1878. 

Q.  Can  you  summarize  the  statement  there  made  by  Mr. 
Jewett  as  to  the  amount  at  which  the  road  stands  in  to  the 
new  company?  A.  On  page  40  of  this  report  there  is  a  general 
head,  "  Funded  Indebtedness  and  Capital  Stock ;  "  the  report 
then  goes  on  to  recite  the  fact  that  the  property  of  the  Erie 
Railway  Company  was  purchased  at  public  sale  under  a 
decree  of  foreclosure  of  the  second  consolidated  mortgage 
by  the  New  York,  Lake  Erie  &  Western  Railway  Company  in 
accordance  with  the  plan  and  agreement,  made  part  of  its 
articles  of  incorporation ;  then  it  goes  on  to  say  ihat  the 
directors  of  the  company  have  had  prepared  and  executed 
the  necessary  legal  papers  to  carry  out  the  plan  and  agree- 
ment ;  these  legal  papers  required  certain  conditions  and  pro- 
visions, and  these  provisions  are  recited  on  pages  41,  42  and 
43,  and  on  page  44  there  is  a  summary  of  the  funded  indebt- 
edness and  capital  stock  of  the  company  in  these  terms  : 
Funded  indebtedness  of  the  company,  as  now  ascertained, 
excluding  the  prior  lien  bonds  at  $2,500,000  not  yet  issued, 
will  then  consist  of — reciting  from  the  first  to  the  fifth  mort- 
gage the  amount  opposite,  each,  including  the  Buffalo  Branch 
Bonds.     The  total  amount  of  that  group  is  $13,338,10.'. 

Mr.  Shipman — I  want  to  draw  the  attention  of  the  Com- 
mittee to  the  direction  of  this  inquiry.  Of  course,  we  cannot 
spend  the  rest  of  our  lives  on  an  investigation  of  this  kind ; 
I  have  inquired  of  my  brother  Sterne  what  his  object  was  in 
undertaking  to  prove  the  cost  of  the  railway.  He  says  it  is  to 
bring  himself  within  the  33d  section  of  the  General  Railway 
Law,  which  provides  as  follows  :  "  The  Legislature  may,  when 
any  such  railway  may  be  opened  for  use,  from  time  to  time 
alter  or  reduce  the  rate  of  freight,  fare,  or  other  profits  upon 
such  road."  And  as  he  is  aiming  to  reduce  the  fare  or  to 
legislate  in  such  a  way  as  may  reduce  it,  he  wants  to  bring 
himself  within  this  section  :  "  Bat  the  same  shall  not,  without 
tlae  consent  of  the  corporation,  be  so  reduced  as  to  produce 
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with  said  profits  less  than  ten  per  cent,  per  annum  on  the 
capital  actually  expended."  And,  of  course,  his  object  is  to  show 
that  we  have  made  ten  per  cent.  "  Nor  unless  on  an  examina- 
tion of  the  amounts  received  and  expended,  to  be  made  by 
the  State  Engineer  and  Surveyor  and  Comptroller,  they  shall 
ascertain  that  the  net  income  derived  by  the  company  from 
all  sources  for  the  year  then  last  past  shall  have  exceeded  an 
annual  income  of  10  per  cent,  upon  the  capital  of  the  cor- 
poration actually  expended."  Now,  I  submit  that  this  is 
simply  a  waste  of  time,  because  if  he  wants  to  bring  himself 
or  bring  us  within  the  scope  of  this  statute,  and  the  Legislature 
is  to  pass  a  law  which  is  to  affect  us  by  reducing  the  rates  of 
fare,  the  statute  provides  expressly  that  that  inquiry  shall  be 
conducted  by  and  shall  be  upon  the  judgment  of  those  three 
officers  of  the  State,  and  not  a  committee  of  the  Legislature. 

Mr.  Stebne — The  examination  to  be  made  by  the  State 
Engineer  and  Surveyor  is  simply  as  to  the  amount  received  and 
expended  ;  the  amount  actually  expended  upon  the  railway  or 
the  amount  that  the  railway  actually  has  cost  is  a  matter 
which  is  to  be  ascertained  by  the  Legislature  as  it  may  see  fit ; 
now,  we  charged  at  the  outset  of  this  inquiry  that  the  report  of 
the  State  Engineer  and  Surveyor  gives  us  no  estimate  what- 
ever as  to  what  a  road  actually  would  cost,  and  we  have  shown 
that  fact  to  be  true;  we  have  shown  that  so  far  as  the  Erie 
Eailway's  $117,000,000  is  concerned  (assuming  their  cost  of 
construction  to  be  truly  stated  in  their  reports)  fully  $45,000,000 
was  discount  on  bonds,  and  every  conceivable  sort  of  items, 
none  of  which  fairly  and  properly  represent  a  single  dollar  of 
cost  of  road  ;  we  purpose  to  go  further  than  that  and  show  that 
this  new  corporation,  the  New  York,  Lake  Erie  &  Western 
Road,  the  successor  of  the  Erie  Railway  Co.,  takes  this  property 
instead  of  at  a  reduced  valuation,  representing  the  actual  amount 
expended  upon  that  road  as  they  should  have  done  if  they  had  in 
good  faith  bought  at  this  foreclosure  proceeding — this  insolvent 
and  bankrupt  road — they  proceed  to  capitalize  themselves  under 
a  new  name,  but  the  old  Adam,  at  a  rate  of  a  hundred  and  fifty 
odd  millions  of  dollars,  including  as  cost  of  franchise  of  the 
railway,  in  that  $154,000,000,  all  these  cats  and  dogs  that  went 
in  to  the  construction  account,  all  this  discount  account,  all  the 
stealings  represented  by  the  thefts  of  Gould  and  Fisk,  all  the 
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legal  expenses  which  have  been  incurred  in  the  transfer  and 
reconstruction  scheme — everything  that  can  cover  up  every 
conceivable  negotiation  that  was  practised  upon  or  by  the  road 
within  the  last  twenty-five  years,  is  capitalized,  and  is  intended 
to  be  made  to  perpetuate  the  weight  and  burden  upon  the 
commerce  of  New  York,  at  the  rate  of  about  $150,000,000 ; 
therefore,  it  is  pertinent  to  this  Committee  to  know  what  part 
of  the  $L50,000,000  which  is  now  represented  by  the  New  York, 
Lake  Erie  &  Western  Kailroad,  is  represented  by  actual  values. 

The  Chairman — Well,  the  actual  value  of  a  railroad  like  the 
actual  value  of  a  great  deal  of  other  property,  may  be  very 
much  less  than  cost,  but  evidence  calculating  to  show  just 
what  this  road  cost,  is  certainly  pertinent. 

Mr.  Shipman— I  submit  whether  it  can  have  any  practical 
effect.  This  road  has  been  organized  under  the  present  law  of 
the  State  of  New  York.  The  gentleman's  imputation  upon  the 
character  of  the  organization,  I  shall  answer  when  I  discuss 
those  questions  in  the  final  argument  before  this  Committee. 
It  has  been  organized  in  strict  conformity  with  the  laws  of  the 
State  of  New  York,  with  the  very  statute  in  existence,  and  that 
statute  is  a  contract  between  this  and  every  other  corporation 
in  this  State.  Now,  if  you  are  to  legislate  in  regard  to  this  re- 
duced fare  under  this  section,  you  can  do  it  only  when  you 
have  ascertained  a  certain  fact,  and  that  fact  is  to  be  ascer- 
tained by  the  three  officers  named  in  the  statute,  and  not  by  a 
Committee  of  the  Legislature. 

The  Chairman — Well,  Judge  Shipman,  assuming  for  the 
moment,  that  the  capital  of  this  railroad  has  been  unduly 
swelled  by  improper  management  under  Fisk  and  Gould,  if 
you  please,  or  the  Eeceiver,  it  would  certainly  be  in  order  for 
the  Committee  to  ascertain  this  fact,  with  a  view  to  prevent  its 
recurrence  in  the  future,  wouldn't  it  ? 

Mr.  Shipman — I  have  this  reply  to  make — that  that  subject 
has  been  ventilated  over  and  over  again.  It  is  in  the  archives 
of  the  State.  My  objection  to  this  testimony  is  that  it  can 
serve  no  purpose  in  the  inquiry  for  which  Brother  Sterne  says 
he  asked  for  the  testimony,  to  wit :  to  bring  the  roads  within 
the  scope  of  that  33d  section — it  is  specifically  provided  that 
that  fact  shall  be  ascertained  by'  the  Surveyor  and  Comp- 
troller and  State  Engineer. 
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Mr.  Sterne — Judge  Shipman  has  not  read  this  section  right. 
The  Chairman — Well,  the  witness  may  answer  the  question. 

By  Mr.  Sterne  : 

Q.  Col.  Balch,  will  you  answer  the  question  as  put?  A. 
Well,  I  have  answered  the  question  so  far  as  reading  down  to 
the  sum  of  the  first  five  mortgages  including  the  Buffalo 
Branch  Bonds,  giving  the  amount  at  $L;i,338,100,  forming  part 
of  the  bonded  indebtedness  of  the  new  road  ;  then  we  have, 
quoting  from  the  report,  "First  Consolidated  Mortgage  in- 
cluding the  Sterling  bonds,  $16,656,000." 

Q.  Assumed  by  the  new  road  ?  A.  Assumed  by  the  new 
road ;  this  list  is  assumed  by  the  new  road  : 

Funded  Coupons,  First  Consolidated  Mortgage,  $3,615,444  40 

New  Second  Consolidated  Mortgage 24,180,000  00 

Funded  Coupons,  Second  Consolidated  Mort- 
gage      8,520,651  29 

Income  Bonds 508,008  00 

Amount  of  Funded  Debt 66,818,203  69 

Now   comes   the    Capital  Stock — 81,467  shares 

Preferred  Stock  at  $100 8,146,700  00 

771,077  shares  Common  Stock,  at  $100 77,107,700  00 

Making  the  amount  of  the  stock  $85,254,400, 
and  giving  the  total  funded  debt  and  stock,  ex- 
cluding the  prior  lien  bonds  of  $2,500,000  at ..  152,072,603  69 

Q.  Including  the  two  million  and  a  half  of  prior  lien  bonds  ? 
A.  That  would  be  $154,572,000,  in  round  numbers. 

Q.  Does  that  include  also  the  capitalization  of  the  old 
coupons  ?     A.  The  past  due  coupons. 

Q.  The  two  and  a  half  millions  represent  the  Eeceiver's  in- 
debtedness ?  A.  I  think  it  does ;  I  can  tell  by  referring  to  the 
report,  to  take  up  the  Eeceiver's  certificates. 

Q.  Is  there  any  additional  mileage  represented  by  the  New 
York,  Lake  Erie  &  Western  Bailroad  that  is  not  included  in 
the  mileage,  as  represented  by  the  Lake  Erie  &  Western  ?  A. 
The  main  line,  I  think,  remains  unchanged ;  there  may  have 
been  some  minor  changes. 

Q.  Was  all  the  property  of  the  Erie  Bailway  Company  trans- 
ferred to  the  New  York,  Lake  Erie  &  Western  Bailroad  ?  A. 
It  was  not. 
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Q.  Therefore  these  $155,000,000  do  not  represent  all  the 
property  which  that  inventory  showed  to  be  worth  $65,000,000  ? 
A.  It  does  not. 

Q.  What  property,  if  any,  was  withheld  from  the  transfer  ? 
A.  I  only  know  by  referring  to  this  report,  the  title  of  which  I 
have  just  quoted — that  is,  the  report  of  the  Board  of  Directors 
of  the  New  York,  Lake  Erie  &  Western  Railroad  Company  to 
the  stockholders  for  the  four  months  ending  the  30th  of  Sep- 
tember, 1878;  I  find  on  the  first  page  of  thafrreport  this  state- 
ment, under  date  of  December  19th  :  "Your  company  was  put 
in  possession  of  the  larger  portion  of  the  property  belonging  to 
the  Erie  Railway  Company  on  the  1st  of  June,  1878,  the  por- 
tion not  transferred  continuing,  for  prudential  reasons,  under 
the  control  of  the  Receiver,  who  still  receives  the  revenues 
arising  therefrom,  and  to  that  extent  lessens  the  receipts  of  this 
company.  This  possession  will  probably  continue  until  the 
Receiver  is  discharged  and  all  the  real  and  personal  property 
of  the  Erie  Railway  Company  purchased  by  this  company  is 
transferred  to  it." 

Adjourned  to  Thursday,  July  10th,  at  10  o'clock  A.  M. 


New  Yoek,  July  10,  1879. 

The  Committee  met  pursuant  to  adjournment,  and  was  called 
to  order  by  the  Chairman. 

Present :  All  the  members  of  the  Committee  except  Mr. 
Wadswokth. 

George  T.  Balch's  examination  resumed. 

By  Mr.  Stebne  : 

Q.  What  were  the  prudential  reasons  referred  to  in  Mr. 
Jewett's  report  to  the  directors,  do  you  know  ?  A.  You  mean 
that  that  I  quoted  yesterday  by  reading  ? 

Mr.  Shipman — Which  report  ? 

Mr.  Steene — The  report  made  by  Mr.  Jewett  to  the  Direc- 
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tors  of  the  New  York,  Lake  Erie  &  Western  Railway,  Decem- 
ber 19,  1878  ;  I  will  give  you  the  report. 

Answer  continued :  I  cannot  say  what  those  prudential 
reasons  were ;  Mr.  Jewett  would  be  a  proper  person  to  ask 
that  question  of. 

Q.  Then,  you  don't  know  any  reason,  do  you,  why  the  whole 
of  the  property  was  not  turned  over  ?  A.  I  can  give  you  my 
opinion. 

Mr.  Shipman — We  do  not  want  your  opinion,  unless  the 
Committee  wishes  it. 

Mr.  Steene — If  his  opinion  is  based  upon  any  knowledge 
that  he  has. 

Mr.  Shipman — Let  him  state  his  knowledge. 

Q.  What  is  your  knowledge  upon  the  subject  ?  A.  The  sale 
of  the  road  on  the  24th  of  April,  1878,  was  made  under  a  fore- 
closure of  the  Second  Consolidated  Mortgage  Bonds ;  the  in- 
ventory of  the  property  which  came  into  the  hands  of  the 
Eeceiver  was  made  under  the  suit  of  The  People  vs.  The  Erie 
Railway  Company;  that  inventory,  as  I  testified  yesterday, 
covered  every  dollar's  worth  of  property  which  came  into  the 
hands  of  the  Receiver,  without  regard  to  whether  it  was  owned 
by  the  Erie  Railway  Company  or  not,  since  it  included  the 
leased  property  ;  although  there  was  an  inventory  ordered  by 
the  Supreme  Court  to  be  made  in  the  case  of  the  foreclosure 
of  the  SecondjConsolidated  Mortgage,  I  never  made  under  that 
order  any  inventory,  and  when  the  road  was  sold,  this  copy  of 
the  inventory  which  we  spoke  of  yesterday  as  the  court  copj', 
in  19  volumes,  and  which  was  the  inventory  in  the  suit  of  The 
People  vs.  The  Erie  Railway  Company,  was  taken  to  the  place 
of  sale  and  was  represented  as  being  the  inventory  of  the  prop- 
erty made  under  the  Second  Consolidated  Mortgage  ;  that  in- 
ventory embraced  the  property  which  did  not  come  under  that 
mortgage,  and  which^was  presumed  to  belong  to  certain  judg- 
ment creditors ;  subsequently  to  the  sale,  the  Attorney-General 
of  the  State  of  New  York,  who  had  charge  of  the  People's 
suit — passed  down  to  him  from  his  predecessor — appointed 
counsel  to  examine  the  question  whether  there  was  any  prop- 
erty outside  of  the  claims  of  that  Second  Consolidated  Mortgage 
which  could  be  said  to  belong  to  the  creditors  of  the  Erie 
Railway  Company,  and  those  examinations  were  held  before 
the  Referee,    Judge  Spencer,  subsequently  to  ascertain  that 
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fact ;  those  examinations  have  been  conrpleted  and  arguments 
have  been  made  before  the  Referee,  and  the  question  of 
whether  there  is  any  property,  and  if  there  is  any  property — 
how  much  there  is,  outside  of  the  Second  Consolidated  Mort- 
gage, and  which  is  in,  and  described  in  this  inventory  in  the 
suit  of  the  People  vs.  the  Erie  Railway  Company,  and  that  is 
now  before  the  Referee  for  decision  ;  and  when  the  counsel  were 
appointed  subsequently  to  the  sale  of  the  road  UDder  this  Sec- 
ond Consolidated  Mortgage,  and  prior  to  the  1st  of  June,  when 
it  is  stated  that  the  property  of  the  Erie  Railway  Company 
was  turned  over  to  the  new  company,  Mr.  Jewett  was  aware  of 
the  fact  that  these  counsel  had  been  appointed  for  this  special 
purpose  that  I  have  named,  and  iu  view  of  his  relations  to  his 
bondsmen  and  his  relations  to  the  court  as  Receiver,  for  there 
was  certain  properties  that  there  was  no  doubt  about,  which 
were  in  suit,  it  would  have  been  very  unwise  for  him  to  have 
turned  that  property  over  and  let  it  go  out  of  his  possession 
as  Receiver ;  I  conceive  that  to  be  the  reason. 

Q.  Do  3'ou  know  what  that  property  is  ?  A.  In  this  report — 
I  am  now  referring  to  the  report  of  the  Board  of  Directors  of 
the  New  York,  Lake  Erie  &  Western  Railway  Company,  to  the 
stockholders,  for  the  lour  months,  from  June  1,  1878,  to  Sep- 
tember 30,  1878,  dated  19th  of  December,  1878  ;  on  pages  80 
and  81  I  find  a  table  headed  "Comparative  Statement  of  profit 
and  loss  for  the  fiscal  years  ending  September  30,  1877  and 
1878,"  and  in  that  table  I  find  this  item,  under  the  head  of 
credits  "  Grand  Opera  House  and  Twenty-third  street  prop- 
erties, rents  received  by  the  Receiver  of  the  Erie  Railway 
Company  for  the  year  1878" — that  is  the  fiscal  year  of  course, 
ending  the  30th  of  September— "  the  sum  of  $42,312.86"  and  a 
notation  against  that  amount  refers  to  a  note  at  the  bottom  of 
the  page,  which  says  that  this  amount  is  for  the  year — that  is, 
the  rents  received  for  the  year  ending  September  oO,  1878,  prop- 
erties still  in  the  hands  of  the  Receiver  ;  that  is,  at  the  date 
at  which  this  report  was  made  ;  now,  under  the  same  heading, 
I  find  the  item,  "  interest  on  securities  received  by  the  Receiver 
of  the  Erie  Railway  Company,  for  the  year  ending  3Uth  of 
September,  1878,"  the  sum  of  $259,800.95,  and  a  notation  there, 
refers  to  a  note  at  the  bottom  of  the  page,  which  says  "  secu- 
rities still  in  the  hands  of  the  Receiver  ; "  therefore,  I  gather, 
from  those  two  statements  that  the  Grand  Opera  House  and 
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the  Twenty-third  street  properties  of  which  the  rents  are 
represented  by  $4'2,000  odd,  and  the  securities,  the  interest 
on  which  is  represented  by  $259,800,  are  still  in  the  hands  of 
the  Receiver — and  putting  that  together,  with  the  statement 
on  the  first  page  of  the  report,  it  is  reasonable  to  infer  that 
that  is  the  property  "which  he  has  retained  in  his  possession. 

Q.  What  was  the  occasion  for  making  that  inventory,  do  you 
remember?     A.  The  inventory  in  the  People's  suit? 

Q.  No ;  the  inventory  of  the  property  ?  A.  It  was  under 
the  orders  of  the  Supreme  Court  in  the  case  of  the  appoint- 
ment of  the  Receiver  in  the  suit  of  the  People  vs.  The  Erie 
Railway  Company. 

Q.  Wasn't  it  to  fix  Mr.  Jewett's  salary  as  Receiver?  A. 
The  inventory  had  nothing  to  do  with  that  question  ;  we  took 
the  inventory  under  the  orders  of  the  Supreme  Court ;  the 
question  of  Mr.  Jewett's  salary  was  a  subsequent  question. 

Q.  How  did  that  arise,  in  relation  to  the  inventory —  I  don't 
mean  Mr.  Jewett's  salary  as  President,  but  Mr.  Jewett's  com- 
pensation as  Receiver  ?  A.  The  only  connection  that  the 
inventory  had  with  that  subject,  was  that  at  the  time  Mr. 
Jewett  made  a  petition  to  the  Supreme  Court  to  have  his  salary 
fixed  as  Receiver,  an  order  was  made  to  the  Referee  to  take 
testimony  on  that  subject,  so  that  he  might  make  a  report  to 
the  court,  and  under  that  order  I  was  called  on  by  the  Referee 
as  a  witness,  to  give  my  testimony  as  to  the  value  of  the 
property  held  by  the  Receiver,  and  the  inventory  then  became 
an  important  and   essential  element  in  deciding  that  question. 

Q.  And  you  testified  on  that  occasion,  as  you  did  here,  as  to 
the  values  ?  A.  I  testified  before  the  Referee  as  to  the  value, 
under  oath. 

Q.  On  Mr.  Jewett's  side — called  by  Mr.  Jewett  ?  A.  Yes, 
sir ;  called  by  Mr.  Jewett. 

Q.  For  the  purpose  of  determining  the  values  of  the  property 
in  his  hands  ?  A.  The  amount  of  the  property  in  his  hands 
was  an  essential  element  of  this  question,  as  I  was  told  by  the 
Referee. 

Q.  What  was  Mr.  Jewett's  salary — what  was  the  compensa- 
tion fixed  at  ? 

Mr.  Shipman — Is  that  important  ? 

Mr.  Sterne — Yes,  I  offer  to  show  that  Mr.  Jewett,  now 
President  of  the  New  York,  Lake  Erie  &  Western  Railway,  and 
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former  President  of  the  Erie  Railway,  and  Receiver  of  this 
property,  was  in  receipt  of  an  income  from  this  quad  public 
corporation,  in  the  way  of  compensation  as  Receiver,  and 
salary  as  President  of  the  Erie  Railway  Company,  and  salary 
as  President  of  the  new  company,  of  a  sum  ranging  somewhere 
between  $60,000  and  $70,000  a  year ;  I  think  it  is  of  importance 
to  this  community  to  know  in  relation  to  transportation-charges, 
how  much  of  the  transportation  charges  that  are  imposed  upon 
the  community,  are  distributed  among  officers  of  corporations 
by  means  of  excessive  salaries ;  it  seems  to  me  that  the  mere 
statemeiit  of  that  fact,  will  show  that  that  is  an  excessive 
amount,  and  in  that  connection  it  becomes  of  very  considerable 
importance  to  the  people  of  the  State. 

Mr.  Shipman— It  is  a  question  between  him  and  the  stock- 
holders ;  the  public  functions  which  a  railroad  company  per- 
forms are  entirely  distinct  from  the  question  of  what  that  rail- 
road company  chooses  to  pay,  from  time  to  time,  to  its  Presi- 
dent or  Vice-President,  or  Colonel  Balch,  or  anybody  in  its 
employ,  and  it  is  quite  obvious  that  the  only  purpose  of  this 
is  the  same  as  that  in  regard  to  the  details  of  making  up  that 
report — it  is  an  endeavor  to  make  Mr.  Jewett  odious. 

The  Chaieman — I  do  not  think  we  want  anything  as  to  the 
salaries  paid  to  the  officers  of  the  corporation,  unless  there  is 
something  to  take  this  case  out  of  the  general  rule  and  make  it 
exceptional ;  what  is  your  proposition,  Mr.  Sterne  ? 

Mr.  Steene — My  offer  to  prove  is,  that  the  President  re- 
ceived, in  the  way  of  compensation,  from  the  Erie  Railway 
Company,  when  he  became  President  of  it,  $25,000  a  year,  and 
an  advance,  for  the  period  of  ten  years,  of  $15,000  a  year,  mak- 
ing a  sum  of  $150,000,  paid  to  him  in  anticipation  of  his  Pres- 
idency for  ten  years  to  come ;  that  that  was  paid  to  him  in 
notes  of  the  company,  which  notes  were  paid ;  that  some  of 
those  notes,  or  at  least  one  of  these  notes  was  paid — one  of 
$25;000 — after  the  corporation  had  gone  into  the  hands  of  the 
Receiver;  that  immediately  thereupon,  after  he  became  Re- 
ceiver, he  received  a  compensation  of  $40,000  a  year  as  Re- 
ceiver, and  that,  since  the  reorganization  of  the  new  company, 
he  either  has  a  contract  for,  or  is  about  to  receive,  or  has 
received,  compensation  as  President  of  the  new  company. 

Mr.  Shipman — Whatever  compensation  Mr.  Jewett  received 
as  Receiver  for  the  discharge  of  his  duties  as  an  officer  of  the 
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court,  was  a  matter  that  belonged  to  the  court  to  settle— hardly 
a  question  that  this  Committee  would  interfere  with,  it  seems 
to  me. 

The  Chairman— The  Committee  are  of  the  opinion  that  they 
do  not  want  to  enquire  into  the  salaries  paid  to  officers  of  these 
corporations  as  a  general  proposition,  but  they  think  that  this 
case  as  stated  in  the  offer,  makes  it  exceptional.  If  it  can  be 
proven  that  the  President  of  this  road  received  a  salary  for  a 
period  of  ten  years  in  advance,  and  before  the  expiration  of 
that  time  the  road  went  into  the  hands  of  a  Receiver,  and  he 
received  his  salary  also  as  Receiver,  as  fixed  by  the  court,  and 
then  subsequently  received  a  salary  as  an  officer  of  the  reorgan- 
ized road,  all  within  the  period  covered  by  the  first  term  of 
which  he  was  to  receive  salary,  the  Committee  think  it  would 
be  well  to  hear  it,  and  the  witness  may  be  permitted  to  answer 
the  question. 

Q.  What  compensation  was  fixed  for  the  Receiver?  A. 
$40,000  a  year. 

Q.  From  the  time  of  his  Receivership  ?     A .  Yes,  sir. 

Q.  What  compensation  did  the  President  receive  of  the  Erie 
Railway  Company  ?  A.  $25,000  a  year  as  salary  and  $15,000 
a  year  as  bonus  for  ten  years  ;  it  aggregated  in  one  sum  of 
$150,000  paid  in  advance. 

Q.  Paid  when  ?  A.  Paid  in  notes  dated  in  September, 
1874 — certain  notes. 

Q.  September,  1874;  for  what  period  of  time  were  those 
notes  to  run  ?     A.  I  cannot  state  that  from  my  knowledge. 

Q.  "Were  any  of  those  notes  paid  after  the  company  got  in 
the  hands  of  the  Receiver  ?     A.  One  was  paid. 

Q.  To  what  amount  ?  A.  Either  $25,000  or  $33,000  ;  my 
recollection  does  not  serve  me,  but  it  was  $25,000  and  up- 
wards. 

Q.  Paid  by  the  Receiver  ?     A.  Paid  by  the  Receiver. 

By  the  Chairman  : 

Q.  How  long  after  the  receipt  of  this  $150,000  was  it  before 
the  road  went  into  the  hands  of  the  Receiver  ? 

Mr.  Sterne — Before  the  receipt  of  the  $150,000  the   road 
went  into  the  hands  of  the  Receiver,  because  one  of  those  notes 
of  $25,000  represented  part  of  Mr.  Jewett's  salary  in  advance5 
and  was  paid  by  the  Receiver  after  it  came  into  his  hands. 
97 
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The  Chairman — I  asked  the  witness,  how  long  after  Mr. 
Jewett  received  this  $150,000  before  the  road  went  into  the 
hands  of  the  Receiver. 

The  Witness — You  mean  the  notes  received ;  what  repre- 
sented the  $150,000  ? 

Mr.  Sterne — I  will  give  Mr.  Balch,  before  he  answers  that, 
a  report  which  may  aid  his  memory ;  it  is  dated  May,  1875 
(handing  book  to  witness). 

The  Witness — What  do  you  wish  me  to  do  with  this? 

Mr.  Sterne — Answer  the  question  of  the  Chairman. 

The  Witness — How  long  a  time  from  the  time  he  received 
the  notes  until  the  road  went  into  the  hands  of  the  Receiver  ? 

The  Chairman — Yes. 

The  Witness — As  I  stated,  the  notes  were  given  in  Septem- 
ber, 1874 ;  the  road  went  into  the  hands  of  the  Receiver  on  the 
26th  of  May,  1875. 

By  Mr.  Sterne  : 

Q.  Is  there  any  report  in  which  Mr.  Oewett  speaks  of  this 
salary  to  his  directors  ?  A.  Mr.  Jewett  made  a  statement 
which  I  hold  in  my  hands,  as  President  of  the  Erie  Railway 
Company,  to  the  shareholders,  on  the  13th  of  May,  1875,  in 
which  he  defends  the  question  of  salary. 

Q.  What  does  he  say  of  that  ? 

Mr.  Shipman — You  have  the  report. 

Mr.  Sterne — It  is  in  this  connection  :  I  want  to  have  this 
read  and  then  to  put  a  further  question  to  this  witness ;  within 
what  period  of  time  after  that  statement  to  the  directors 
did  the  road  go  into  the  hands  of  a  Receiver ; 

Mr.  Shipman — He  has  stated  when  the  road  went  into  the 
hands  of  the  Receiver ;  there  is  no  dispute  about  that. 

Q.  What  is  the  date  of  that  ?     A.  The  13th  of  May. 

Q.  That  the  road  went  into  the  hands  of  the  Receiver  ?  A. 
The  26th  of  May. 

Mr.  Sterne — I  offer  in  evidence,  so  much  of  this  report, 
made  by  Mr.  Jewett  to  the  shareholders,  as  is  included  on 
page  10,  beginning  with  the  words,  "  my  relations  with  the 
company,"  down  to  the  word  "  criticism"  at  the  end  of  the 
sacond  paragraph  on  page  12. 

The  Chairman— I  don't  see  how  that  can  be  of  any  benefit 
to  this  investigation  ;  we  exclude  it, 
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Q.  I  hand  you  the  report  of  the  New  York,  Lake  Erie  & 
Western  Road  ;  there  is  a  statement  there  as  to  the  floating 
debt  of  the  company  ;  will  you  kindly  find  it?    A.  I  have  it. 

Q.  Do  you  1  now  what,  if  any,  discrepancy  exists  between 
the  statement  as  there  contained  and  the  facts?  A.  The  re- 
port is  the  report  of  the  New  York,  Lake  Erie  &  Western 
Railroad  for  the  four  months  ending  September  30, 1878,  to 
the  State  Engineer  ;  it  is  a  copy  from  that  office  in  the  form 
made  by  the  company  ;  the  eighth  item  on  page  4  of  that  form 
recites  the  amount  of  floating  debt  consisting  of  loan  $400,000  ; 
I  find  attached  to  the  report  a  condensed  balance  sheet,  dated 
30th  September,  1878 ;  on  the  credit  side  I  find,  this  is  signed 
by  S.  Little,Auditor — loans  payable,  $400,000. 

Interest  on  funded  debt $630,976  75 

Rental  of  leased  lines,  etc 332,440  76 

Amounts  due  to  other  companies  and  individuals 

on  current  accounts,  consisting  of  pay-rolls  for 

September,  1878,  payable  in  October,  1878.  . .       524,239  97 

Audited  vouchers  for  supplies,  etc 1,262,662  43 

Traffic  balances,  etc 654,201  39 

Sundries 73,893  56 

With  the  exception  of  the  interest  on  the  funded  debt,  $630,- 
976.75,  all  the  items  that  I  have  read  belong  to  the  floating 
debt ;  they  are  added  together. 

By  Mr.  Shipman  : 

Q.  Whatis  on  the  other  side  of  the  same  account  ?  A.  There 
is  a  great  variety  of  items  ;  I  will  read  them  if  you  wish  it. 

Construction  main  line $31,725  86 

Third  rail,  gen'l  account 336,676  70 

Construction,  branch  lines 1,751  22 

Equipment,  freight  cars,  incidentals 95  00 

Amounts  paid  the  Penn.  Coal  Co.  on  account  of 

coal  cars 3,574  95 

Amounts  due  by  agents,  other  companies  and  in- 
dividuals on  current  accounts 1,179,729  97 

Amount  advanced  for  purchase  of  Montc^air  Rail- 
road bonds 206,927  50 

The  estate  of  the  Erie  Railway  Co 2,561,199  40 


Less  amount  received  from  said  estate,  including 

materials,  at  shops  and  on  road 1,245,707  58 

Leaving  a  balance  of 1,315,491  82 

Materials  and  supplies  at  shops  and  on  road 830,268  13 

Cash  on  hand,  October  1,  1878 920,661  87 

Cash  in  hands  of  J.  P.  Morgan  &  Co.,  London,  to 

pay  coupons 2,442  50 

Making  a  total  on  the  debit  side  of. 4,829,345  52 

Now  to  make  it  complete,  I  ought  to  read  the  rest  of  the 
credit  side,  which  I  did  not ;  on  the  credit  side  the  rest  of  the 
entries  are  : 

Special  fund  received  from  Trustees  for  improve- 
ment of  property $328,008  96 

Less  amount  expended  for  third  rail 205,624  70 

Leaving  a  balance  of 122,384  26 

Profit  and  loss  balance 828,546  40 

Q.  That  is  the  balance  sheet  you  are  reading  now  ?  A.  That 
is  the  balance  sheet  I  am  reading  from ;  I  have  read  both  sides ; 
attached  to  the  report  to  the  State  Engineer. 

By  Mr.  Steri»e  : 

Q.  Is  that  the  first  time  a  balance  sheet  appeared  in  any  of 
these  reports  ?  A.  That  is  the  first  one  that  I  ever  saw  in  the 
New  York  State  reports. 

Q.  Take  this  for  the  moment ;  that  is  a  comparative  state- 
ment— abstract  from  the  reports  to  the  State  Engineer  and 
Surveyor,  of  the  construction  account  of  the  Erie  Railway 
Company  from  1862  to  1878  ?     A.  Yes,  sir. 

Mr.  Shipman — You  had  better  have  it  put  in  evidence  and 
marked. 

Mr.  Sterne — Let  it  be  marked.  It  is  absolutely  correct.  It 
was  taken  from  the  actual  figures. 

Mr.  Shipman — I  don't  suppose  you  would  put  in  an  incorrect 
paper,  but  I  want  it  marked  so  that  we  can  examine  it. 

Mr.  Sterne — I  offer  it  in  evidence.  And  also  in  connection 
with  that,  the  capital  stock  debt  and  equipment  account. 

Mr.  Shipman — What  is  the  object  of  these  papers  ? 

Mr.  Sterne — To  show  how  much  the  construction  account 
was  swelled  without  any  corresponding  construction,  and  how 
much  the  capital  account  was  swelled  from  time  to  time,  of  this 
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corporation  from  1862  to  1877 — 1862  being  the  time  when  the 
Erie  Eailway  Company  came  into  existence  as  the  successor 
of  the  New  York  &  Lake  Erie  Company,  down  to  1878 ;  and  in 
that  connection  I  propose  to  put  a  question  or  two  to  this  wit- 
ness, and  if  he  does  not  know,  to  some  other  witness. 

First  paper  offered  in  evidence,  and  marked  Exhibit  No.  1, 
July  10,  1879. 

Second  paper  offered  in  evidence,  and  marked  Exhibit  No, 
2,  July  10,  1879. 

Q.  This  statement  contains  an  item  under  the  heading  of 
Construction  Account  of  September  30,  1862,  of  $39,704,700, 
opposite  to  the  words  "  New  York  &  Erie  Eailroad  Company  ;" 
do  you  know  what  that  means  ?  A.  That  is  the  amount  of  the 
construction  account,  brought  over  from  the  old  New  York  & 
Erie  Eailway  Company,  on  the  reorganization  of  the  company 
under  the  name  of  the  Erie  Eailway  Company ;  the  amount 
of  the  construction  account  was  fixed  at  those  figures  at  that 
date. 

Q.  Do  you  know  why  it  is,  that  on  the  following  year  there 
is  a  reduction  of  almost  one  million  of  dollars  ?  (handing  wit- 
ness a  paper.)  A.  There  was  a  reduction  on  the  following 
year  of  about  $650,000. 

Q.  That  item  then  corresponds  with  the  item  which  will  ap- 
pear    A.  I  see  what  you  refer  to  ;  I  thought  you  refer- 
red to  the  total ;  the  item  New  York  &  Erie  Eailroad  Com- 
pany, September  30,  1862,  $39,704,700  ;  that  is  the  amount  as 
I  understand  it,  fixed  at  which  the  construction  account  should 
stand  in  the  new  company,  brought  over  from  the  old  com- 
pany. 

Q.  And  it  is  that  item  which  corresponds  with  the  item 
which  will  in  future  appear  in  the  reports  of  the  New  York, 
Lake  Erie  &  Western  Eailway,  of  $155,000,000  charged  to  the 
Erie  Eailway  and  its  franchises,  will  it  not  ?     A.  According  to ' 
my  understanding  of  the  nature  of  the  account. 

Q.  When  the  whole  of  the  account  will  be  settled  in  con- 
formity with  the  statement  made  to  the  State  Engineer,  the 
New  York,  Lake  Erie  &  Western  statement  of  1878,  there 
will  appear  an  item  corresponding  with  that  ?  A.  When  the 
new  company,  the  New  York,  Lake  Erie  &  Western,  make  up 
their  construction  account,  I  can  tell  from  the  items  some- 
thing  about  it ;  but   the   account  is   not   made   up — I  have 
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never  seen  it ;  I  don't  know  anything  about  it ;  those  accounts  I 
am  familiar  with ;  these  are  the  accounts  of  the  Erie  Railway 
Company  consolidafed,  on  this  sheet,  the  construction  account — 
what  they  are  going  to  do  in  the  new  company  I  don't  know. 

Q.  Don't  they  state  on  page  4  what  they  propose  to  do  in 
that  particular  ?     A.  Here  is  the  report. 

Q.  No;  not  that  report ;  the  report  to  the  State  Enginr  el- 
and Surveyor,  which  they  refer  to  on  page  5 ;  there  is  a 
"star"  at  the  foot  of  the  construction  account?  A.  At  the 
foot  of  the  construction  account — the  construction  account  is 
given  here  ;  the  cost  of  road  and  equipment  only  covers  the 
period  that  the  new  road  has  existed,  from  the  1st  of  June  to 
the  30th  of  September,  showing,  during  that  period,  a  small 
expenditure  ;  against  item  31,  giving  the  total  cost  of  road  and 
equipment,  there  is  a  notation,  "  Until  the  amount  of  stock 
and  bonds  of  this  company,  which  are  to  be  issued  in  ex- 
change for  the  stock  and  bonds  of  the  Erie  Railway  Company 
is  ascertained  and  adjusted,  the  total  cost  to  this  company, 
of  its  road  and  equipment  cannot  be  stated." 

Q.  In  the  new  statement,  this  total  cost  is  to  appear  in  that 
way,  calculating  the  whole  amount  of  exchanged  bonds  and  ex- 
changed stock,  and  assumed  bonds,  and  cost  of  reconstruction 
bonds,  Receiver's  bonds,  as  part  of  the  construction  account  ? 
A.  Those  liabilities,  which  you  have  recited,  are  recited  in 
this  report  of  the  President  of  the  New  York,  Lake  Erie  & 
Western,  dated  the  1;  th  of  December,  I  could  not  say  what 
their  construction  account  will  be,  except  so  far  as  this  notation 
tells  me  ;  the  amounts  ;  they  may  choose  to  vary  it  in  an3"  way 
they  see  fit ;  I  have  no  guide  except  that  notation. 

By  Mr.  Shtpman  : 

Q.  This  is  a  paper  which 'you  furnished  to  Mr.  Sterne  (show- 
ing witness  paper)  ?  A.  I  made  that  paper  for  the  counsel  of 
the  Chamber  of  Commerce. 

Q.  Who  is  that  ?     A.  Mr.  Sterne. 

Q.  Your  answer  does  not  vary  my  question  much  ;  when  did 
you  make  it  ?     A.  I  decline  to  answer  that  question. 

Mr.  Stebne — I  advise  you  to  answer  it. 

The  Witness — I  made  it  within  the  last  four  weeks. 

Q.  You  are  sure  that  it  was  within  four  weeks  that  you  made 
it  ?    A.  Yes,  sir. 
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Q.  At  whose  request  did  you  make  it  ?  A.  At  the  request  of 
the  counsel. 

Q.  Mr.  Sterne  ?     A.  I  made  it  at  the  request  of  counsel. 

Q.  I  ask  you  whether  it  was  made  at  the  request  of  Mr. 
Sterne  or  not  ?     A.  Mr.  Sterne  is  the  counsel. 

Q.  Did  anybody  else  ask  you  to  make  this  paper?  A.  No, 
sir. 

Q.  Did  you  show  it  to  any  one  else  except  Mr.  Sterne  before 
it  was  produced  here  ?     A.  No,  sir. 

Q.  Where  did  you  get  the  materials  from  which  you  made 
this  paper  ?  A.  From  the  pfficial  printed  documents  of  the 
Erie  Railway  Company. 

Q.  All  from  the  printed  documents  ?     A.  Yes,  sir. 

Q.  Ave  yon  sure  it  is  all  from  the  printed  documents  ?  A. 
I  think  so. 

Mr.  Stekne — I  object  to  that  paper  going  into  the  hands  of 
any  one  else  except  counsel.  It  was  not  offered  in  evidence ; 
it  is  not  in  evidence.  It  is  a  memorandum  made  for  my  infor- 
mation. 

The  Chairman — The  paper  is  not  in  the  possession  of  the 
Committee,  and  it  will  be  controlled  in  its  possession  by  its 
owner.     The  witness  desires  to  qualify  his  last  answer. 

The  Witness — The  last  question  of  Judge  Shipman  was 
whether  all  the  matter  in  the  paper  was  taken  from  printed 
documents.  I  desire  to  revise  that  statement  by  saying  it 
was  not  all  taken  from  printed  documents.  The  larger  por- 
tion of  it  is,  and  some  portion  of  it  is  in  manuscript. 

Q.  Some  portion  is  taken  from  private  memoranda  of  your 
own  when  you  were  in  the  service  of  the  company,  and  taken 
away  by  you?  A.  Before  answering  that  question,  I  should 
like  an  opportunity  to  look  it  over. 

Q.  What  is  your  age  ?     A.  Fifty. 

Q.  In  what  business  were  you  before  you  went  into  the 
service  of  the  Erie  Railway  Company  ?  A.  I  was  in  the  army 
fifteen  years. 

Q.  In  the  regular  army  ?     A.  Yes,  sir. 

Q.  What  time  did  you  leave  the  regular  army — how  long 
before  you  went  into  the  service  of  the  Erie  Railway  Com- 
pany ?     A.  Six  years. 

Q.  The  question  I  asked  you  you  didn't  answer — probably 
you  didn't  understand  it ;  in  what  business  were  you  engaged 
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before  you  went  into  the  service  of  the  Erie  Railway  Com- 
pany ?    A.  I  was  engaged  in  manufacturing. 

Q.  Where  ?     A.  Ilion  at  one  time,  at  Troy  at  another. 

Q.  Had  you  ever,  before  you  went  into  the  .service  of  the 
Erie  Eailway  Company,  been  engaged  in  the  railroad  business 
at  all  ?     A.  No,  sir. 

Q.  That  was  your  first  experience  ?     A.  Yes,  sir. 

Q.  You  were  educated  at  West  Point  ?     A.  Yes,  sir. 

Q.  And  resigned  from  the  army  about  eight  years  before 
that  time  ?     A.  About  six  years  ;  in  1862. 

Q.  And  you  were  engaged  in  manufacturing  from  the  time 
of  your  resignation  in  the  army,  in  1862,  until  you  went  into 
the  service  of  the  Erie  Railway  Company  ?     A.  Yes,  sir. 

Q.  Were  you  eDgaged  all  the  time  in  manufacturing  in  one 
place  ?     A.  Two  places — Ilion  and  Troy. 

Q.  Yesterday,  in  your  explanation  to  a  remark  that  I  made, 
which  I  requested  tbe  reporters  to  take  down,  you  stated  that 
a  letter  had  passed  to  you  from  Mr.  Jewett,  and  a  reply,  about 
the  time  you  left  the  service  of  this  company — have  you  those 
letters  ?     A.  I  have  not. 

Q.  Have  you  no  copies  of  them  ?  A.  I  have  them,  not 
here  in  New  York  ;  I  have  them  at  my  home  in  Troy. 

Q.  When  you  come  here  again  will  you  bring  Mr.  Jewett's 
letter  to  you  and  your  reply  ?     A.  Yes,  sir. 

Q.  You  stated  Mr.  Jewett's  letter  had  been  sent  abroad — 
I  don't  know  whether  you  said  it  was  published  or  not  ?  A. 
1  said  it  had  been  sent  abroad ;  I  don't  remember  just  the 
wording ;  whether  I  said  it  had  been  published  or  not. 

Q.  Has  it  been  published  ?  A.  I  don't  know  whether  it 
has  or  not. 

Q.  I  do  not  know — I  didn't  know — but  you  know  ?  A.  I 
don't  know  ;  I  know  it  was  sent  abroad. 

Q.  Be  kind  enough  to  look  at  that  letter,  dated  May  3, 1876, 
and  see  if  it  is  in  your  handwriting  ?  A.  Yes ;  that  is  my 
letter. 

Mr.  Shipman — I  ask  the  Committee  to  mark  it  No.  1. 

Mr.  Sterne — In  what  connection  ? 

Mr.  Shipman — No.  1  for  identification. 

(Letter  marked  No.  1  for  identification,  July  10th,  1879.) 
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Q.  Look  at  that  letter,  dated  January  25th,  1876,  and  see  if 
that  is  in  your  handwriting?     A.  Yes,  sir. 

(Letter  marked  No.  2  for  identification,  July  10th,  1879.) 

Q.  Look  at  that  letter,  28th  of  May,  1877  ;  is  that  in  your  • 
handwriting  ?     A.  Yes,  sir. 

(Marked  No.  3  for  identification,  July  10th,  1879.) 

Q.  July  15th,  1877,  same  question  ?     A.  Yes,  sir. 

(Marked  No.  4  for  identification,  July  10th,  1879.) 

Q.  October  10th,  1877,  same  question  ?     A.  Yes,  sir. 
(Marked  No.  5  for  identification,  July  10th,  1879.) 

Q.  January  21st,  1878,  same  question  ?     A.  Yes,  sir. 
(Marked  No.  6  for  identification,  July  10th,  1879.) 

Q.  April  1st,  1878,  same  question?     A.  Yes,  sir. 
(Marked  No.  7  for  identification,  July  10th,  1879.) 

Q.  Look  at  that  letter  and  see  if  that  is  a  press  copy  of  the 
letter  addressed  to  you  by  Mr.  Jewett  (handing  letter  book  to 
witness)  ?  A.  So  far  as  I  can  judge  I  should  think  it  was,  as 
I  remember  the  letter  ;  I  have  not  my  own  letter  with  me — the 
letter  that  he  sent  to  me. 

Q.  You  know  that  handwriting  very  well  ?  A.  Yes,  sir ;  I 
think  I  remember  it. 

Q.  Won't  you  be  good  enough  to  read  that  letter  ? 

Mr.  Sterne — Is  that  of  any  consequence,  the  letter  of  Mr. 
Jewett  to  Colonel  Balch? 

The  Witness — It  is  a  letter  that  Mr.  Jewett  addressed  to 
me. 

Mr.  Sterne  —I  do  not  object  to  it  being  taken  in  connection 
with  Mr.  Balch's  answer,  but  it  is  encumbering  this  record 
needlessly.    • 

Mr.  Shipman — I  ask  to  have  that  letter  read  for  the  very 
purpose  of  discrediting  the  testimony  of  this  witness,  and  show- 
ing the  bias  under  which  he  testifies.  I  am  pursuing  a  per- 
fectly legitimate  course.  I  have  a  right  to  prove  a  declara- 
98 
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tion  made  to  a  witness  on  the  stand,  and  his  replv  to  it,  when 
it  relates  to  his  position  in  regard  to  what  he  has  testified  to. 

The  Chaibman — I  think  it  is  within  the  rule  that  he  may 
read  it. 

Mr.  Steene— Will  you  take  into  consideration  with  that,  his 
answer  ? 

M.r  Shipman — I  am  willing  that  his  answer  should  be  read. 

Mr.  Steene — I  think  that  it  is  unfair  to  read  this  letter  when 
he  says  that  he  has  not  his  answer  here. 

Mr.  Shipman — I  have  a  copy  of  his  letter  here. 

Mr.  Steene — Then  I  do  not  object  to  it. 

Mr.  Little  read  the  letter,  as  follows  : 

May  7th,  1878. 
Col/  Geoege  T.  Balch,  Present : 

Sir, — When  I  came  upon  the  Erie  road  in  July,  1 874,  you 
had  no  fixed  employment.  You  had  been  the  general  store- 
keeper of  the  company,  but  that  department  having  been  abol- 
ished by  my  predecessor,  you  were  engaged  in  closing  up  the 
business  and  accounts  thereof.  Tou  applied  to  me  for  perma- 
nent employment.  You  represented  to  me  your  military 
education,  your  long  service  in  the  army,  your  experience  in 
railway  business — all  of  which,  upon  inquiry,  I  found  to  be 
substantially  correct.  And  believing  that  in  such  education, 
service,  and  habits,  I  had  a  guaranty  not  only  of  your  ability, 
but  of  your  integrity,  fidelity,  and  loyalty  to  any  service  in 
which  you  might  be  engaged,  I  requested  of  you  a  written 
statement  of  the  kind  of  employment  you  desired,  and  for  which 
you  believed  yourself  peculiarly  fitted. 

On  the  21st  of  October  of  that  year  you  made  answer.  You 
proposed  a  relation  which  would  bring  you  very  close  to  my 
person  and  to  me  in  the  discharge  of  my  official  duties,  but 
without  going  into  details,  you  specified  as  one  of  the  particu- 
lar duties  for  which  you  were  especially  qualified,  the  prepar- 
ing and  making  of  our  annual  reports  to  the  State  Engineer. 

In  view  of  information  otherwise  obtained,  and  after  reading 
and  considering  your  communication  above  referred  to,  I  de- 
termined to  and  did  assign  to  you,  the  duties  of  statistician  for 
the  company,  imposing  upon  you  the  duty  of  preparing  all  re- 
ports for  the  State  Engineer,  as  well  as  reports  to  stockholders. 
This  duty  you  assumed  and  have  discharged  to  the  present 
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time.  Every  report  made  was  made  by  you.  No  change  in 
the  words  or  figures  of  any  one  of  the  reports  was  made  without 
your  fall  approval — indeed,  generally  by  your  suggestion,  with 
the  exception  of  that  for  1874,  with  regard  to  the  floating 
debt.  • 

There  was  a  difference  between  yourself  and  the  Auditor  as 
to  what  constituted  floating  debt.  You  admitted  that  the  con- 
struction given  it  by  the  Auditor  was  such  as  had  been  previ- 
ously given  to  it  by  the  officers  of  this  company,  and  of  other 
leading  railroad  companies  in  the  State,  but  it  was  your  opin- 
ion that  it  should  include  other  indebtedness  than  that  of  mere 
loan/?  and  bills  payable.  Concurring  myself  with  the  Auditor 
in  his  understanding  of  what  constituted  floating  debt,  but  in 
order  to  meet  your  views  as  far  as  they  could  be  met  without 
adopting  them  at  length,  and  thns  producing,  as  I  thought, 
confusion,  I  directed  that  the  words  "  consisting  of  loans  and 
bills  payable  "  should  be  inserted  in  the  report,  so  that  the 
State  Engineer  or  any  other  one  when  reading  the  report, 
would  know  precisely  what  was  meant. 

That  language  has  been  used  in  all  of  our  reports,  and  inde- 
pendent of  this  instance  you  have  prepared  the  reports,  having 
had  access  to — really  the  control  of — every  department  of  the 
service  for  the  purpose  of  ascertaining  the  facts,  so  that  the  re- 
ports might  be  made  to  conform  thereto,  as  well  as  to  the  law. 

In  assigning  you  to  this  duty,  I  supposed  I  had  secured  both 
ability  and  integrity.  So  far  as  regards  the  accounts  them- 
selves, I  have  no  reason  to  believe  that  I  made  any  error. 
When  I  verified  your  last  report  that,  "  I  had  caused  the  same 
to  be  made  by  the  proper  officers  ar.d  agents  of  this  company, 
that  I  had  examined  the  same  as  far  as  practicable,  that  I  be- 
lieved it  to  be  correct,"  I  relied  largely  upon  your  honor,  your 
ability  and  your  integrity  in  the  performance  of  that  duty. 

"When  the  charge  was  made  that  the  report  was  incorrect, 
and  an  attempt  was  made  to  hold  me  responsible  for  an  alleged 
willful  disregard  of  the  facts,  I  supposed  that  you  would  as 
promptly  assume  the  responsibility  of  the  facts  and  of  the 
statements  being  in  conformity  with  law,  as  I  had  a  right  to 
suppose,  upon  the  supposition  that  you  were  a  man  of  honor, 
of  ordinary  integrity  and  possessed  of  that  fidelity  to  service 
so  characteristic  of  the  profession  in  which  you  were  educated. 

In  this,  however,  I  was  sadly  disappointed. 


Within -a  year  after  you  entered  upon  the  discbarge  of  the 
duties  above  referred  to,  the  road  was  placed  in  the  hands  of  a 
Receiver.  The  order  appointing  me, such  Eeceiver  required 
an  inventory  of  all  tbe  property  of  the  company.  This  duty 
was  also  confided  to  you,  as  being  especially  within  the  range 
of  duties  which  you  had  represented  yourself  to  be  so  pecu- 
liarly qualified  to  discharge. 

While  engaged  in  the  peiiormance  of  this  duty,  you  sought  an 
interview  with  Mr.  J.  S.  Moore,  the  accountant,  representing  in 
this  city  the  London  Trustees.  You  endeavored  to  enlist  him 
in  an  enterprise  of  disaffecting  the  Trustees  against  me.  You 
advised  him  that  you  could  place  him  in  possession  of  infor- 
mation concerning  myself  and  my  transactions  as  Receiver, 
which,  if  communicated  to  the  Trustees,  would  array  them 
against  me,  etc. 

Mr.  Moore,  not  feeling  disposed  to  be  used  in  that  manner, 
immediately  communicated  to  me  the  nature  of  your  interview, 
and  I  immediately  called  you  to  my  room  with  my  assistant, 
Mr.  Shearman.  You  denied  the  allegations.  You  admitted 
having  seen  Mr.  Moore,  but  claimed  that  the  interview  was 
wholly  misrepresented,  and  offered  to  meet  Mr.  Moore.  I 
could  do  nothing  more  nor  less  than  to  provide  for  such  meet- 
ing. 

Whilst  that  arrangement  was  being  made,  you  returned  the 
next  day  to  my  room  with  Mr.  Shearman,  admitted  your  error, 
confessed  that  you  were  guilty  of  prevarication,  expressed  your 
regrets,  and,  as  evidence  of  your  sincerity,  tendered  your  resig- 
nation. Your  apparent  frankness  and  candor  on  that  occasion 
lad  me  to  sympathize  with  you,  and,  concluding  that  you  had 
made  a  mistake,  without  any  real  improper  motive,  that  you 
regretted  it,  that  you  would  never  be  guilty  of  a  like  enter- 
prise, I  sent  back  to  you  your  resignation,  and  continued  you 
in  the  discharge  of  your  duties. 

Since  that  time  you  have  in  a  secret  and  clandestine  manner 
persistently  sought  to  deprecate,  disorganize  and  discredit, 
and  to  destroy  the  management  and  service  of  this  company. 
Under  the  pretext  of  bringing  parties  here  "  for  consultation 
on  matters  pertaining  to  the  inventory,"  you  have  asked  for 
passes,  knowing  that  the  parties  proposing  to  Use  the  passes 
were  coming  here,  not  for  the  purpose  of  consulting  with  you 
regarding  the  inventory  and  in  the  interest  of  the  company, 
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but  to  confer  with  and  furnish  information  to  General  Sickles 
and  his  co-conspirators  in  their  raid  upon  the  company.  And 
when  the  General  Superintendent. declined  to  furnish  the 
passes,  you  went  to  another  officer  and  procured  them,  and  to 
deceive  others  had  them  marked  pass  "one,"  account  of  "B," 
from  one  point  to  another,  and  then  in  enclosing  the  passes  to 
the  party  who  was  to  use  them,  boasted  of  how  you  succeeded 
in  getting  them,  regardless  of  the  wishes  of  the  proper  officers 
of  this  company. 

You  have  written  letters  laboring  to  sustain  and  encourage 
the  hostile  attacks  upon  the  company  and  to  overthrow  the 
present  management,  and  to  show  the  animus  by  which  yon 
were  prompted,  have  said  that  you  "  hope  then  to  get  some 
credit  for  the  work  I  have  done  for  Erie  and  a  better  position. 
I  have  nothing  to  hope  from  Jewett.  If  I  am  rewarded  I  shall 
not  forget  those  who  have  been  my  friends,"  namely,  the  par- 
ties who  were  aiding  you  in  getting  up  charges  against  the 
management  of  the  company. 

I  could  reiterate  many  cases  of  this  character,  but  I  have 
stated  enough.  Unexplained,  your  conduct  since  you  have 
been  in  the  employ  of  the  company,  shows  a  degree  of  de- 
pravity and  disloyalty  to  yourself,  to  your  duties,  and  to  the 
relations  which  you  bear  to  myself  and  to  the  company,  which 
I  did  not  suppose  it  possible  to  fall  to  the  lot  of  any  man. 

Under  these  circumstances  you  could  neither  expect  nor  de- 
sire to  be  continued  longer  in  the  service  of  the  Receiver  or  of 
the  company. 

If  by  any  possibility  I  have  done  you  injustice,  I  shall  regret 
if,  and  when  convinced  thereof,  shall  be  as  impatient  in  my 
efforts  to  remedy  any  such  injustice,  as  I  have  been  patient  in 
continuing  you  in  the  service,  in  the  hope  that  your  own  sense 
of  honor  and  of  justice  would  constrain  you  to  make  the  proper 
amends. 

Respectfully, 

H.  J.  Jewett, 

Receiver. 

Mr.  Sterne — I  move  to  strike  the  whole  of  that  letter  out  of 
the  record. 

The  Chairman — We  have  passed  upon  receiving  the  letter, 
and  we  decline  to"  strike  it  out. 
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Mr.  Sterne — Now  let  him  read  the  answer. 

Mr.  Shipman — He  can  read  the  answer  al  the  conclusion  of 
my  cross-examination. 

Mr.  Si  erne— I  want  it  read  now. 

The  Chairman — Mr.  Shipman  is  entitled  to  proceed  in  his 
own  way. 

Mr.  Shipman — I  will  waive  my  objections  and  will  let  it  be 
read  now. 

Mr.  Balch  then  read  his  letter  dated  May  22d,  1878,  as  fol- 
lows : 

22  West  Twenty-second  street,  ( 

New  -York,  May  22,  1878.      j 
Hon.  H.  J.  Jewett, 

Receiver  Erie  Railwaji  Company  : 

Sir, — On  the  8th  inst.  I  acknowledged  the  receipt  of  your 
leth  r  to  me  of  the  7th  inst.,  and  stated  that  as  soon  as  certain 
duties  connected  with  my  position  had  been  discharged  I 
should  take  an  opportunity  of  making  a  reply,  encouraged  by 
your  concluding  remark  that 

"  If  by  any  possibility  I  have  done  you  injustice  I  shall 
"  regret  it,  and  when  convinced  thereof,  shall  be  as  impatient  in 
"  my  efforts  to  remedy  any  such  injustice,  as  I  have  been 
"  patient  in  continuing  you  in  the  service  in  the  hope  that 
"  your  own  sense  of  honor  and  of  justice  would  constrain  you 
"  to  make  the  proper  amends." 

I  shall  endeavor  in  this  communication  calmly  to  review  the 
facts  to  which  you  refer,  and  which  assume  the  form  of  accu- 
sation in  the  shape  in  which  you  have  presented  them,  in  the 
hope  that  I  may  convince  you  that  I  am  not  guilty  of  wrong. 

Substantially  the  charges  are  comprehended  under  three 
principal  heads,  viz. : 

1.  My  duties  in  connection  with  the  Annual  Reports. 

2.  My  intercourse  with  Mr.  J.  S.  Moore. 

3.  My  personal  relations  and  letters  to  Mr.  P.  J.  Lynch. 

1.   The  Annual  Reports. 

Tou  remark  that  you  determined  to,  and  did  assign  to  me 
the  duties  of  Statistician  for  the  company,  imposing  upon  me 
the  duty  of  preparing  all  reports  for  the  State  Engineer,  as 
well  as  reports  to  the  stockholders ;  that  I  assumed  these 
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duties ;  that  I  have  discharged  them  up  to  the  present  time,  and 
that  every  report  made  was  made  by  me,  etc. 

I  think  you  are  mistaken  in  respect  to  this,  and  that  your 
memory,  when  refreshed,  will  agree  with  what  I  state. 

On  the  18th  of  November,  1875,  you  informed  me  that  you 
wisbed  me  to  take  charge  of  such  statements  and  accounts  as 
might  be  rendered  to  you  from  time  to  time,  with  a  view  of 
arranging  and  digesting  them  for  your  use.  The  next  day 
you  directed  me  to  prepare  the  annual  report  to  the  State 
Engineer  for  the  year  ending  September  30,  1874,  and  to  call 
upon  the  proper  officers  for  the  requisite  information.  Neither 
then,  nor  at  any  other  interview  did  I  understand  you  to 
assign  me  the  duties  of  Statistician  for  the  company.  I  was 
not  designated  as  such  in  any  order,  nor  had  I  any  official 
title.  I  completed  the  report  to  the  N.  Y.  State  Engineer, 
and  after  adjusting  it  to  meet  your  views,  completed  similar 
reports  for  the  States  of  Pennsylvania  and  New  Jersey. 

Since  then  I  have  from  year  to  year,  under  your  directions, 
prepared  similar  reports. 

I  never  was  charged  with  preparing  "  reports  to  stock- 
holders," and  have  never  prepared  one. 

Your  first  report,  called  in  the  minutes  a  "  statement,"  made 
to  the  Board  of  Directors,  December  10,  1874,  was  not  made 
by  me.  I  never  heard  of  it  until  it  was  presented  to  the  board, 
and  never  saw  it  until  sometime  after  it  was  printed. 

In  respect  to  the  next  "  statement  to  the  stockholders/' 
dated  May  lH,  1875,  the  only  part  I  had  in  it  was  the  prepara- 
tion of  some  statistics  in  regard  to  the  annual  expenses  of  the 
Atlantic  &  Great  Western  Eailway,  for  the  years  1872  and 
1873,  some  figures  from  which  you  embodied  in  your  report. 
I  never  saw  or  read  the  completed  statement  until  it  was  in 
print  and  made  public. 

The  next  published  report,  other  than  the  statutory  ones  to 
the  New  York  State  Engineer  was,  "  The  annual  report  of 
the  Receiver  of  the  Erie  Eailway  Company  to  the  Board  of 
Directors  for  the  year  ending  September  3lth,  1876,"  laid 
before  the  board  and  ordered  to  be  printed  December  21, 1876. 
I  was  not  consulted  in  regard  to  a  single  item  of  the  report, 
had  nothing  to  do  with  its  preparation,  and  never  saw  a  line 
of  it  until  it  was  printed  and  published. 

On  the  5th  of  December,  1877,  you  directed  me  to  prepare 
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so  ruuch  of  the  text  and  statistical  part  of  your  annual  report 
to  the  Board  of  Directors  for  the  fiscal  year  ending  Septem- 
ber 30th,  1877,  as  I  could,  arranging  it  in  the  same  form  as  the 
text  and  tables  in  the  report  for  1876.  It  was  not  until  the 
lltli  or  12th  of  December  that  I  received  from  you  galley 
proofs  of  the  reports  of  the  Auditor  and  General  Superintend- 
ent upon  which  your  report  was  to  be  based.  I  prepared  so 
much  of  the  report  as  was-possible,  from  the  data  given  me, 
but  stated  to  you  that  it  could  not  be  expected  that  I  should 
write  the  part  relative  to  your  general  policy.  On  the  21st 
December  I  read  to  you  the  manuscript  I  had  prepared.  I 
am  not  aware  that  this  report  was  ever  presented  to  the  direc- 
tors, or  published. 

I  think,  on  a  review  of  the  matter,  you  will  be  satisfied  that 
I  am  not  responsible  for  any  "  reports  to  stockholders,"  made 
since  you  took  office  in  July,  1874. 

You  then  remark : 

"  When  the  charge  was  made  that  the  report  was  incorrect, 
"  and  the  attempt  was  made  to  hold  me  responsible  for  an  al- 
"  leged  willful  disregard  of  the  facts,  I  supposed  that  you  would 
"  as  promptly  assume  the  responsibility  of  the  facts  and  of  the 
"  statement  being  in  conformity  with  law,  as  I  had  a  right  to 
"  suppose  upon  the  supposition  you  were  a  man  of  honor,  of 
"  ordinary  integrity,  and  possessed  of  that  fidelity  to  service  so 
"  characteristic  of  the  profession  in  which  you  were  educated." 

So  far  as  I  can  judge  from  a  large  portion  of  the  complaint 
which  follows,  I  think  you  have  reference  to  the  statement  of 
the  floating  debt  in  the  report  to  the  New  York  State  Engineer, 
for  the  year  ending  September  30th,  1877. 

I  will  advert  to  the  history  of  the  statement. 

When,  on  the  19th  November,  1874,  I  undertook  to  prepare 
the  Annual  Eeport  to  the  New  York  State  Engineer,  I  was 
aware  that  the  reports  of  your  predecessors  had  been  criticised, 
and  with  full  confidence  that  you  desired  to  have  the  report 
correct  and  truthful,  and  animated  with  a  strong  desire  myself 
to  render  it  perfect,  I  made  the  most  painstaking  efforts  to 
produce  a  report  which  should  be  correct  in  every  particular. 

On  coming  to  prepare  the  statement  of  the  amount  of  float- 
ing debt  on  the  30th  September,  1874,  as  given  in  the  com- 
pany's balance  sheet  of  that  date,  furnished  to  me  by  the 
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Auditor,  the  question  arose  as  to  what  items  constituted  the 
floating  debt  of  a  compan)'. 

About  the  6th  January,  1875,  I  consulted  with  you  on  this 
point.  You  regarded  it  as  comprehending  the  loans  and  bills 
payable  only,  and  asked  my  opinion. 

Bearing  in  mind  the  title  of  page  4  of  the  printed  blank 
used,  namely,  "  Stjck  and  Debts,"  and  which  I  supposed 
clearly  meant  to  cover  all  the  stock  and  debts  of  the  compauy, 
I  gave  it  as  my  impression  that  the  item  "  floating  debt"  was 
intended  to  embrace  all  debts  of  the  company  that  were  not 
funded.  The  Auditor  did  not  concur  with  me  in  'this  opinion, 
and,  as  my  recollection  serves,  he  also  claimed  his  interpreta- 
tion to  be  that  given  by  former  officers  of  the  Company.  As 
he  had,  in  connection  with  Mr.  T.  Houston,  Auditor  of  the 
New  York  &  Oswego  Midland  Railroad  Company,  made,  dur- 
ing the  preceding  year,  a  critical  examination  of  the  books  of 
the  Brie  Railway  Company,  for  the  period  from  July,  1872,  to 
March  31st,  1874,  and  had  had,  as  I  understood,  great  expe- 
rience as  an  accountant,  I  yielded  my  opinion  to  his  as  a  skill- 
ful expert. 

The  real  point  at  issue  was  the  amount  of  the  "  Bills 
Audited"  account  on  the  balance  sheet,  this  being  the  account 
on  the  Auditor's  books  which  embraced  all  written  evidences 
of  indebtedness  other  than  "  loans  and  bills  payable"  (except 
traffic  balances),  which  I  supposed  should  be  classed  as  float- 
ing debt.  After,  as  I  have  said,  I  yielded  my  opinion  to  those 
of  yourself  and  the  Auditor,  and  still  thinking  it  would  be  well 
to  define  what  was  included  in  "floating  debt,"  I  proposed 
that  the  item  should  be  stated  as  follows  :  "  The  amount  now 
of  floating  debt,  consisting  of  loans  and  bills  payable,  f ." 

I  also  suggested,  in  order  to  make  the  report  complete,  and 
silence  all  criticism  by  those  who  might  claim  there  were  other 
debts  of  the  company  besides  its  "  funded  debt,"  "loans  and 
bills  payable,"  to  add  a  note  at  the  bottom  of  page  4-giving  the 
amount  of  all  other  liabilities  not  specified  in  items  6  and 
8.  In  accordance  with  this  suggestion  I  prepared  page  4  of 
the  report  and  submitted  it  to  you,  January  20,  1875.  You  ap- 
proved of  the  entry  made  at  item  8,  viz  :  "  The  amount  now  of 
floating  debt  consisting  of  loans  and  bills  payable,"  but  you 
did  not  approve  of  my  suggestion  as  embodied  in  the  foot  note, 
and  ordered  me  to  strike  out  the  note  and  state  the  debt  as  it 
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appears  at  item  8,  page  4.  The  next  day  you  directed  me  to 
replace  the  note  as'  pioposed  by  me,  at  the  bottom  of  the  page. 
I  accordingly  prepared  a  new  page  4,  as  so  directed.  Two 
days  after  you  instructed  me  to  strike  out  the  note  and  I  then 
prepared  another  page  4  in  the  form  in  which  it  appears  in  the 
official  report. 

I  think  you  will  remember  all  these  facts. 

I  was  of  the  opinion  that  the  floating  debt  was  not  confined 
to  loans  and  bills  payable,  but  I  had  no  authority  to  do  other- 
wise than  I  was  directed,  and  hence  I  yielded  to  the  opinions 
of  those  who  were  more  experienced  and  skillful  than  myself 
and  whom  I  believed  honestly  came  to  a  different  conclusion 
from  my  own. 

I  afterwards  followed  the  precedent  then  established  in  pre- 
paring the  annual  reports  to  the  State  Engineer  lor  1875, 18(6 
and  1877;  I  was  not  aware  until  since  the  date  of  the  last  re- 
port that  the  earlier  reports  of  the  company  were  not  in  ac- 
cordance with  your  views  and  those  of  the  Auditor. 

I  now  find  that  in  the  report  of  Hon.  John  A.  Dix  "  to  the 
stockholders,  for  the  nine  months  ending  July  1,  1872,"  under 
the  head  of 

"Floating  debt '"  at  page  6,  he  states  it  as  "  including  loans 
on  demand,  bills  payable,  outstanding  vouchers  and  pay-rolls 
and  accrued  interest  on  the  funded  debt,"  $6,463,668.20. 

In  the  annual  report  to  the  New  York  State  Engineer  for  the 
fiscal  year  ending  September  .'iOth,  1872,  "  the  amount  now  of 
floating  debt "  is  stated  at  $2,5 1.7,301.26.  A  reference  to  the 
report  of  Messrs.  Little  and  Houston  on  the  account  of  the  Erie 
Railway  Company  from  July  1,  1872,  to  March  HI,  1874,  and  to 
that  of  Messrs.  Quilter,  Ball  &  Company,  on  the  same  subject 
made  to  the  London  Banking  Association,  October  6th,  1874, 
shows  that  the  above  floating  debt  was  made  up  as  follows,  viz  : 

"Loans  other  than  those   properly   chargeable 

to  the  funded  debt $1,505,670  70 

"  Bills  payable 628,577  89 

Other  indebtedness  "  after  deducting  cash  in  the 
hands  of  the  Treasurer  and  agents  of  the 
company,  and  current  accounts  receivable" . .      383,052  67 


$2,517,301  26 
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In  the  annual  report  to  the  New  York  State  Engineer  for 
the  fiscal  year  ending  September  30th,  1873,  the  amount  now 
of  floating  debt  is  given  at  $"2,714,103.51  ;  if  you  will  turn  to 
the  report  of  Messrs.  Little  &  Houston,  already  referred  to, 
you  will  find  that  the  above  amount  is  composed  of 

"  Loans"    $210,814  78 

"  Bills  audited" 1,713,359  52 

"  Bills  payable" 789,929  21 


$2,714,103  51 


I  also  find  in  the  report  of  Messrs.  Little  &  Houston,  above 
referred  to,  that  under  the  head  of 

"  Floating  Debt,  February  28th,  1874,"  they  state 

"  Bills  audited,  including  February  bills $2,768,385  19 

"Loans" 1,617,305  92 

"  Bills  payable  " 435,622  31 

"  Outstanding  accounts  payable" -. 2,668,804  72 

"  Union  Bank  of  London,  loan  account " 904,202  87 

Total   $8,:i94,321  01 

Aga'n  in  the  same  report : 

"  Floating  DM,  March  Zlst,  1871." 

"  Bills  audited,  including  March  bills"   2,637,861  78 

"  Loans" 1.948.&25  92 

"  Bills  payable" 500,115  11 

"  Outstanding  accounts  payable" 2,970,049  49 

"  Union  Bank  of  London,  provisional  account". .  9U4,i02  87 

"  London  Banking  Association" 268,7 1 9  59 

Total $9,2.9,774  76 

The  statements  above  given,  taken  from  documents  with  the 
contents  of  which  I  was  not  familiar,  in  January,  1875,  are  set 
forth  t )  convince  you  that  while  I  was  simply  a  clerk  to  pre- 
pare the  reports  containing  this  item  of  floating  debt,  and  per- 
formed my  duty  by  yielding  to  yours  and  the  Auditor's 
opinions  my  own  opinion  was  without  my  knowledge  justified 
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by  the  action  of  General  Dix,  of  President  Watson,  and  of 
Messrs.  Little  and  Houston,  and  I  am  persuaded  that  if  you 
had  had  before  you  at  the  time  the  question  regarding  floating 
debt  was  raised,  the  report  of  the  last  named  gentlemen,  you 
would  have  concurred  in  their  views. 

2.  My  Intercourse  with  Mr.  J.  8.  Moore. 

I  never  knew  or  heard  of  Mr.  Moore  until  sometime  in 
the  winter  of  1875-6,  when  he  called  at  my  office,  representing 
himself  as  an  accountant  acting  on  behalf  of  the  English 
Trustees,  and  desiring  to  learn  about  the  inventory  of  the  Erie 
estate,  then  in  preparation  under  my  direction.  I  reported 
the  fact  to  you,  and  you  desired  me  to  furnish  him  with  any 
information  which  he  wished.  I  complied  with  your  instruc- 
tions. At  his  request,  I  supplied  him  with  some  specimens  of 
the  forms  used  in  the  work,  and  lent  him  the  only  copy  I  had 
of  my  testimony  in  the  case  of  J.  Bancroft  Davis  vs.  The  Erie 
Eailway  Company,  taken  before  Jas.  C.  Spencer,  Referee,  on 
the  10th  November,  1875,  giving  a  detailed  history  of  the  pro- 
gress of  the  inventory  work  to  that  date.  This  testimony  Mr. 
Moore  retained  in  his  possession  many  months,  although  re- 
peatedly requested  to  return  it. 

Months  alter  thus  forming  Mr.  Moore'sacquaintance,  namely, 
in  October,  1876,  upon  the  occasion  of  my  showing  you  the 
first  bound  volume  of  the  inventory,  you  expressed  yourself 
offended  at  the  methods  I  had  adopted  in  preparing  the  re- 
cord, directed  me  to  discontinue  the  work  of  inventorying  the 
property  then  in  progress,  to  submit  the  descriptions  of  the 
property  as  prepared  to  the  revision  of  the  officers  responsible 
for  its  care,  and  instructed  me  to  discontinue  work  on  the  copy 
of  the  inventory  in  preparation  for  the  English  Trustees. 
These  directions  I  proceeded  to  obey.  A  few  days  after  this 
interview  with  you,  I  called  upon  Mr.  Moore,  to  obtain  the 
copy  of  my  testimony  I  had  lent  him.  At  that  visit,  in  reply 
to  his  direct  interrogations,  made  with  apparent  frankness,  as 
to  the  progress  of  the  inventory  work  and  my  reasons  for  re- 
calling the  testimony,  I  stated  to  him  the  result  of  my  conver- 
sation with  you. 

You  will  remember,  that  shortly  after  this,  you  sent  for  me 
and  in  the  presence  of  Mr.  Shearman,  stated  that  I  had  given 
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a  paper  reflecting  upon  you  to  Mr.  Moore,  with  a  request  that 
he  would  send  it  to  Sir  E.  Watkins. 

I  denied  the  charge,  explained  the  facts  and  expressed  my 
desire  to  have  a  personal  interview  with  Mr.  Moore,  in  your 
presence.  That  interview  did  not  take  place,  but  on  the  21st 
October,  1876,  I  had  a  second  interview  with  you,  at  which 
Mr.  Shearman  was  present,  and  without  admitting  what  you 
say,  "  that  I  had  been  guilty  of  prevarication,"  stated  all  the 
facts  of  the  interview  with  Mr.  Moore,  apologized  to  you  for 
any  aspersions  or  offensive  remarks  I  had  made  and  tendered 
my  resignation.  I  was  mortified  that  I  might  have  used  in 
the  confidence  ot  a  private  conversation  with  one  I  supposed 
to  be  a  man  of  honor,  words  which  might  have  been  offensive 
to  you  ;  I  desired,  therelore,  to  make  all  amends  and  lor  this 
reason  offered  you  my  resignation.  You  declined  to  accept  it, 
and  I  supposed  that  my  apology  was  satisfactory. 

3.  My  official  and  personal  relations  to  Mr.  P.  J.  Lynch. 

In  respect  to  this,  you  say  that  I  "  have  in  a  secret  and  clan- 
"  destine  manner  persistently  sought  to  deprecate,  disorganize 
"  and  discredit  the  management  of  the  company,"  referring  to 
transactions  growing  out  of  my  official  and  personal  relations 
to  Mr.  P.  J.  Lynch. 

Mr.  Lynch  was  a  civil  engineer  of  good  repute,  and  for 
many  years  a  trusted  employe  of  the  Erie  Railway  Company. 
For  more  than  five  years  I  had  regarded  him  as  my  personal 
friend,  and  I  had  had  the  opportunity  of  doing  him  many  acts 
of  kindness. 

When  I  entered  the  employment  of  the  company  under 
Presidert  Watson,  Mr.  Lynch  was  performing  the  duties  of 
chief  engineer,  and  shortly  afterwards  I  first  made  his  personal 
acquaintance.  In  January,  1875,  on  account  of  a  reduction  of 
the  engineer  force  he  was  honorably  discharged  from  the  com- 
pany's service. 

In  January,  1876,  while  engaged  in  revising  and  correcting 
the  inventory  as  first  taken,  on  my  recommendation  of  him  as 
an  engineer  of  experience,  familiar,  with  the  road  and  its  ap- 
pointments, and  a  person  in  whom  I  had  confidence,  you  au- 
thorized his  employment.  He  remained  in  thp  service  under 
my  orders  until  January,  1877.  He  had  faithfully  performed 
his  duties,  and  I   parted   with   him,  as   I  supposed,  with  the 
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kindest  mutual  relations.  Theie  wore,  however,  facts  in  rela- 
tion to  that  portion  of  the  inventory,  revised  under  his  super- 
vision, which  at  times  required  detailed  explanations  from  him, 
and  as  the  explanations  became  necessary  memoranda  were 
made,  and  on  his  next  visit  to  New  York  he  would  come  to 
my  office,  take  up  and  dispose  of  them. 

In  accordance  with  the  general  custom,  where  persons  have 
been  a  long  time  in  the  company's  employment,  and  have  been 
honorably  discharged,  passes  are  occasionally  issued  to  them; 
when  Mr.  Lynch  wrote  that  he  wished  to  come  to  New  York  I 
asked  for  a  pass  for  him,  and  if  we  had  memoranda  to  refer  to 
him — which  has  occurred  four  or  five  times  during  the  last  fifteen 
months — I  sent  a  written  request  to  the  General  Superintend- 
ent for  passes  for  M.  Lynch  "  on  account  of  the  Inventory." 
Mr.  Lynch  when  in  town  would  then  call  at  the  office  and  make 
the  explanation  desired. 

The  last  time  that  he  wrote  for  a  pass  I  made  the  usual  re- 
quest for  one,  to  the  General  Superintendent,  but  he  declined 
to  give  it.  I  thought  the  refusal  -unjust  aud  carried  my  request 
to  Mr.  Shearman,  telling  him  that  Mr.  Lynch  was  entitled  to 
the  pass  as  an  old  employe,  and  that  besides  this  I  wanted  to 
refer  some  matters  to  him  for  his  explanation.  Without  any 
hint  or  suggestion  from  me  he  noted  "  one  "  and  "  B."  on  the 
passes.  In  sending  the  pass  to  Mr.  Lynch  I  mentioned  the 
facts  as  they  occurred.  That  is  the  whole  of  the  matter.  I 
supposed  I  was  aiding  the  company  and  nothing  more.  You 
are  utterly  mistaken  in  supposing  it  was  to  open  to  him  any  of 
the  confidential  business  of  the  company,  or  to  confer  with  him 
on  anything  detrimental  to  it  or  its  officers,  yourself  included, 
or  to  furnish  in  any  manner  any  information  to  or  for  General 
Sickles. 

In  the  month  of  October  last  Mr.  Lynch  in  writing  to  me  of 
a  patent  right  in  which  he  was  interested,  mentioned  that  he 
had  been  engaged  in  measuring  the  third  rail  on  the  western 
end  of  the  road  at  General  Sickles'  request,  and  that  after  com- 
paring the  result  of  his  labors  with  the  details  of  that  part  of 
the  real  estate  as  given  in  the  inventory  on  file  in  the  Supreme 
Court,  had  found  your  record  correct  in  every  particular. 

I  have  no  recollection  of  his  ever  having  mentioned  to  me 
General  Sickles'  name,  or  that  of  any  of  your  opponents,  in  any 
other  letter,  excepting  one  received  from  him  a  week  before  the 
sale  of  the  road,  in  which  he  asked  me  "  to  make  it  convenient  " 
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to  meet  a  mutual  friend  'who  had  an  appointment  with  General 
Sickles  on  a  certain  day  named,  "  and  much  oblige  "  him.  I 
paid  no  attention  to  the  letter  nor  his  request,  and  never  re- 
plied to  it  in  any  manner  howsoever. 

In  the  course  of  the  past  year  Mr.  Lynch  had  repeatedly  im- 
portuned me  by  letter  to  assist  him  in  the  sale  of  lumber  to 
the  company.  I  had  on  one  or  two  occasions  represented  his 
claims  as  a  former  employe  in  good  standing  to  the  Purchas- 
ing Agent,  but  no  purchases  were  ever  made  from  him,  and  in 
reply  to  one  of  his  letters  on  this  subject,  I  used  the  expres- 
sion you  quote,  meaning  that  as  affairs  stood  he  must  not 
expect  me  to  help  him,. but  if  I  were  rewarded  ''I  should  not 
forget  those  who  have  been  my  friends,"  a  very  natural  but  I 
clearly  see  an  unwise  remark  to  make  either  respecting  you  or 
myself,  since,  under  the  circumstances,  it  was  one  easily  mis- 
construed. 

You  also  quote  from  my  letter  that  I  "  hope  then  to  get 
some  credit  for  the  work  done  for  Brie,  and  a  better  position." 
I  may  also  have  been  unwise  in  writing  this,  but  while  it  was 
not  said  in  any  respect  in  antagonism  to  you,  I  had  a  right  to 
suppose  that,  in  any  result  of  Brie  matters,  my  faithful  labors 
in  the  company's  service  and  interest  would  be  appreciated 
and  afford  me  more  remunerative  employment  than  that  on 
which  I  had  been  for  three  years  engaged.  It  certainly  was 
not  in  contemplation  of  any  favor  from  Gen.  Sickles,  or  those 
he  acted  with,  as  so  far  from  their  being  under  obligations  to 
me,  I  had  repeatedly  rejected  their  advances  and  refused  to 
listen  to  their  overtures. 

In  my  converations  with  Mr.  Lynch,  I  had  always  regarded 
him  as  a  friend,  and  one  who  was  generaly  familliar  with  the 
management  of  the  railway  and  the  facts  brought  out  by  the 
inventory.  I  spoke  freely,  but  in  no  respect  with  the  intention 
oi'  giving  him,  General  Sickles,  or  any  one  else,  information  by 
which  to  attack  its  administration. 

I  here  close  my  reply.  I  have  endeavored  to  state  the  facts 
in  relation  to  what  has  passed  between  us,  as  I  think  you  will 
remember  them.  In  respect  to  the  other  matters,  I  believe  I 
have  not  distorted  facts,  and  that  I  can  clearly  sustain  to  your 
satisfaction  all  my  statements. 

I  remain,  respectfully, 

Your  obedient  servant, 

Geokge  T.  Baioh. 
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Q.  "What  is  the  date  of  that  letter  ?     A.  I  don't  remember. 

Mr.  Sterne— I  submit  that  this  shall  go  in  evidence  at  the 
same  time. 

Mr.  Shipman — Oh,  of  course,  but  this  is  our  copy ;  I  sup- 
pose you  would  want  the  original ;  the  Colonel  has  got  that, 
and  he  can  produce  it ;  you  can  have  the  copy  if  you  de- 
sire it. 

Mr.  Stebne — Does  the  Committee  receive  it? 

The  Chaiuman — Yes,  sir. 

(Marked  Exhibit  No.  3,  July  10th,  1879.) 

Q.  You  were  then  vindicating  your  course  to  Mr.  Jewett  in 
that  letter?     A.  Yes,  sir. 

Q.  Who  was  this  Mr.  Lynch  that  you  have  mentioned? 
A.  I  have  explained  in  my  letter  who  he  was. 

Q.  You  had  known  him  for  some  time  ?  A.  I  said  I  had 
known  him  for  five  years. 

Q.  You  had  kept  up  a  constant  correspondence  with  him, 
hadn't  you?     A.  No,  sir. 

Q.  You  wrote  the  letters  to  him  that  have  been  identified 
here  this  morning  by  you,  did  you  not  ?  A.  I  identified  those 
letters  as  my  letters,  but  whether  they  are  letters  to  Mr. 
Lynch  or  not  I  cannot  say. 

Q.  Did  you  not,  during  the  period  from  the  3d  of  May,  1876, 
do  /n  to  the  1st  of  April,  1878,  communicate  repeatedly  with 
Mr.  Lynch  ?  A.  During  the  time  that  Mr.  Lynch  was  con- 
nected with  me  officially,  I  repeatedly  communicated  with  him. 

Q.  While  he  was  at  Elmira  ?     A.  Yes,  sir. 

By  Mr.  Stebne  : 

Q.  "What  official  connection  had  he  with  you  ?  A.  From 
January,  1876,  up  to  the  end  of  January,  1877 — about  a  year 
— he  was  an  employe  of  mine,  engaged  ou  the  inventory  work. 

By  Mr.  Shipman  : 

Q.  When  did  he  leave  the  Erie  road  ?  A.  About  the  1st 
of  February. 

Q.  What  year?     A.  1877. 

Q.  Didn't  you  write  him  through  the  remainder  of  1877,  and 
down  to  April  1st,  1878  ?  A.  As  I  recollect  it,  I  wrote  him 
several  times  ;  I  don't  recollect  the  number  of  times. 
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Q.  He  was  in  the  employ  of  the  parties  whom  General 
Sickles  represented  in  that  bitter  controversy  with  Mr.  Jewett? 
A.  I  was  not  aware  of  it. 

Q.  Wasn't  he  in  the  employ  as  an  engineer,  to  examine  in 
regard  to  putting  in  that  third  rail,  about  which  it  was  claimed 
there  was  some  fraud ;  didn't  you  know  that  ?     A.  No.  sir. 

Q.  You  knew  that  he  was  not  in  the  service  of  the  Erie  Road  ? 
A.  I  didn't  know  that  he  had  anything  to  do  with  General 
Sickles  until  about  the  time  I  left  the  Brie  Railroad. 

Q.  You  understood  that  he  was  not  in  the  service  of  the  road 
after  February,  1877  ?     A.  I  know  he  was  not. 

Q.  Didn't  you  repeatedly  write  to  him  letters,  in  which  you 
assailed  the  administration  of  the  road,  the  capacity  and 
integrity  of  Mr.  Jewett,  the  capacity  of  Mr.  Bowen,  the  super- 
intendent, of  Mr.  Blanchard,  of  Mr.  Chanute  ;  didn't  you  de- 
nounce them  all  as  substantially  worthless  men  in  the  conduct 
of  a  railroad?  A.  I  cannot  answer  the  question  without  see- 
ing the  letters. 

Q.  Didn't  you  denounce  Mr.  Jewett  to  Mr.  Lynch,  verbally 
and  by  letter,  as  unfit  for  the  Receivership  ?  A.  I  cannot 
answer  that  question. 

Q.  What  is  your  best  recollection  on  that  subject?  A.  I 
don't  recollect  anything  of  the  kind. 

Q.  Didn't  you  keep  up  with  this  Lynch  a  correspondence,  in 
which  you  assailed  the  administration  of  this  road  secretly, 
under  confidential  letters  to  him,  and  didn't  you,  in  these  let- 
ters, use  the  language  that  you  would  '■  make  the  fur  fly,  bye 
and  bye,''  and  didn't  you  intimate  to  him  that  you  expected 
promotion,  and  that  you  would  reward  your  friends  when  you 
arrived  at  that  promotion  ;  what  is  your  best  recollection  ?  A. 
The  letters  themselves  will  tell. 

Q.  I  ask  you  now  what  your  best  recollection  is  ?  A.  I  have 
no  recollection  of  the  letters. 

Q.  I  take  your  answer ;  what  did  you  have  to  do  with  the 
proceedings  that  were  originated  in  this  City  during  the  pro- 
gress of  the  civil  suits  charging  Mr.  Jewett  with  perjury  in 
making  the  reports  that  had  been  prepared  by  you  ?  A.  All 
I  had  to  do  with  it 'was  that  I  received  a  subpoena  to  appear 
before  the  Justice  to  give  such  testimony  as  I  had  to  give. 

Q.  Do  you  know  how  you  came  to  be  subpoenaed  ?     A.  No, 

sir. 
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Q.  Had  you  made  a  communication  to  the  parties  engaged 
in  prosecuting  Mr.  Jewett  ?     A.  No,  sir. 

Q.  Had  you  to  anybody  ?     A.  No,  sir. 

Q.  You  think,  then,  you  were  summoned  without  their  know- 
ing anything  about  your  views  as  to  what  you  would  testify 
to?  A.  I  don't  know  anything  about  that;  it  was  a  well 
known  fact  that  I  had  for  four  years  made  up  the  State  reports  ; 
everybody  connected  with  the  office  knew  that. 

Q.  Didn't  you  volunteer  any  information  on  that  subject, 
and  intimate  that  you  could  aid  them  in  prosecuting  Mr.  Jew- 
ett for  perjury  ?     A.  I  have  no  recollection  of  it. 

Q.  Didn't  you  volunteer  as  a  witness  ?  A  I  have  no  recol- 
lection of  it ;  I  was  subpceuaed. 

Q.  Didn't  you  volunteer  to  go  uj)  to  the  Grand  Jury  room 
to  testify  ?  A.  I  have  no  recollection  of  any  volunteering  of 
the  kind ;  in  fact,  I  didn't  know  anything  about  it  until  I  got 
my  subpoena. 

Q.  How  many  times  were  you  subpoenaed  ?  A.  I  was  sub- 
poenaed in  February  to  appear  before  the  Justice,  and  I  was 
subpoenaed  in  May  to  appear  before  the  Grand  Jury. 

Q.  Did  you  appear  before  the  Grand  Jury  ?  A.  I  did,  in 
answer  to  the  summons. 

Q.  You  and  Mr.  Shearman  ?     A.  Yes,  sir. 

Q.  Were  you  examined  ?     A.  No,  sir. 

Q.  Then  you  didn't  appear  before  the  Grand  Jury  ?  A.  I 
was  there  ready  to  appear. 

Q.  You  waited  four  hours,  didn't  you  ?  A.  I  waited  until  I 
was  discharged ;  I  was  simply  a  witness,  and  when  I  was  dis- 
charged I  left. 

Q.  Do  you  know  Mr.  Redmond,  the  agent  of  the  Erie  Road 
in  Liverpool  ?     A.  I  do. 

Q.  Have  you  had  any  communication  with  him  on  this  sub- 
ject ?     A.  I  have  no  recollection  of  any. 

Q.  Let  me  see  if  I  can  refresh  your  recollection  ;  didn't  you 
write  to  Mr.  Redmond  your  opinion  that  Mr.  Jewett  in  making 
these  reports  which  you  say  you  made  out,  was  guilty  of  per- 
jury ?  A.  I  am  not  prepared  to  say  what  I  wrote  to  Mr.  Red- 
mond. 

Q.  What  is  your  best  judgment  about  that?  A.  None 
whatever. 

Mr.  Sterne. — %  do  not  think  that  is  fair. 
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Mr.  Shipman^I  withdraw  that  question. 

Q.  What  is  your  best  recollection  ?  A.  I  recollect  writing 
letters  to  Mr.  Redmond  ;  the  contents  of  those  letters  I  do  not 
.  recollect. 

Q.  I  will  now  ask  you  if  you  did  not  write  to  Mr.  Red- 
mond, after  you  had  been  to  the  Grand  Jury  room  and  waited 
and  was  discharged  and  not  called,  that  there  was  no  bill 
found  against  Mr.  Jewett,  and  that  you  didn't  give  it  as  a 
reason  that  Governor  Morgan  was  the  Chairman  of  the  Re- 
publican State  Committee,  and  that  Mr.  Phelps,  the  District 
Attorney,  was  one  of  his  henchmen,  and  that  the  press  in  New 
York  City  had  all  been  bought  up — I  ask  you  if  you  didn't  give 
those  reasons  ?     A.  I  have  no  recollection  of  it. 

Q.  Let  me  read  an  extract  from  a  copy  of  the  letter. 

Mr.  Sterne — I  object  to  your  reading  an  extract  from  a 
letter. 

Mr.  Shipman — I  won't  read  it. 

Q.  Do  you  mean  to  swear  that  you  do  not  recollect  whether 
you  made  those  grave  charges  against  gentlemen  in  New  York 
City  or  not  ?  A.  I  state  deliberately,  that  I  don't  know  what  I 
wrote  to  Mr.  Redmond ;  I  have  written  a  great  many  letters  to 
Mr.  Redmond,  and  I  could  not  recall  to-day  any  specific  state- 
ment in  those  letters ;  I  have  written  a  great  many  lettets ;  the 
letters  will  speak  for  themselves. 

Q.  What  I  want  to  know  now  is,  with  regard  to  these  three 
charges,  or  two  particularly,  that  Mr.  Phelps,  the  District  At- 
torney, was  the  henchman  of  Governor  Morgan,  who  was 
Chairman  of  the  State  Republican  Committee,  and  that  the 
press  of  New  York  were  all  bought  up  ;  do  you,  or  do  you  not, 
recollect  whether  you  did  write  that  ? 

(Objected  to  ;  objection  overruled.) 

A.  I  don't  recollect. 

Q.  I  ask  you  if,  in  your  communication  to  Mr.  Lynch,  you 
didn't  state  that  the  Receiver  was  not  qualified  for  his  duties  ; 
I  understand  you  to  say  you  don't  recollect  whether  you  stated 
that  or  not  ?  A.  I  have  no  recollection  of  what  I  wrote  to  Mr. 
Lynch  ;  the  letters  will  speak  for  themselves. 

Q.  Did  you  ever  make  any  complaint  to  the  Supreme  Court, 
of  the  disqualification  of  Mr.  Jewett  as  Receiver  ?  A.  I  have 
no  recollection  of  it. 
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Q.  Now,  in  the  interview  which  you  have  related,  which  you 
had  with  Mr.  J.  S.  Moore,  didn't  you  endeavor  to  persuade 
Mr.  Moore  to  communicate  charges  against  Mr.  Jewett  for 
maladministration  of  the  road  as  Keceiver,  to  the  English 
Committee  ?  A.  I  recollect  that  interview ;  referring  to  this 
paper,  my  testimony,  which  I  have  spoken  of  in  my  letter,  I 
made  a  remark,  as  I  remember  it,  something  to  this  effect : 
that  he  might  say  to  his  EDglish  friends — whether  I  used  the 
expression  "Trustees"  or  not,  I  cannot  recall — that  they  would 
not  get  their  inventory,  for  I  had  been  ordered  not  to  make  it 
a  day  or  two  before. 

Q.  That  is  not  an  answer  to  my  question  ;  my  question  is 
simply  this,  whether  you  did  not  request  Mr.  Moore  to  com- 
municate to  the  English  Committee,  who  represented  the  Eng- 
lish bond  and  stockholders,  that  Mr.  Jewett  was  guilty  of 
maladministration  of  the  affairs  of  the  road  as  Receiver  ?  A. 
I  don't  recollect  anything  of  that  kind. 

Q.  Didn't  you  prepare  a  paper  containing  charges  against 
Mr.  Jewett,  or  criticisms  upon  his  administration,  and  deliver 
it  to  Mr.  Moore?  A.  I  have  no  recollection  of  any  such 
paper. 

Q.  Didn't  you  go  to  Mr.  Moore's  house  on  Sunday  and  re- 
quest him  to  deliver  you  back  that  paper?  A.  The  only  paper 
that  I  ever  gave  Mr.  Moore,  was  a  copy  of  the  testimony  which 
I  have  referred  to  in  my  letter ;  my  answer  to  Mr.  Jewett  be- 
fore Mr.  Spencer,  which  was  testimony  taken  under  oath  which 
was  given  to  Mr.  Moore,  in  order  that  he  might  see  the  diffi- 
culties that  I  labored  under  in  the  early  days  of  the  inventory 
in  regard  to  finishing  it  up  promptly  ;  I  have  no  recollection  of 
giving  Mr.  Moore  any  other  paper. 

Q.  I  take  your  answer ;  I  don't  want  to  debate  it ;  didn't 
Mr.  Moore  say  to  you,  "  Why,  Colonel  Balch,  have  you  made 
any  communication  of  this  kind  to  Mr.  Jewett ;  that  these 
things  are  wrong  ;"  didn't  he  ask  you  that  question— didn't  he 
call  your  attention  to  that  fact,  and  ask  you  whether  you  had 
made  the  communication  to  Mr.  Jewett?  A.  We  had  a  general 
discussion. 

.    Q.  I  ask  you  that  question  ;  if  you  don't  recollect  it,  say  so? 
A.  I  want  to  answer  the  question  so  it  will  be  understood. 

Q.  Answer  the  question,  and  then  make  your  explanation. 

Mr.  S±ebne— You  may  give  the  whole  of  the  conversation 


891 

that  took  place  between  you  and  Mr.  Moore  as  nearly  as  you 
can  recollect  it,  and  that  will  answer -that  whole  series  of  ques- 
tions. 

Q.  The  question  now  is,  whether  Mr.  Moore  didn't  ask  you 
if  you  had  communicated  these  facts  to  Mr.  Jewett  ?  A.  I  am 
not  prepared  to  say  whether  he  did  or  not. 

Mr.  Stekne — Now,  I  ask  that  the  witness  should  give  the 
whole  conversation  between  him  and  Mr.  Moore. 

Q.  Didn't  Mr.  Moore  advise  you  to  go  to  Mr.  Jewett  ? 
Mr.  Stekne — If  we  are  to  apply  strictly  legal  rules  to  this 
investigation,  it  is  clear  that  upon  a  matter  upon  which  I  did 
not  enter  at  all,  which  is  entirely  original  testimony  on  the 
other  side,  that  they  must  call  for  the  whole  conversation  or 
have  nothing  at  all. 

The  Chaieman — The  object  of  the  examination  is  apparent ; 
I  think  the  examination  is  strictly  in  order. 

Q.  What  is  the  answer  to  the  question,  it  is  a  simple  ques- 
tion ;  you  can  make  any  explanation  afterwards  you  choose 
to ;  did  not  Mr.  Moore  ask  you  whether  you  had  communi- 
cated those  facts  to  Mr.  Jewett  ?  A.  I  don't  recall  whether  he 
did  or  not. 

Q.  Didn't  Mr.  Jewett,  subsequent  to  your  interview  with 
Mr.  Moore,  or  interviews  with  Mr.  Moore,  send  for  you  to 
come  to  his  room?  A.  I  had  but  one  interview  with  Mr. 
Moore. 

Q.  I  said  interview  or  interviews ;  didn't  Mr.  Jewett  send 
for  you  ?     A.  He  did. 

Q.  Didn't  he  speak  to  you  about  this  interview  and  state  to 
you   what    Mr.   Moore  had   stated  to  him  ?     A.  He  made  a 
-  statement. 

Q.  Didn't  you  deny  that  you  had  had  any  such  interview 
with  Mr.  Moore  ?  A.  No,  sir,  I  did  not  deny  the  fact  that  I 
had  an  interview. 

Q.  Didn't  you  deny  that  you  had  made  communications  to 
Mr.  Moore  disparaging  Mr.  Jewett  as  the  Eeceiver  of  the  road 5 
didn't  you  deny  that  ?  A.  I  am  not  prepared  to  say  whether 
I  did  or  not. 

Q.  Didn't  you  agree  with  Mr.  Jewett  at  that  time  and  re- 
quest to  have  an  interview  with  Mr.  Moore  in  his  presence  ? 
A.  I  did  ask  him  to  have  one. 

Q.  Didn't  you  subsequently  decline  to  have  that  interview  ? 
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A.  I  have  no  recollection  of  it ;  I  waited  for  it ;  I  was  ready 
for  it. 

Q.  Didn't  you  request  not  to  have  that  interview  ?  A.  No, 
sir. 

Q.  Didn't  you  admit  to  Mr.  Jewett  that  you  had  been  disin- 
genuous and  false  in  the  statements  as  to  what  took  place 
between  you  and  Moore  ?     A.  No,  sir. 

Q.  And  ask  his  pardon  ?  A.  That  is  an  entirely  different 
thing  ;  you  put  two  things  together. 

Q.  I  am  asking  you  one  question  ?  A.  The  question  in- 
volves three  or  four  different  answers. 

Q.  Was  not  Mr.  Barber  present  at  that  conversation  ?  A.  I 
had  two  interviews  with  Mr.  Jewett  on  that  subject. 

Q.  I  will  take  the  first  one  ;  at  the  first  interview,  didn't  you 
suggest  to  Mr.  Jewett  that  you  ought  to  have,  in  fairness,  an 
interview  with  Mr.  Moore,  in  his  presence  ?  A.  I  did  ;  I  asked 
it  of  him  ;  I  demanded  it. 

Q.  Which  Mr.  Jewett  acceded  to  ?     A.  He  did. 

Q.  Did  you  ever  have  that  interview  ?     A.  I  did  not. 

Q.  Wasn't  it  because  you  yourself  requested  it  should  not 
be  had  ?     A.  No,  sir. 

Q.  Didn't  you  at  the  same  time,  ask  Mr.  Jewett's  pardon, 
for  having  made  the  representations  to  Mr.  Moore?  A.  No, 
sir ;  you  have  got  the  whole  thing  mixed  up. 

Q.  Was  Mr.  Barber  present  at  the  interview  between  you 
and  Mr.  Jewett ;  Mr.  Barber  the  Secretary  of  Mr.  Jewett  ?  A. 
Which  interview  ? 

Q.  The  two  interviews  that  you  now  say  you  had  with  Mr. 
Jewett,  in  relation  to  this  Moore  matter  ?  A.  In  regard  to  the 
first  interview  I  had  with  Mr.  Jewett,  I  don't  remember 
whether  Mr.  Barber  was  present  or  not ;  in  regard  to  the 
second  interview,  I  recollect  that  Mr.  Barber  was  turned  out 
of  the  room — was  requested  to  leave. 

Q.  You  think  Mr.  Barber  did  not  take  stenographic  notes 
of  your  conversation  ?  A.  I  don't  recollect  of  his  doing  so ; 
Mr.  Shearman  was  present  at  the  second  interview. 

Q.  Was  Mr.  Shearman  there  present  by  your  request  ?  A. 
He  was  there  at  my  request,  with  Mr.  Jewett's  authority. 

Q.  You  and  Mr.  Shearman  were  particular  friends,  were  you 
not? 

Mr.  Steene — What  Shearman  is  that  ? 


898 

Mr.  Shipman — William  Pitt  Shearman. 

Q.  I  ask  you  if  Mr.  Shearman  went  there  at  your  request  ? 
A.  He  did. 

Q.  Now,  you  have  stated  here  that  you  applied  to  Mr. 
Little  for  some  information,  to  enable  you  to  fill  out  the  form 
of  the  report  to  the  State  of  Pennsylvania,  and  that  he  did  not 
furnish  it ;  now,  who  framed  the  questions  which  you  put  in 
your  letter  to  Mr.  Little — who  framed  those  questions  ?  A. 
Please  be  a  little  more  specific  about  it ;  I  don't  know  what 
you  refer  to. 

Q.  You  stated  yesterday  that  you  addressed  a  letter  to  Mr. 
Little,  the  Auditor,  requesting  certain  information  under  differ- 
ent heads,  to  enable  you  to  prepare  the  report  to  the  State  of 
Pennsylvania  ?     A    I  did. 

Q.  Is  that  the  letter  (showing  it  to  witness)  ?  A.  That  is 
the  letter ;  that  is  the  official  letter,  dated  the  15th  of  January. 

Q.  That  purports  to  be  a  letter  addressed  by  you  to  Mr. 
Little  ?  A.  In  the  name  of  the  President,  asking  for  certain 
statistics. 

Q.  Who  framed  those  questions  ?  A.  You  speak  of  ques- 
tions ;  I  should  like  to  know  what  questions  you  refer  to? 

Q.  The  questions  you  put  to  Mr.  Little — quite  a  large  num- 
ber of  questions?  A.  Those  questions  set  out  in  this  letter 
are  simply  a  copy  of  the  questions  printed  in  the  Pennsylva- 
nia repdrt,  which  was  put  in  evidence  yesterday  ? 

Mr.  Stebne — I  ask  that  that  letter  be  marked  for  identifica- 
tion. 

Mr.  Shipman — Very  well,  mark  it  for  identification. 

(Marked  No.  9  for  identification,  July  10th,  1879.) 

Q.  I  want  to  call  your  attention  to  the  last  question  ;  I  un- 
derstand you  to  say,  that  the  questions  framed  in  that  letter, 
that  has  been  marked  for  identification,  No.  9,  July  10,  187y, 
are  simply  the  questions  put  in  the  Pennsylvania  form  ?  A. 
Yes,  sir  ;  let  me  see  it  again  ;  there  are  a  great  many  of  those 
letters  ;  let  me  look  at  that  Pennsylvania  form  ;  I  think  it  is 
simply  a  copy  ;  I  beg  your  pardon,  Judge,  there  are  two  let- 
ters—there was  a  letter  anterior  to  this,  which  contains  a  repe- 
tition of  the  questions  in  the  Pensylvania  form. 

Q.  This  is  a  supplementary  letter  ?  A.  This  is  a  supple- 
mentary letter;  the  writing  in  the  two  letters  are  so  much 
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alike ;  this  is  not  the  letter  that  I  supposed  it  was  when  I  look- 
ed at  the  top  ;  the  letter  which  I  referred  to  had  been  sent  and 
the  answer  given,  and  this  is  a  letter  which  I  wrote  in  reply  to 
the  answer. 

Q.  The  question  I  put  to  you  is  this,  who  framed  the  ques- 
tions contained  in  this  letter  ?  A.  The  questions  contained  in 
that  letter— to  go  back  of  that,  to  answer  your  question 
— I  consulted  with  Mr.  Shearman  with  regard  to  this  bal- 
ance sheet,  for  the  reason  that  he  had  to  swear  to  the 
report,  and  so  far  as  my  recollection  serves  me,  the  larger 
part  of  the  questions  in  there  were  suggested  by  him ; 
as  to  every  single  question — for  there  are  a  large  num- 
ber of  them,  I  cannot  recollect. 

Q.  Were  not  those  questions  framed  by  Mr.  Shearman,  on  a 
copy  of  the  Pennsylvania  form,  in  your  presence?  A.  I  can- 
not say  as  to  that. 

Q.  How  many  interviews  did  you  have  with  Mr.  Sherman 
in  relation  to  this  matter  before  you  addresed  that  letter  to 
the  Auditor  ?  A.  I  could  not  say  ;  Mr.  Shearman  had  to  swear 
to  this  report — he  was  a  party  to  the  report,  and,  of  course,  in 
deference  to  his  wishes,  as  a  person  who  had  to  swear  to  the 
correctness  of  it,  I  laid  this  balance  sheet,  which  was  to  form 
a  part  of  it,  before  him,  and  these  questions,  so  far  as  my 
recollection  serves  me,  were  made  by  him. 

Q.  They  were  not  questions  contained  in  the  Pennsylvania 
form,  but  questions  suggested  by  Mr.  Shearman  and  yourself? 
A.  They  grew  out  of  the  fact  that  the  balance  sheet,  which 
was  rendered  as  an  answer  to  my  request,  based  upon  the  Penn- 
sylvania form,  was  in  such  a  shape  that  we  could  not  comply 
with  the  Pennsylvania  form  ;  we  had  to  have  it  in  a  form  that 
we  have  to  get  it  into  this  form. 

Q.  You  could  not  comply  with  the  Pennsylvania  form  ? 
A.  We  could  not  comply  with  their  instructions. 

Q.  Then  what  did  you  want  this  explanation  for?  A.  We 
wanted  au  explanation  of  the  balance  sheet. 

Q.  Didn't  you  and  Mr.  Shearman  cook  up  this  letter  for  the 
purpose  of  obtaining  information  to  communicate  to  the  Mc- 
Henry  party,  who  was  then  assailing  this  road  by  litigation  ? 
A.  No,  sir. 

Q.  You  didn't  get  any  answer  to  your  letter  ?  A.  My  recol- 
lection is  that  we  never  got  any  answer. 
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Q.  Don't  you  know,  and  didn't  you  know  at  the  time,  that 
the  reason  that  you  did  not  get  that  information  was  because 
your  relations  to  that  hostile  party  was  suspected,  and  the 
road  did  not  want  to  furnish  "the  information?  A.  No,  sir ; 
had  not  the  slightest  idea  of  it. 

Q.  Haven't  you  said  that  they  began  to  "  smell  a  rat  ?" 
A.  I  might  have  said  so  ;  I  don't  recollect. 

Q.  We  will  come  down  a  little  to  the  reports,  a  little  in  de- 
tail, and  I  will  be  as  rapid  as  possible  ;  before  I  refer  to  that, 
you  said  you  never  had  been  in  the  employ  of  any  railroad 
company  prior  to  your  going  into  the  office  of  the  Erie,  and 
that  was  in  1872,  when  Mr.  Watson  was  President  ?  A.  Yes, 
sir. 

Q.  Then  you  had  no  experience  in  preparing  reports  of  this 
character  before  you  went  there  ?  A.  Not  in  preparing  re- 
ports to  the  State,  but  I  had  made  a  great  many  other  reports 
of  different  kinds 

Q.  What  reports,  of  what  kind  ?  A.  During  the  time  I  was 
in  the  army,  I  had  charge  of  the  affairs  of  the  Ordnance  De- 
partment ;  I  reorganized  that  department  during  the  war,  and 
I  made  a  very  large  number  of  elaborate  statements  and  re- 
ports to  the  Secretary  of  War. 

Q.  Reorganized  the  Ordnance  Department  of  what — of  the 
United  States  ?  A.  The  Ordnance  Office  of  the  War  Depart- 
ment. 

Q.  Of  the  United  States?     A.  Yes.  sir. 

Q.  Who  was  your  superior  officer  ?  A.  The  Chief  of  Ord- 
nance was  General  Ramsey  at  one  time. 

Q.  Didn't  he  have  anything  to  do  with  the  little  matter  of 
reorganizing  the  Ordnance  Department  of  the  United  States  ? 
A.  You  have  got  the  thing  wrong ;  I  didn't  say  the  Ordnance 
Department ;  I  said  the  Ordnance  office  of  the  War  Depart- 
ment. 

Q.  You  first  said  the  Ordnance  Department ;  I  don't  wish 
to  mi-quote  you  ;  you  had  not  made  any  railroad  reports  ? 
A.  No,  sir. 

Q.  You  knew  that  the  railroad  companies  of  this  State  and 
of  those  of  the  other  States  that  come  into  this  State,  and 
even  those  that  do  not  come  into  this  State,  that  make  reports 
to  Pennsylvania,  had  made  reports  for  a  long  number  of  years 
under  this  statute?  ^ A.  Yes,  sir, 
101 
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Q.  When  you  set  about  preparing  the  report  for  Mr.  Jewett 
to  sign  and  swear  to,  did  you  consult  the  reports  that  had 
been  made  ?  A.  I  did,  so  far  as  it  was  necessary  for  me  to 
do  so. 

Q.  Did,  or  did  not,  the  reports  that  you  made  from  the 
year  1874,  or  commencing  in  January,  1875,  down  to  the  close 
of  your  connection  with  the  road,  conform  substantially  to  the 
usage  that  had  pi*e vailed  in  other  railroad  offices  under  this 
statute  for  twenty-five  years  ?  A.  They  did  not,  in  the  detail 
of  floating  debt. 

Q.  In  what  particular  in  the  detail  of  the  floating  debt  ?  A. 
I  have  stated  in  my  letter  where  they  differ. 

Q.  Where  they  differ  from  the  reports  of  other  railroads ; 
you  do  not  get  my  question  ?  A.  I  am  speaking  of  the  re- 
ports of  the  Erie  Railway. 

Q.  I  understand  that;  did,  or  did  not,  the  reports  that  you 
made  from  the  year  1874,  or  commencing  in  January,  1875, 
down  to  the  close  of  your  connection  with  the  road,  conform 
substantially  to  the  usage  that  had  prevailed  in  other  railroad 
offices  under  this  statute  for  twenty-five  years  ?  A.  I  don't 
know  what  the  usage  in  other  railroad  offices  was  ;  the  reports 
were  substantially  in  the  form,  and  made  on  the  form  they  had 
always  been  made  on,  which  was  prescribed  by  the  law  of 
1850. 

Q.  Then,  you  want  that,  in  regard  to  the  floating  debt, 
stricken  out,  don't  you  ?  A.  No ;  keep  that  in ;  I  do  not 
mean  by  my  answer  to  take  the  question  of  the  floating 
debt  in  other  companies  ;  I  say  the  State  reports,  as  prepared 
by  me,  were  in  the  form  prescribed  by  the  law  of  1850  ;  they 
were  substantially  like  those  reports  made  by  other  railroads 
and  by  the  Erie  Eailroad  ;  now,  when  you  come  to  the  detail 
of  the  floating  debt,  my  answer  is,  that,  so  far  as  the  statement 
of  the  floating  debt  of  other  railroads  is  concerned,  I  am  not 
prepared  to  say  upon  what  principle  they  base  their  state- 
ments, but  so  far  as  the  reports  of  the  Erie  Railway,  and  the 
reports  that  I  prepared  under  Mr.  Jewett's  direction,  differ 
from  those  of  the  preceding  years 

Q.  Differ  for  worse  or  better  ?  A.  I  should  say  worse,  so 
far  as  the  statement  is  concerned. 

Q.  In  what  particular  worse  ?  A.  They  do  not  state  all  the 
debt. 
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Q.  And  you  told  Mr.  Jewett  that— that  they  were  wrong? 
A.  I  told  Mr.  Jewett  that  that  was  my  view  of  it ;  we  dis- 
cussed the  question  generally. 

Q.  I  understood  you  to  say,  yesterday,  that  you  stated  to 
Mr.  Jewett  that  the  prior  reports,  before  you  entered  upon 
this  duty,  had  been  criticised  severely,  and  you  were  anxious  to 
make  it  critically  correct?     A.  That  is  what  I  said. 

Q.  The  result  was  that  between  you  and  Mr.  Jewett — I  don't 
say  who  is  to  share  the  responsibility — you  made  them  a  great 
deal  worse  ?     A.  According  to  my  opinion. 

Q.  You  think  that  is  owing  to  some  defect  or  mistake  of  Mr. 
Jewett?  A.  An  honest  difference  of  opinion  at  the  time  we  had 
this  discussion  ;  I  took  it  in  good  faith  at  the  time  ;  he  ordered 
me  to  do  it ;  it  was  his  own  report ;  I  pressed  the  matter  on  his 
attention. 

Q.  When  you  made  the  report  for  the  year  ending  Sep- 
tember, 1874,  did  you  have  the  balance  sheet  before  you?  A. 
I  did  ;  furnished  by  Mr.  Little. 

Q.  In  regard  to  this  floating  debt,  are  you  certain  there  are 
no  other  elements  of  indebtedness  beyond  the  loans  and  bills 
payable,  bills  audited,  tliat  were  left  out  ?  A.  We  did  not  take 
into  consideration  the  traffic  balances ;  they  were  not  men- 
tioned. 

Q.  That  was  not  possible,  was  it  ?  A.  The  traffic  balances 
could  not  be  ascertained  on  the  30th  of  September  as  of  that 
date,  but  they  could  be  ascertained  of  subsequent  dates,  like 
any  other  account. 

Q.  Are  there  not  many  liabilities  of  a  railroad  company, 
such  as  interest  on  funded  debt  and  rentals  of  leased  lines, 
and  a  great  variety  of  those  things  that  cannot  be  included  in 
the  report  to  the  State  Engineer  that  cannot  be  ascertained 
on  the  30th  of  September,  so  as  to  include  them  all  ?  A. 
These  reports  are  pot  made  on  the  30th  of  September  as  of 
that  date  ;  they  are  made  at  subsequent  dates  as  of  that  date, 
and  the  books  are  written  up  to  that  date. 

Q.  Still  there  would  be  a  great  deal -that  would  not  have 
come  into  the  possession  of  the  road  at  that  time  ?  A.  At 
what  time  ? 

Q.  The  30th  of  September  ?  A.  Undoubtedly ;  there  are 
often  accounts  of  this  kind ;  of  accounts  that  have  accrued,  in- 
debtedness that  has  accrued  prior  to  the  30th  of  [September, 


if  you  take  such  a  date,  that  are  not  received  until  after  that 
date  ;  but  if  we  make  up  the  account  in  the  following  Novem- 
ber or  January,  and  these  accounts  have  all  come  in,  we  can 
ascertain  what  our  debts  were  on  the  30th  of  September. 

Q.  Are  those  accounts  always  got  in — were  they  at  this 
time  ?  A.  I  think  Mr.  Little  informed  me  that  they  were 
when  he  gave  me  that  balance  sheet. 

Q.  When  you  testified  yesterday,  you  spoke  of  certain  items 
that  should  have  been  included  in  floating  debt,  and  you 
named  among  others — the  only  one  you  named  so  far  as  I 
recollect,  was  the  audited  bills?  A.  The  audited  bills  at 
that  time,  as  I  understood  from  Mr.  Little  at  that  date  -going 
back  five  years — the  account  of  audited  bills  covered  the  pay- 
rolls and  all  the  expenditures  for  labor  and  supplies— that 
great  group  was  all  thrown  into  that  one  general  account ; 
they  may  have  been  subdivided  under  a  separate  heading 
since,  but  they  were  kept  in  one  group  at  that  time ;  I  think 
that  was  the  arrangement  of  his  predecessor ;  I  think  he  changed 
that  subsequently. 

Q.  You  stated  yesterday,  in  your  testimony,  that  you  re- 
garded every  liability,  of  whatever  character,  as  a  debt,  should 
be  inserted  in  the  report  ?  A.  Every  liability  that  was  not 
funded. 

Q.  Very  well,tthat  was  not  funded  then  ? 

Mr.  Stekne — He  said  that  his  definition  of  floating  debt  was 
every  liability  of  the  company  other  than  its  funded  liability,  but 
he  did  not  say  that  that  should  be  included  in  the  report, 
necessarily. 

Q.  Did  you  say  that  that  should  be  included  in  the  report? 
A.  I  gave  the  definition  as  counsel  has  given  it,  and  you  can  tell 
by  my  answer  by  the  stenographer's  minutes  what  I  said  sub- 
sequently ;  I  don't  recollect  any  remans  alter  that. 

Q.  Assuming  that  you  did  state  that  it  did  include  all,  ex- 
cept the  funded  liability,  do  you  mean  that  all,  except  the 
funded  debt  should  go  into  the  report  as  floating  debt  ?  A. 
I  mean  this  :  that  the  spirit  of  the  report  calls  for  all  of  the 
debt  of  the  company,  outside  of  the  funded  debt,  and  if  it  is 
impracticable  at  the  time  the  report  is  made  up  to  ascertain  all 
the  debt,  it  is  a  very  simple  thing  to  say  so. 

Q.  Why  didn't  you  have  all  these  liabilities  put  into  the  re- 
port ?    A.  Because,  as  I  told  you,  the  bills  payable  covered 
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in  ury  estimation,  all  these  liabitities,  as  I  understood,  from 
Mr.  Little  at  that  time;  I  explained  the  account  of  bills  audited 
covered  all  the  liabilities  of  every  kind  and  description,  except 
the  interest  on  the  funded  debt. 

Q.  You  were  so  informed  by  Mr.  Little  ?  A.  I  understood 
that  Mr.  Little  had  made  up  his  accounts,  and  that  account 
covered  it ;  he  changed  the  form  of  his  book-keeping  after- 
wards, but  to  just  what  form  I  don't  recollect. 

Q.  You  stated  yesterday,  that  you  made  a  suggestion  to  Mi'. 
Jewett,  that  there  should  be  an  addition  made  in  the  report  of 
all  loans  and  bills  payable,  in  order  to  cover  V     A.  To  explain. 

Q.  I  don't  know  whether  you  meant  it  to  explain,  or  to  make 
it  an  elastic  term  to  include  certain  things,  that  you  made  that 
suggestion  to  Mr.  Jewett ;  are  you  sure  that  that  suggestion 
originated  with  you  ?  A.  I  am  aware  that  Mr.  Jewett  in  his 
letter  to  me,  says  that  he  made  this  suggestion  ;  it  is  a  differ- 
ence of  opinion  ;  my  recollection  is  that  I  made  it  to  him. 

Q.  Don't  you  know  that  Mr.  Little  made  that  suggestion  ? 
A.  No,  I  don't  recollect  it ;  he  may  claim  it. 

Q.  Don't  you  recall  any  interview  when  Mr.  Outwater  and 
Mr.  McDowell  were  present,  when  Mr.  Little  suggested  that  to 
you,  and  discussed  it  with  you  ?  A.  I  don't  recall  it ;  we 
had  a  number  of  interviews,  but  it  is  five  years  since  that  time, 
nearly. 

Q.  You  stated,  in  answer  to  the  counsel  on  the ^other  side, 
yesterday,  that  the  reports  to  the  State  Engineer  of  the  Erie 
Railway  Company  were  misleading  ?     A.  I  did. 

Q.  What  is  the  cause  of  the  misleading  character  of  the  re- 
port ;  is  it  the  law  and  form  furnished  by  the  State,  or  was  it 
eaiised  by  the  manner  of  making  up  the  report  ?  A.  I  think 
it  is  due,  and  have  always  held  that  it  is  due  to  the  form  pre- 
scribed by  law. 

Q.  You  spoke  yesterday  of  a  balance  sheet  of  the  10th  of 
December,  1874  ;  of  course  there  was  no  balance  sheet  on  the 

3d  of  the  month ?     A.  I  know  of  no  such  balance  sheet ;  I 

said  the  only  way  to  get  the  facts,  would  be  to  have  a  balance 
sheet  of  that  date  ;  I  never  saw  a  balance  sheet  of  that  date. 

Q.  In  regard  to  this  misleading  character  of  these  reports 
that  were  made  out  by  you,  were  the  reports  in  fact  misleading 
to  anybody  ?  A.  I  am  not  prepared  to  say ;  I  cannot  speak 
for  other  people. 
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Q.  So  far  as  you  know,  do  they  mislead  the  State  Engineer, 
or  any  of  the  railroad  men  in  the  State  ?  A.  I  think  they  were 
misleading  the  public. 

Q.  You  think  they  may  ?     A.  I  think  they  may. 

Q.  Did  you  ever  know  of  any  complaint  from  the  public,  on 
that  subject  ?  A.  I  have  never  seeu  a  complaint  put  in  a  pub- 
lic form,  but  I  have  talked  with  gentlemen  on  the  subject,  who 
expressed  themselves  that  it  was  difficult  to  ascertain  from  the 
reports,  the  real  facts. 

Q.  Is  there  any  discrepancy,  whatever,  between  the  floating 
debt  consisting  of  loans  and  bills  payable  reported  to  the  State 
Engineer  and  Surveyor,  and  those  reported  to  the  Board  of 
Directors  ?  A.  There  is  a  difference  in  items  ;  additional  items 
in  the  report  to  the  Board  of  Directors. 

Q.  What  additional  items  ?  A.  I  have  not  got  the  report 
here ;  I  can  show  it  to  you. 

Q.  You  don't  understand  me  ;  the  question  is,  whether  there 
is  any  discrepancy  between  the  report  made  to  the  State  En- 
gineer of  the  loans  and  bills  payable  and  the  report  made  to 
the  Board  of  Directors  of  the  loans  and  bills  payable  ?  A. 
The  report  made  to  the  Board  of  Directors  of  current  dates, 
with  that  to  the  State  Engineer,  if  we  take  the  two  items 
mentioned  in  the  State  Engineer's  report,  and  in  this  report, 
and  add  them  together,  they  make  the  same  thing. 

Q.  Do  you  know  of  any  railroad  company  in  this  State. 
which  includes  in  its  floating  debt  statement,  where  it  makes 
its  statement  to  the  Engineer,  any  liability  outside  of  loans 
and  bills  payable  ?  A.  The  Delaware,  Lackawanna  &  Western 
Railroad  report  their  floating  debt  in  detail,  including  all  the 
items  which  I  have  mentioned,  all  items  outside  of  the  funded 
debt,  and  they  subtract  from  that  such  items  as  will  offset  it, 
as  cash  on  hand,  for  instance,  and  other  items  ;  that  is  the  way 
in  which  they  make  their  annual  report ;  whether  they  make 
their  report  to  the  State  Engineer  in  that  form  I  am  not  pre- 
pared to  say,  but  President  Sloan  told  me  they  always  made 
their  reports  in  that  way. 

Q.  How  is  it  in  relation  to  the  reports  of  the  New  York 
Central  and  Lake  Shore  ?  A.  I  am  not  prepared  to  say ;  there 
is  an  affidavit  on  that  point  extant. 

Q.  I  suppose  you  know  that  all  railroads  must  have  obliga- 
tions arising  from  labor  and  supplies  at  the  end  of  every  month, 
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that  not  only  are  not,  but  never  have  been  and  never  can  be, 
reported  to  the  Engineer  as  floating  debt ;  it  would  not  be 
proper  to  report  them  as  floating  debt,  would  it  ?  A.  I  would 
like  to  have  you  give  me  a  case. 

Q.  I  will  suppose  that  the  Erie  Kailway  Company  has 
bought  $100,000  worth  of  supplies,  and  got  them  on  hand, 
and  owes  for  them,  at  the  close  of  the  month — has  not  paid 
for  them,  but  it  has  assets  in  the  way  of  collections  or  revenues 
of  the  road  that  would  more  than  offset  that  amount ;  would 
you  put  that  in  as  floating  debt  ?  A.  I  would,  and  I  would 
put  the  offset  in  at  the  bottom. 

Q.  Suppose  you  could  not  ascertain  what  the  offset  was.  sup- 
pose the  returns  from  your  ticket  officer  hadnotallcomein?  A. 
I  do  not  suppose  the  offset  has  anything  to  do  with  the  account 
of  debt;  debt  is  an  obligation  and  a  liability;  there  is  another 
point  there;  the  report  requires  that  the  expenditures  and  trans- 
portation expenses  shall  all  be  stated,  without  reference  to  the 
question  whether  they  are  paid  or  not ;  if  they  are  paid,  well  and 
good,  they  go  into  the  cash  payments ;  if  they  are  not  paid 
they  will  appear  in  the  floating  debt ;  engineers  and  firemen 
for  instance,  their  pay  is  included  up  to  the  30th  of  September, 
in  the  transportation  expenses  up  to  that  date ;  there  is  so 
much  money  represented  as  being  paid  out,  liabilities  incurred 
for  those  wages  ;  now,  they  have  been  paid  or  they  have  not 
been  paid ;  if  they  are  paid,  it  will  appear  in  the  cash  payments. 

Q.  Do  you  think  it  would  be  fair  to  represent  in  the  report 
to  the  State  Engineer  a  million  dollars  worth  of  supplies 
purchased,  and  on  hand  and  not  paid  for,  as  floating 
debt,  when  there  were  a  million  and  a  half  of  assets  that 
were  becoming  available  to  wipe  it  out?  A.  I  think  it  would 
be  proper  to  state  in  the  Engineer's  Beport  what  the  railroad 
owes,  and  if  the  State,  by  its  forms,  have  not  made  a  provision 
to  enable  them  to  show  up  that  fact,  it  is  the  misfortune  of  the 
railroad. 

Q.  The  misfortune  of  the  railroad  or  the  misfortune  of  the 
State?  A.  It  might  be  both  ;  that  is  where  the  report 
is  defective. 

[Recess.] 
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Afternoon  Session. 
By  Mr.  Shipman  : 

Q.  Col.  Balch,  you  speak  of  the  Court  copy  of  the  inventory  ; 
you  refer  to  the  inventory  in  19  volumes  ?     A.  Yes,  sir. 

Q.  Why  do  you  designate  that  as  the  Court  copy  ?  A.  For 
the  reason  ihat  we  prepared  that  copy  under  Mr.  Jewett' s  di- 
rection, expressly  for  the  Court,  in  contradistinction  to  the 
original  copy  in  folio. 

Q.  Where  it  was  found,  for  some  cause  by  somebody,  to  be 
impracticable  to  use,  wasn't  it  ?  A.  Not  that  I  know  of,  sir ; 
Mr.  Jewett  made  objection. 

Q.  Didn't  Mr.  Moore  tell  you  that  it  didn't  convey  the  in- 
formation that  he  wanted  ?  A.  I  don't  know  that  I  ever  dis- 
cussed the  question  with  him  ;  I  don't  know  that  he  has  any- 
thing to  do  with  it,  anyhow. 

Q.  Do  you  understand  that  the  law  of  the  State,  or  the 
forms  sent  out  by  the  State  Engineer  requires  that  the  debts 
should  be  stated  on  the  one  side,  without  regard  to  the  assets 
clue  the  company  on  the  other?  A.  According  to  a  recent 
circular  of  the  State  Engineer,  which  I  conclude  embodies  his 
views  on  the  subject,  he  states  in  that  circular  that  the  floating 
debt  covers  all  debt  that  is  not  funded. 

Q.  And  it  was  in  conformity  with  that  construction  of  the 
Engineer  that  you  had  made  out  the  former  reports,  was  it  not? 
A.  No,  sir  ;  those  instructions  were    only  issued  this  last  year. 

Q.  But  those  instructions  justify  your  former  reports,  don't 
they — that  is,  justify  them  under  the  law  ?  A.  These  instruc- 
tions of  the  Engineer,  issued  in  October,  if  I  have  the  date 
right,  of  1878,  justify  my  construction  of  the  term  "  floating 
debt." 

Q.  Justify  your  construction  of  the  term  "  floating  debt  "  ? 
A.  Yes,  sir ;  they  are  almost  in  the  identical  words  in  which  I 
presented  them  to  Mr.  Jewett. 

Q.  If  all  the  indebtedness  of  the  road,  except  what  was 
funded,  is  to  be  termed  floating  debt,  what  necessity  of  explan- 
ation ?  A.  I  can't  say  as  to  that ;  I  just  give  his  statement 
in  the  circular. 

Q.  Isn't  it  true  that  every  large  railroad,  a  thousand  miles 
in  length,  as  the  Erie  and  its  branches  is,  must  constantly  have 
at  the  close  of  every  month,  and  at  the  close  of  any  particular 
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period,  a  large  amount  of  assets  and  liabilities  incurred  during 
the  previous  month,  which  oannot  be  ascertained  at  that  par- 
ticular time  ?  A.  That  cannot  be  ascertained  upon  the  date 
on  which  the  report  purports  to  be ;  but  that  can  be  ascer- 
tained at  subsequent  dates ;  no  trouble  about  it  at  all. 

Q.  I  understand  that,  of  course  ;  now  Colonel,  you  have 
stated — I  suppose,  referring  to  the  printed  report  of  the  State 
Engineer  for  1877 — that  the  qualifying  clause  "  loans  and 
bills  payable,"  is  not  on  that  report?  A.  I  found  in  reading 
from  the  copy  which  was  given  me  in  that  volume  that  that 
clause  was  not  there. 

Q.  Then  you  made  out  that  report  ?  A.  I  made  out  that 
report. 

Q.  You  know  it  was  on  the  original,  don't  you  ?  A.  So  far 
as  my  recollection  serves  me,  I  am  quite  confident  it  was  on 
the  original  report ;  if  it  has  been  changed,  it  has  been  done 
in  the  Engineer's  office,  probably. 

Q.  That  is  at  Albany  ?     A.  At  Albany. 

Q.  It  probably  has  not  been  changed  at  all,  except  by 
inadvertence  ?     A.  I  judge  it  to  be  by  inadvertence. 

By  Mr.  Shipman  : 

Q.  If  I  understood  you  correctly  yesterday,  you  stated  that 
the  amount  reported  as  paid  for  interest  on  funded  debt  each 
year  is  more  than  was  actually  paid,  I  think  I  understood  you  ? 
A.  I  read  off  from  one  report— if  I  recollect  right  it  was  the 
report  of  1877 — the  amount  of  interest  stated  under  the  third 
head  as  having  been  paid. 

Q.  Now,  do  you  know  the  scope  and  purpose  of  the  account 
entitled  "Earnings  and  Cash  Receipts  and  Payments;" 
what  they  should  properly  include?  A.  They  include  what 
are  given  in  the  report  under  the  printed  form  ;  the  items  are 

there. 

Q.  Now,  didn't  Mr.  Little  repeatedly  tell  you  in  the  course 
of  your  making  up  these  accounts  that  that  heading  repre- 
sented nothing  but  earnings  and  expenses  and  other  proper 
charges  to  the  revenue  account  for  that  year,  whether  such 
earnings  were  collected  or  not  ?  A.  I  do  not  understand  and 
never  have  understood,  and  never  have  stated  that  that  account 
expressly  gives  the  cash  payments,  and  in  the  midst  of  my  ex- 
102 
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planation  yesterday  I  was  diverted,  and  what  I  had  to  say  on 
the  subject  was  not  continued  ;  I  set  out  yesterday  to  explain 
how  that  discrepancy  arose. 

Q.  If  you  want  to  finish  that  explanation,  do  it  now  in  this 
connection  ?     A.  I  want  that  form  that  I  had  yesterday. 

Q.  Now,  while  Brother  Sterne  is  looking  for  that  document, 
I  want  to  ask  you  one  question ;  I  want  to  get  as  near  a  cat- 
egorical answer  as  I  can ;  is  there  anything  in  the  reports  to 
the  State  Engineer  by  the  Erie  Eailway  Company,  either  of 
fact  or  of  figure,  which  is  of  itself  misleading  ?  A.  I  ad- 
here to  my  answer  yesterday — that  it  is  misleading  in  the 
points  I  mentioned. 

Q.  Do  you  mean  in  point  of  fact  it  misleads  anybody,  or 
whether  it  may  be  misleading — that  it  is  obscure  and  vague  ? 
A.  I  mean  in  point  of  fact  it  is  misleading,  and  -I  mean  it  is 
obscure. 

Q.  That  is,  you  mean  it  states  an  untruth?  A.  It  does 
state  an  untruth ;  now,  to  continue  the  explanation  in  answer 
to  your  previous  question  in  regard  to  this,  I  stated  in  my 
testimony  yesterday,  that  that  account,  earnings  and  cash 
receipts  and  payments  was  misleading,  and  I  explained  the 
item  98  for  transportation  expenses  !  there  was  a  notation  at 
the  bottom  which  said  that  the  amount  of  these  expenses  should 
be  the  grand  total,  and  the  recapitulation  total  on  page  17, 
and  that  page  17  it  refers  to  pages  14,  15  and  16 ;  and  I 
referred  also  to  a  notation  on  the  side  of.  page  16,  which  said 
that  the  statements  on  pages  14,  15  and  16,  which  cover  the 
transportation  expenses,  are  to  be  made  without  reference  to 
the  sums  actually  received  or  paid  during  the  year  ;  so  that 
by  the  orders  of  the  report  itself— by  the  orders  of  the  State 
Engineer,  specified  in  the  report,  the  first  item,  item  98,  trans- 
portation expenses,  is  simply  a  statement  of  what  liabilities 
had  been  incurred,  and  not  as  the  heading  would  indicate,  a 
statement  of  cash  payments  on  that  account ;  I  got  as  far  as 
that. 

Q.  So  understood  by  the  State  Engineer?  A.  "Well,  its 
specified ;  there  is  no  getting  away  from  it. 

Q.  It  is  a  misnomer — the  heading  ?  A.  It  is  a  misnomer  so 
far  as  that  item  is  concerned  ;  now  at  that  point  the  examina- 
tion drifted  into  some  other  channel ;  under  this  third  head  of 
payments  other  than  for  construction,  we  have  here  for  trans- 
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pqrtation  expenses,  for  interest,  for  dividends  on  stock,  &c, 
&c,  other  payments  ;  now,  the  State  officers  have  prescribed 
in  the  notes  that  I  have  quoted,  just  how  that  first  item  in 
this  third  heading  shall  be  set  out ;  now  if  we  should  go 
and  set  out  the  interest,  and  the  other  items  and  in  the  way 
that  the  heading  indicates,  the  actual  amount  of  cash  paid  for 
interest  and  the  actual  amount  of  cash  paid  for  dividends,  and  so 
on,  we  should  have  in  one  account  here,  payments  in  a  group  of 
statements,  divers  principles  governing,  and  of  course  that 
would  be  to  my  mind  a  very  absurd  idea,  and  therefore,  it  has 
seemed  to  me  that  this  statement  of  interest  as  represented 
here — interest  due — not  necessarily  paid,  but  interest  due — that 
there  was  no  other  way  for  the  railroad  to  report  it  than  just  as 
it  has  reported,  and  so  on  for  the  others,  and  the  Erie  Railway 
accounts  I  believe  so  far  as  my  memory  serves  me,  were  all 
made  with  reference  to  that ;  I  think  I  have  talked  that  mat- 
ter over  with  Mr.  Little  a  great  many  times,  and  we  have  al- 
ways agreed  on  it — that  tha  form  of  the  report  in  this  head- 
ing has  been  departed  from  by  the  notation  of  the  Engineer 
himself. 

Q.  And  not  by  the  railroads — that  is  except  in  following  the 
Engineer?  A.  Not  following ;  but  the  great  public  do  not  read 
those  things  ;  they  take  up  this  report  and  they  see  "  payments 
other  than  for  construction,"  and  read  for  interest,  two  million 
and  so  on,  and  they  suppose  it  is  two  million — they  have  every 
reason  to  think  so  ;  but  a  person  who  is  familiar  with  the  thing, 
he  sees  at  once  it  isnot  so,  because  he  reads  the  notes ;  therefore, 
when  I  say  that  this  report  is  misleading,  I  mean  just  what  1 
say — that  to  the  great  public  who  do  not  understand  that  ex- 
planation, it  is  misleading. 

Q.  You  mean  it  is  misleading  in  the  form — not  in  the  facts  ? 
A.  It  is  misleading  in  the  fact ;  if  I  were  a  man  who  had  never 
seen  this  report  before  and  I  didn't  know  anything  about  rail- 
roads, and  were  asked  the  question  to  take  up  this  report  and 
read  the  fact  from  it,  my  first  impression  is,  naturally,  that 
that  absolute,  amount  has  been  paid  for  interest. 

Q.  But  you  do  not  mean  to  say  that  that  report  departs 
from  the  book?  A.  I  mean  to  say  this,  that  if  we  look  on  the 
ledger  we  shall  find  there  charged  against  interest  account 
those  amounts  that  ought  to  be  paid. 
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By  Mr.  Little  : 

Q.  You  do  not  mean  to  say  that  that  report  departs  from 
the  books  or  is  other  than  the  books  ?  A.  I  mean  to  say  this  : 
if  we  look  on  the  ledger  we  shall  find  there  charged  against  the 
interest  just  the  amount  that  ought  to  be  put  to  this  repre- 
sented here  by  this  account. 

By  Mr.  Stekne  : 

Q.  Let  me  understand — that  actually  on  the  ledger  of  the 
Erie  Railway  Company  there  are  items  of  millions  of  dollars 
charged  as  paid,  that  were  not  paid  ?  A.  No;  there  is  an  interest 
account  kept  on  the  ledger  and  that  interest  account  is  charged 
with  the  interest  as  it  comes  due  from  time  to  time  on  the 
coupons ;  for  instance,  here  is  interest  on  a  certain  bond  due 
the  30th  of  September,  $500,000 ;  that  is  charged  up  against 
interest  account ;  when  that  interest  is  paid,  if  it  is  ever  paid, 
it  is  credited  to  the  account. 

By  Mr.  Little  : 

Q.  What  is  credited  when  that  is  charged?  A.  What  is 
credited  ? 

Q.  What  is  credited  when  the  interest  on  the  funded  debt 
is  debited  ?  A.  I  don't  know ;  you  have  said  a  great  many 
times,  and  I  believe  it,  that  the  interest  account  is  charged 
with  the  indebtedness. 

By  Mr.  Stebne  : 

Q.  Whether  paid  or  not  ?  A.  Whether  paid  or  not ;  when 
that  is  credited  something  else  is  debited — that  is  a  matter 
of  book-keeping. 

By  Mr.  Little  : 

Q.  What  is  debited  when  that  is  credited?  A.  Well,  I  can't 
say ;  I  don't  know  how  you  keep  your  books ;  I  know  this  in- 
terest account  is  kept  in  that  way. 

Q.  Coupon  account  is  credited  when  that  account  is  debited  ?  • 
A.  It  may  be  that  account  or  it  may  be  something  else. 

Q.  But  you  do  know  this,  that  you  can't  make  a  debit  with- 
out a  credit  ?  A.  Of  course  not ;  but  what  particular  account 
you   .make    those    credits "  on   I   am  not  prepared    to 
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you  may  credit  one  or  two  accounts ;  you  may  have 
them  by  certain  terms  which  I  am  not  familiar  with ;  but  I 
agree  with  you  that  you  can't  make  a  debit  without  a  credit, 
and  the  question  right  here  is,  that  this  interest  account  has 
been  charged  with  this  interest. 

Q.  Why?  A.  Simply  because  you  keep  an  individual  ac- 
count with  interest. 

Q.  It  is  charged  on  the  revenues  of  that  year? 
A.  Yes ;  that  being  the  explanation,  I  still  maintain  that,  to  the 
uninitiated,  to  the  great  public,  who  do  not  look  at  this  thing 
■  as  I  do,  or  as  Mr.  Little  does,  that  it  is  misleading. 

By  Mr.  Shipman  : 

Q.  Do  you  suppose  the  great  public  would  understand  any 
merchant's  books  ?  A.  I  don't  know  whether  they  would  be 
called  on ;  it  seems  to  me  this  whole  thing  is  very 
simple ;  these  corporations  owe  a  duty  to  the  State,  and  the 
State  requires  that  they  shall  make  a  report,  and  the  State  has 
prescribed  certain  forms,  and  if  the  corporations  want  to  make 
the  thing  clear  it  is  perfectly  easy  for  them  to  do  it  in  this 
case ;  if  they  had,  in  making  up  this  report,  stated  in  a  foot 
note  that  of  this  amount  of  interest  so  stated  there  has  been 
actually  paid  so  much  money,  it  would  have  been  all  perfectly 
clear  to  the  simplest  intellect ;  but  the  State  didn't  ask  for  it 
and  the  railroads  didn't  give  it,  and  they  left  the  whole  thing 
blind ;  and  that  is  why  I  say  that  the  form  is  misleading. 

By  Mr.  Steene  : 

Q.  Interested  persons  can  take  advantage  of  the  report  if 
they  desire  to  mislead  the  public?     A.  Certainly. 

By  Mr.  Shipman  : 

Q.  Tou  have  undertaken  to  state  on  what  theory  this  report 
should  be  made  ;  do  you  think  upon  the  theory  you  have  set  forth 
here  in  your  testimony,  a  report  could  be  made  to  state  the 
truth  ?  A.  I  do,  sir  ;  I  think  there  is  no  difficulty  in  making 
the  report  .where  you  are  anxious  to  tell  the  truth. 

Q.  The  question  is,  whether  a  report  made  upon  the  theory 
which  you  have  put  forth  here  as  a  proper  one  on  which  to 
make  a  report  would  state  the  true  character  and  condition 
of.  the  road  ?     A.  You  will  please  enunciate  what  the  theory  is. 
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testimony    A.  Just  repeat  that. 

Q.  I  can't  give  the  details  of  the  theory,  but  you  have 
undertaken  to  enlighten  the  Committee  as  to  what  kind  of  a 
report  ought  to  be  made  and  where  this  report  was  deficient ; 
now,  if  a  report  was  made  in  accordance  with  your  suggestions 
as  to  what  is  wrong  in  this,  would  it  state  the  true  condition 
of  the  road?  A.  I  think  it  would  if  it  was  made  in  a  proper 
spirit ;  I  think  you  can  make  any  kind  of  a  report. 

Q.  Do  you  understand,  bookkeeping  sufficiently  to  explain 
what  a  profit  and  loss  account  is  ?    A.  Yes,  I  think  so. 

Q.  What  is  it  ?  A.  It  is  an  account  into  which  the  balances 
of  the  other  accounts  are  carried — either  debited  or  credited 
according  to  the  debit  or  credit  against  the  other  accounts  ;  an 
account  in  which  we  gather  up  the  differences. 

Q.  What  is  this  account  of  "  earnings  and  cash  receipts  and 
payments ;"  what  should  that  properly  embrace  ?  A.  Well, 
just  make  the  question  a  little  clearer. 

Q.  I  say  what,  in  your  judgment,  should  this  account  of 
earnings  and  cash  receipts,  and  payments  -  -in  your  judg- 
ment— embrace  what  items  ?  A.  In  the  present  form  of  pay- 
ments, I  think  a  great  many  of  the  items,  of  which  in  the 
Erie  report  we  have  quite  a  number  outside  of  the  printed 
memorandum — those  in  the  original  report  that  I  made  in  1874 
were  stated  in  the  form  of  profit  and  loss  account ;  that  is  to 
say,  take  for  instance  the  Pavonia  Ferry  earnings  and  receipts, 
they  were  set  off  one  against  the  other — I  don't  remember 
whether  there  was  a  loss  or  gain  in  that  particular  instance — 
and  the  difference  was  set  out  in  the  report ;  in  subsequent 
reports — Mr.  Little — and  I  agree  with  him  in  that  matter— 7 
thought  it  was  better  to  set  out  both  sides  of  the  account,  the 
debit  statement  and  credit  statement,  and  they  were  exhibited 
in  full  in  those  subsequent  years  ;  I  think  in  1875-6  and  '77. 

By  Mr.  Little  : 

Q.  Isn't  that  account,  earnings  and  cash  receipts  and  pay- 
ments practically  a  profit  and  loss  acccount,  not  .only  on  the 
Erie  Eailroad  but  on  other  roads  ?  A.  I  think  practically  it 
is ;  I  think  it  amounts  just  to  that. 

Q.  If  it  did  not  show  all  the  earnings  and  all  the  charges  for 
that  year,  would  it  be  a  true  profit  and  loss  account  ?     A.  It 
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must  show  all  the  earnings  to  be  a  true  profit  and  loss  ac- 
count ;  must  have  all  the  balances. 

Q.  Isn't  it  true  in  your  judgment  ?  A.  I  think  so  far  as  my 
knowledge  goes,  it  is  a  true  profit  and  loss  account. 

Q.  Hasn't  it  been  true  from  1874  up  to  the  present  time,  so 
far  as  you  know  ?  A.  So  far  as  my  recollection  serves  me  in 
recalling  the  conversation  made  with  Mr.  Little,  who  furnished 
me  with  these  items,  he  being  the  officer  to  whom  I  addressed 
all  my  letters  and  who  furnished  me  with  all  these  statements 
which  are  in  these  reports,  he  gave  me  a  correct  profit  and  loss 
account,  which  is  stated  there. 

Q.  It  agrees  with  the  books  ?  A.  I  assume  that  it  agrees 
with  the  books  ;  I  never  saw  the  books  ;  I  have  reason  to  be- 
lieve it  does ;  I  called  on  Mr.  Little,  as  Auditor  of  the  road,  in 
making  up  these  things ;  Mr.  Little  furnished  them  over  his 
signature,  and  I  have  reason  to  believe  that  Mr.  Little  told  the 
truth  ;  and  Mr.  Little,  in  his  conversation  afterward  with  me, 
stated  from  time  to  time  that  these  were  the  profit  and  loss 
accounts,  and,  that  being  the  case,  I  have  reason  to  believe 
that  Mr.  Little  gave  me  a  correct  expression. 

By  Mr.  Sterne  : 

Q.  Did  the  profit  and  loss  account  contain  any  items  of  dis- 
count on  bonds,  and  all  those  items  charged  to  construction 
account  ?  A.  I  believe  Judge  Shipman  has  admitted  that  the 
amount  specified,  amounting  in  round  numbers  to  $47,000,000, 
was  in  that  account. 

Mr.  Shipman — I  have  not  admitted  anything  about  it. 

The  Witness — You  made  that  remark  yesterday,  I  believe. 

By  Mr.  Little  : 

Q.  Don't  you  know  that  the  profit  and  loss  account  never 
did  contain  any  such  item  as  Mr.  Sterne  suggests — discount  on 
bonds  ?     A.  I  don't  know  anything  about  it. 

By  Mr.  Steene  : 

Q.  Oughtn't  it  to  contain  it  ?  A.  It  ought  to  contain  it  in 
some  part  of  the  bookkeeping. 

By  Mr.  Little  : 

Q.  Did  it  ever  contain  it  to  your  knowledge?     A.  I  think, 
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so  far  as  my  knowledge  is  derived,  individually,  it  never  did 
contain  it. 

By  Mr.  Steene  : 

Q.  So  far  as  a  proper  system  of  bookkeeping  is  concerned, 
ought  not  the  profit  and  loss  account  to  contain  the  expendi- 
tures, discount  on  bonds  and  legal  expenses  ?  A.  I  think  it 
ought  to. 

By  Mr.  Little  : 

Q.  Doesn't  it  contain  the  legal  expenses  ?  A.  The  legal 
expenses,  anterior  to  the  administration  of  Mr.  Watson,  are 
in  this  construction  account ;  in  the  administration  of  Mr. 
Jewett  and  Mr.  Watson,  with  which  I  am  familiar,  so  far  as 
my  knowledge  is  derived  from  the  source  I  have  mentioned,  I 
believe  all  the  legal  expenses  have  been  put  into  the  general 
expense  account ;  it  comes  out  in  the  profit  and  loss  account. 

By  Mr.  Steene  : 

Q.  The  reconstruction  expenses,  too  ?  A.  I  can't  say  as  to 
the  reconstruction  expenses. 

By  Mr.  Steene  : 

Q.  Did  you  in  any  way  shape  or  form,  set  on  foot  the  per- 
jury proceedings  against  Mr.  Jewett  ?     A.  No,  sir. 

Q.  Had  you  any  conversation  with  anybody  in  relation  to 
those  proceedings  before  they  were  set  on  foot  ?  A.  No,  sir ; 
I  knew  nothing  about  them. 

Q.  Had  you  any  knowledge  of  any  intention  on  the  part  of 
anybody  to  bring  those  perjury  proceedings  against  him  ?  A. 
No,  sir;  never  heard  of  it ;  I  was  not  in  town  when  it  oc- 
curred. 

Q.  Did  you  know  Mr.  McHenry?  A.  I  never  saw  him  but 
once,  and  that  was  at  a  distance  ;  he  was  pointed  out  to  me. 

Q.  Col.  Balch  had  you  any  conversation  with  any  represen- 
tative of  Mr.  McHenry  here,  either  his  former  counsel,  Barlow, 
Larocque  and  McFarland,  or  his  present  counsel,  or  his  coun- 
sel who  represented  him  at  any  time  ?  A.  I  had  none,  not 
knowing  they  were  his  counsel  ;  I  believe  Gen.  Sickles  repre- 
sented him. 
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Q.  Had  you  any  conversation  with  him  at  any  time  in  rela- 
tion to  any  proceedings  against  the  Erie  Eailway  Compauy  ? 
A.  I  never  saw  Gen.  Sickles  at  all ;  I  uever  had  any  cdmmuai- 
cation  with  hirn  by  letter  or  orally  ;  I  know  nothing  about  him. 

Q.  Certain  letters  have  been  produced,  which  you  identified 
as  your  letters  ;  will  you  state  the  circumstances  under  which 
they  were  written  to  the  various  parties  to  whom  they  appear 
to  be  addressed  ? 

Mr.  Shipman — I  respectfully  submit  that  the  gentleman 
should  confine  himself  to  the  letters  that  have  been  introduced 
in  evidence. 

The  Chairman — The  witness  has  stated  in  relation  to  those 
letters  that  he  did  uot  remember  their  contents ;  he  did  not 
remember  the  subject  matter  ;  he  could  not  state  them  with- 
out his  memory  being  refreshed  as  to  the  contents.  It  seems 
to  me  better  to  wait  until  the  letters  are  offered  in  evidence. 

By  Mr.  Sterne  : 

Q.  Now,  Colonel  Balch,  did  you  regard  yourself  in  the  em- 
ploy of  Mr.  Jewett  ?     A.  No,  sir. 

Q.  Did  you  feel  yourself  at  liberty  to  criticise  him  or  any 
other  officer  of  the  company  ?     A.  Yes,  sir. 

Q.  Why  did  you  so  regard  yourself  at  liberty  ?  A.  Because 
I  considered  that  I  was  an  officer  of  the  Erie  Eailway  Com- 
pany. 

Q.  That  you  were  receiving  the  money  of  the  shareholders, 
and  not  Mr.  Jewetts  ?  A.  That  I  was  receiving  the  money,  of 
the  proprietors,  and  not  Mr.  Jewett's  money. 

Q.  And  that,  therefore,  there  was  no  breach  of  confidence, 
from  your  point  of  view,  in  criticising  Mr.  Jewett  or  any  other 
officer  of  the  corporation  ?  A.  I  considered  that  within  the 
scope  of  my  personal  and  private  relations  with  my  personal 
friends  that  I  could  write  and  converse  with  them  on  that  sub- 
ject just  as  I  could  with  any  gentleman  ;  when  it  came  to  the 
question  of  my  duties  to  the  corporation,  if  there  could  be  any 
fault  found  with  my  duties  to  the  corporation,  that  was  another 
thing  ;  I  worked  for  the  corporation,  and  not  for  individuals  ; 
I  got  my  money  from  the  corporation,  not  from  Mr.  Jewett ; 
Mr.  Jewett  was  there  to  superintend  the  officers,  and  if  I  was 
not  a  proper  man,  it  was  his  business  to  turn  me  out. 

Q.  You  were  interrogated  by  Judge  Shipman  in  relation  to 
103 
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a  conversation  with  Mr.  Jewett,  at  which  it  was  claimed,  or  it 
was  suggested  in  the  question  that  you  confessed  that  you 
had  stated  an  untruth  to  Mr.  Moore  ;  will  you  state  please 
the  whole  of  that  conversation?  A.  You  mean  with  Mr. 
Jewett  ? 

Q.  Yes.  A.  Mr.  Jewett  sent  for  me  within  a  day  or  two  af- 
ter this  interview  with  Mr.  Moore  ;  he  stated  that  Mr.  Moore 
stated  that  I  had  made  certain  statements  to  Mi\  Moore,  and 
that  I  had  given  Mr.  Moore  a  paper  derogatory  to  him ;  I 
denied  it  in  toto;  I  had  no  recollection  of  giving  Mr.  Moore 
any  such  paper ;  I  asked  Mr.  Jewett  at  that  time  to  permit  me 
to  have  an  opportunity  to  see  Mr.  Moore  in  his  presence,  and 
it  was  agreed  that  we  should  meet ;  I  was  in  my  office  at  the 
regular  office  hours  for  the  next  ten  days  ;  there  was  no  ap- 
pointment made  as  to  a  day  or  hour  ;  Mr.  Jewett  was  to  send 
for  me  when  Mr.  Moore  made  his  appearance ;  Mr.  Moore 
came  in  at  irregular  intervals ;  Mr.  Moore  came  in  on  a  certain 
clay  which  I  don't  remember;  I  happened  to  be  out  of  my 
office  when  I  was  sent  for,  just  as  any  official  is  in  and 
out  of  his  office ;  not  from  any  design  at  all,  but  it 
was  an  accident ;  when  I  returned  a  day  or  two  after,  in 
an  interview  with  Mr.  Jewett,  he  mentioned  having  sent 
for  me  and  I  was  not  there  ;  subsequent  to  that — not  the  next 
day  as  Mr.  Jewett  states — subsequent  to  that  in  reflecting  over 
all  the  incidents  of  this  interview,  I  prepared  a  written  state- 
ment, and  as  Mr.  Shearman  was  present  when  I  made  my  state- 
ment to  Mr.  Jewett  at  first,  I  thought  it  proper,  as  he  was  a 
witness,  that  he  should  be  present  at  the  other  interview  ;  I 
went  to  Mr.  Jewett  and  asked  him  if  it  would  be  agreeable  to 
him  to  have  Mr.  Sherman  there  to  hear  what  I  had  to  say ;  he 
said  "Yes,"  and  in  Mr.  Shearman's  presence  as  to  whether 
Mr.  Barber  was  there  taking  notes,  I  don't  recollect,  but  my 
impression  is  that  he  was  asked  politely  to  leave  the  room — 
I  read  this  statement  which  I  have  to  day  among  my  papers 
at  home  ;  there  was  nothing  in.  the  statement  thatl  am  ashamed 
of. 

Q.  Will  you  bring  the  statement  ?  A.  I  can  bring  the  state- 
ment ;  after  reading  the  statement  and  making  my  explanation 
I  handed  my  resignation  to  Mr.  Jewett ;  I  felt  that  under  the 
circumstances  in  the  confidence  of  the  conversation  with  a 
man,  who  I  supposed  was  a  gentleman,  that  that  would  be  the 
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end  of  it,  I  now  refer  to  Mr.  Moore ;  Mr.  Jewett  certainly  said 
everything  that  could  be  said,  and  he  handed  me  back  my 
resignation  the  next  day. 

Q.  And  he  was  satisfied  ?     A.  He  certainly  said  so. 

Q.  Is  that  the  last  conversation  you  had  with  Mr.  Jewett 
upon  that  subject  ?  A.  Upon  that  subject,  the  last  one  I  ever 
had. 

Q.  Your  relations  to  the  Erie  Railway  Company,  or  rather 
to  the  Receiver,  ceased  after  these  perjury  proceedings  had 
been  instituted?     A.  Long  after. 

Q.  How  long_  after  ?  A.  Those  proceedings  were  taken  in 
February,  1878,  and  I  left  in  May,  lb78. 

Q.  In  February,  lb78,  and  you  appeared  under  a  subpoena 

at  the   Grand   Jury  room ?      A.  At  the  court   house  on 

Sixth  avenue. 

Q.  Jefferson  Market  Police  Court  ?     A.  Yes,  sir. 

Q.  Were  you  examined  at  either  of  those  times  ?  A.  No, 
sir  :  I  never  gave  any  evidence  on  the  subject  at  all. 

Q.  You  were  asked  whether  you  volunteered  to  give  any 
evidence  ;  did  you  ever  suggest  to  anybody  in  relation  to  these 
reports  that  they  were  made  out  against  your  protest  ?  A. 
You  mean  these  reports  about  the  floating  debt  ? 

Q.  Yes.  A  Inerer  suggested  if  with  any  such  reference 
as  this  perjury  suit ;  I  talked  with  my  personal  friends — men 
who  had  no  connection  with  the  Erie  Railroad  whatever,  men 
who  had  no  more  interest  in  the  matter  than  they  have  in  any 
conversation  at  the  dinner  table. 

Q.  Had  you  in  any  shape  or  form,  directly,  remotely,  indi- 
rectly, or  in  any  conceivable  manner,  any  interest  with  McHenry, 
with  Sickles,  or  with  any  of  that  gang  ?  A.  Not  the  slightest ; 
I  tried  to  keep  myself  aloof  from  these  gentlemen  just  as  much 
as  I  could,  but  I  did  have  my  own  private  opinion. 

Q.  As  to  the  manner  in  which  the  Erie  Railway  Company 
was  being  administered  ?  A.  Yes  ;  that  was  a  personal  affair; 
as  to  these  proceedings  I  was  subpcened  entirely  unexpectedly; 
I  never  gave  any  evidence  in  the  matter,  and  I  knew  nothing 

about  it. 

Q.  Do  you  know  how  much  the  funded  indebtedness  of  the 
Erie  Railway  Company  increased  between  1874  and  1878  ? 
A.  The   second  consolidated   mortgage  bonds  date  from   the 


914 

5th    of   February,    1874,    amounting    in   round    numbers  to 
$25,000,000. 

Q.  That  was  during  the  Watson  administration?  A.  That 
was  during  the  Watson  administration. 

Q.  Cast  your  eye  over  this  paper  (handing  witness  paper) 
and  state  to  the  Committee  how  much  the  funded  debt  in- 
creased from  1874  to  1878?  A.  Between  the  30th  of  Sep- 
tember, 1874,  and  the  30th  of  September,  1877,  in  the  one 
case,  18.74,  it  was  $134,665,927,  and  in  1877  $142,693,940. 

Q.  Now,  tell  me  how  much  went  into  actual  construction 
for  those  same  years  ;  that  makes  a  difference  of  how  much 
money  ?     A.  Well,  I  can  figure  it  out. 

Q.  Let  me  have  that  difference ;  1  want  the  actual  difference  ; 
how  much  is  it?  A.  The  difference — the  increase  in  those 
years  is  $8,030,013. 

Q.  Did  any  of  the  $8,030,000  go  into  construction  during 
those  years  ?  A.  This  table  is  so  blotted — if  you  will  give  me 
the  '77  report  so  that  I  can  take  the  figures  off. — I  can't  read 
them  from  here. 

Q.  Here  (handing  witness  report)  ?  A.  Construction  ac- 
count reported  on  the  30th  of  September,  1874,  in  the  State 
report — I  assume  these  figures  are  copied  correctly-- $115,- 
075,901,  and  the  report  of  '77  . 

Q.  I  want  to  give  you  '78  ?     A.  '78,  the  Erie  ? 

Q.  Yes,  '78,  the  Erie;  here  it  is  (handing  witness  report)? 
A.  The  report  of  the  Erie  Railway  under  the  receivership 
for  the  period  ending  the  31st  of  May,  1878,  the  amount  is 
$117,633,790,  and  the  difference  between  that  and  the  '74 
would  be  $2,557,889. 

Q.  Can  you  tell  from  the  reports  what  became  of  the  six 
million  of  dollars  ?     A.  I  could  not. 

Q.  The  $8,000,000  difference  unaccounted  for?  Q.  I  couldn't 
state  from  the  data  I  have. 

Q.  Had  you  any  interest  in  short  sales  of  stock,  or  in  any 
other  shape  or  form  which  influenced  your  action  to  affect  in- 
juriously the  Erie  Railway  Company  or  its  property?  A.  I 
never  owned,  I  never  bought,  and  never  sold  a  share  of  rail- 
road stock  in  my  life. 

Q.  Did  you  every  sell  any  short  ?  A.  I  never  had  any  one 
do  it  for  me,  and  never  did  it  myself. 
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Q.  Had  you  any  interest  with  anybody  ?  A.  Not  the  slight- 
est. 

Q.  Had  you  any  interest  in  any  shape  or  form  by  which 
your  personal  profits  would  be  advanced  by  a  depreciation  of 
the  value  of  the  property  of  the  Erie  Railway  Company,  or  a 
reflection  upon  the  character  of  any  of  its  officers  ?     A.  None. 

By  Mr.  Shipman  : 

Q.  Tou  have  stated  in-  answer  to  Mr.  Sterne's  inquiries  that 
you  had  nothing  to  do  with  the  fomenting  of  that  initiatory 
prosecution  of  Mr.  Jewett  for  perjury;  I  want  to  call  your 
attention  to  what  I  suppose  to  be  a  copy  of  a  letter  of  yours 
under  May  10th,  1878  ;  when  did  you  leave  the  service  of  the 
road  ?  A.  I  left  on  the  7th  ot  May— the  7th  or  8th ;  I  got 
the  letter  the  7th,  and  I  returned  to  the  office  to  settle  up  my 
matters  the  next  day. 

Q.  Did  you  write  to  Mr.  Redmond  that  the  Lord  would  not 
permit  Mr.  Jewett  to  pro  unpunished  ?  A.  I  may  have  written 
it ;  I  don't  say  that  I  didn't  or  I  did. 

Q.  If  you  did,  what  particular  sin  was  he  to  be  punished 
for,  in  your  judgment,  by  Divine  Providence  ?  A.  You  ask 
my  private  opinion  about  this? 

Q.  Yes,  I  want  to  know  what  you  meant  by  that,  if  you  said 
it — not  your  private  opinion  of  Mr.  Jewett  now,  but  what  you 
referred  to  when  you  said  the  Lord  would  not  permit  him  to 
go  unpunished  ?  A.  From  long  experience  with  Mr.  Jewett, 
having  the  highest  respect  for  him  when  I  first  came  to  the 
road,  I  made  up  my  mind  before  I  left  there  that  Mr.  Jewett 
was  a  very  unfit  man  for  the  trust  he  held,  and  if  for  no  other 
cause  than  for  this  one,  that,  so  far  as  his  official  action  was 
concerned,  he  deliberately  did  what  led  to  the  continuation  of 
the  people's  suit — at  foreclosure  the  property  of  the  Erie 
Railway  under  the  Second  Consolidated  Mortgage  Bonds, 
and  taking  possession  under  that  of  all  the  property  which  was 
inventoried  to  him  as  Receiver  under  the  people's  suit. 

Q.  Now,  the  question  I  asked  you  is  what  particular  sin  it 
was  you  thought  the  Lord  would  punish  him  for  ;  was  it  hav- 
ing the  sale,  as  you  have  stated  ;  the  question  is  whether  the 
sale  of  the  road  was  the  particular  sin  which  you  thought  the 
Lord  would  punish  Mr.  Jewett  for  ?  A.  Well,  take  his  general 
course. 
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Q.  His  general  administration  of  the  road  ?  A.  His  general 
administration. 

Q.  How  soon  did  you  discover  this  extreme  unfitness  of  Mr. 
Jewett  to  administer  the  affairs  of  the  road — how  long  before 
you  left  the  service  of  the  company  ?  A.  I  can't  fix  the  pre- 
cise date,  but  it  grew  upon  my  mind  just  as  anything  of  that 
kind  will  grow  upon  one's  mind,  and  that  one  thing  crys- 
talized  it. 

Q.  The  sale?    A.  Yes. 

Q.  Did  the  sale  take  place  before  or  after  you  left  ?  A. 
Just  before. 

Q.  How  long?     A.  About  six  weeks. 

Q.  When  you  discovered  this  unfitness  of  Mr.  Jewett,  did 
you  communicate  it  to  any  of  the  directors  of  the  road  ?  A. 
I  don't  think  I  did ;  I  thought  they  were  quite  as  capable  of 
judging  as  I  was. 

Q.  Did  you  communicate  it  to  the  English  Committee  ?  A. 
No,  sir,  I  don't  think  I  did. 

Q.  In  the  particulars  in  which  Mr.  Jewett  erred,  did  ■  you 
call  his  attention  to  them,  and  endeavor  to  instruct  him  ?  A. 
I  don't  think  I  was  called  upon  to  do  that  at  all. 

The  Chairman  (to  the  witness)— You  can  make  any  explana- 
tion of  your  testimony  that  you  desire. 

The  Witness — -I  will  simply  say,  in'  general  explanation 
of  what  has  been  drawn  out  in  the  form  of  letters  and 
answers  on  the  direct  and  cross-examination,  I  will  make  the 
explanation  now  :  During  the  entire  course  of  my  connection 
with  the  Erie  Road,  I  had  one  object,  and  that  was,  to  con- 
serve the  property  of  the  proprietors,  and  do  rny  duty  towards 
them ;  that  was  my  one  object.  The  question  of  individuals 
to  me  was  a  secondary  matter  entirely.  In  the  course  of  my 
official  life  in  the  Erie  Road,  I  was  brought  in  contact  with  a 
great  many  people,  and,  among  them,  some  to  whom 
I  gave  my  confidence,  and  who,  afterwards,  abused 
it ;  we,  all  of  us,  through  life,  form  connections  with 
people  whom  we  call  our  friends,  and  whom  we  do  not 
hesitate  to  talk  very  frankly  to ;  if  that  is  an  injudicious  thing, 
I  was  injudicious,  and  I  criticized  at  times  the  course  of  the 
different  members  of  that  administration ;  but  I  don't  think 
that  that  prevented  me  at  any  time  from  doing  my  duty  to- 
wards the  people  who  owned  that  property  ;  I  might  merely  say 
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that  the  subject  of  this  inventory  has  been  brought  up,  and  I 
will  say,  that  with  regard  to  that,  I  felt  in  doing  that  work,  that  I 
had  a  great  task  before  me  ;  I  spent  three  laborious  years  upon 
that  work,  and  I  did  it  for  the  road ;  my  object  was  to  collect,  if 
it  was  possible,  in  a  succinct  form,  a  statement  of  the  property  of 
the  corporation,  and  in  a  form  it  could  be  used  ;  but  I  am  now 
satisfied  that  that  record  was  not  wanted ;  we  discovered  a 
great  many  things  which  were  irregular  and  disagreeable,  and 
it  was  not  pleasant ;  we  found,  among  other  things,  sixteen 
hundred  squatters  on  the  property,  and  we  took  a  record  of 
their  property,  and  we  made  them  take  leases,  and  we  collected 
revenue  from  that  source,  which  had  not  been  done  before 
which  has  been  a  source  of  revenue  to  this  day — a  large  source 
of  revenue  to  the  road  ;  I  might  add  to  that  a  great  many  other 
points,  but  it  is  not  necessary ;  think  that  the  inventory  was  a 
source  of  difficulty  all  the  way  through ;  I  think  that  if  I  had 
put  less  effort  on  to  it — made  it  more  superficial — it  would  have 
been  more  satisfactory. 

By  Mr.  Shipman  : 

Q.  To  whom  ?  A.  To  the  administration  of  the  Erie  Kail- 
way. 

By  Mr.  Steene  : 

Q.  Col.  Balch,  do  you  know  anything  about  that  People's 
suit,  by  virtue  of  which  the  Erie  Railway  Company  was  thrown 
into  the  hands  of  a  Receiver  ?  A.  I  have  a  general  knowledge 
of  it. 

Q.  Have  you  any  knowledge  of  the  securities  and  property 
that  was  in  the  hands  of  the  Erie  Railway  Company,  which 
were  available  for  the  purpose  of  paying  interest  at  that  time, 
which  would  have  prevented  the  Receiver  being  appointed  ? 
A.  I  have  seen  a  list  of  the  securities  at  that  time  which  count 
up  quite  a  large  amount. 

Q.  Adequate  to  pay  the  interest  ?  A.  If  the  money  could 
have  been  raised  on  them,  they  were  adequate  ;  that  is  a  ques- 
tion I  am  not  prepared  to  say  now. 

Q.  "What  relation  had  Mr.  Shearman  to  the  Erie  Railway 
Company — the  Mr.  Shearman  spoken  of  by  Judge  Shipman  ? 
A.  Mr.  Shearman  was  the  Treasurer  of  the  Erie  Railway 
Company, 
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Q.  That  is  Wm.  Pitt  Shearman  ?  A.  Yes ;  upon  the  Receiv- 
ership  taking  place  he  continued  in  that  office  under  the  name 
of  the  Cashier  ;  there  was  a  change  made  in  his  title  ;  some- 
time alter  that  he  became  the  Assistant  to  the  Receiver. 

Q.  The  same  position  that  is  now  held  by  Mr.  Blanchard  to 
the  President,  was  it  ?  A.  Assistant  to  the  Eeceiver ;  Mr. 
Blanchard  was  the  other  assistant ;  he  remained  in  that  posi- 
tion until  shortly  after  I  left,  when  he  resigned. 

Q.  He  was  not  dismissed,  was  he  ?    A.  Not  to  my  knowledge. 

Q.  Mr.  Shearman  was  also  President  of  all  the  outside  organ- 
izations ?     A.  He  was  Treasurer  of  the  outside  organizations. 

Q.  They  controlled  how  many  millions  of  dollars  ?  A.  Well, 
I  could  figure  it  out  in  the  course  of  time ;  it  is  a  very  large 
interest ;  the  coal  interest  alone  amounts  to  three  millions  and 
a  half. 

Q.  And  he  was  Treasurer  of  that?  A.  He  was  Treasurer  of 
the  three  coal  companies. 

Q.  How  long  had  he  been  connected  with  the  Erie  Railway 
Company  as  one  of  its  trusted  officers?  A.  He  came  there  a 
few  weeks  after  I  did,  in  1872. 

Q.  And  remained  there  thenceforth,  until  recently?  A. 
Until  a  year  ago. 

Q.  He  is  now  one  of  the  Commissioners  of  Accounts,  of 
the  city  of  New  York  ?     A.  Yes  ;  appointed  by  the  Mayor 

Q.  Where  did  he  come  from  ?  A.  For  20  years  he  was  in 
the  United  States  Treasury  Department,  in  Washington. 

Q.  In  what  capacity  ?  A.  He  was  in  various  capacities ; 
one  I  recall,  he  had  charge  of  the  stamp  bureau,  in  the  Treas- 
ury Department  for  a  long  time. 

Q.  Did  he  leave  there  with  honor  and  credit?  A.  I  be- 
lieve so  ;  he  was  recommended  by  the  Treasurer  to  Mr.  Wat- 
son. 

Mi\  Sterne — I  offer  now  in  evidence  the  reconstruction 
scheme  of  the  Brie  Railway  Company,  which  I  desire  to  have 
marked  as  an  exhibit. 

(Received  in  evidence  and  marked  Exhibit  No.  4,  July  10, 
1879.) 

Adjourned  to  July  11th,  at  10  o'clock  a.  m. 
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New  York,  July  11, 1879, 10  a.  m. 

The  Committee  met  pursuant  to  adjournment,  and  was 
called  to  order  by  the  Chairman. 

Present :  All  the  members  of  the  Committee  except  Mr. 
Wadsworth. 

R.  C.  Vilas  recalled. 

By  Mr.  Sterne  : 

Q.  At  the  close  of  your  examination  at  the  last  session  of 
the  Committee,  you  were  requested  to  bring  certain  docu- 
ments and  information  for  the  Committee  ;  have  you  brought 
it  now  ?     A.  I  have  brought  considerable  here. 

Q.  What  have  you  brought  and  what  have  yon  failed  to 
bring  ?  A.  I  will  hand  these  out ;  you  want  to  keep  these 
papers,  I  suppose. 

Q.  State  what  they  are  ?  A.  This  is  a  copy  of  the  contract 
with  the  National  Stock  Yard  Company. 

Q.  Is  that  a  contract  now  in  force  ?     A.  No,  sir. 

By  Mr.  Shipman  : 

Q.  What  is  the  date  of  it?     A.  Dated  February  1,  1870. 

By  Mr.  Sterne  : 

Q.  Where  is  the  contract  now  in  force  ?  A.  I  don't  know 
that  there  is  any. 

Q.  Does  this  one  hold  over  ?  A.  No,  sir ;  I  believe  not  ; 
the  stock  yards  are  run  now  under  another  contract,  which  I 
will  read  in  a  minute. 

Q.  Where  is  the  other  contract  ?  A.  There  is  a  copy  of  the 
contract  with  John  E.  McPherson. 

By  Mr.  Shipman  : 

Q.  What  is  the  date  of  that?  A.  The  28th  of  January, 
1876. 

By  Mr.  Sterne  : 

Q.  Is  that  the  contract  now  in  force  ?     A.  Yes,  sir. 
104 


920 

Q.  In  relation  to  the  stock  yards  ?     A.  Tes,  sir. 

Q.  Is  there  any  contract  in  existence  between  the  two?  A. 
I  believe  not ;  there  is  a  statement  "of  the  amount  paid  for 
overcharges  and  rebates  on  oil  during  the  year  1873,  which  you 
requested  me  to  bring. 

Q.  The  year  1873  ?  A.  That  is  the  year  I  came  with  the 
company  ;  you  wanted  to  know  what  overcharges  and  rebates 
were  being  paid. 

Q.  Have  you  the  subsequent  years  ?     A.  No,  sir. 

Q.  I  think  you  were  asked  to  bring  the  rebates  paid  to  the 
Standard  Oil  Company  for  the  past  three  years  ?  A.  I  think 
not ;  the  report  will  show  what  I  was  asked  to  bring  ;  that  is 
not  the  way  I  understood  it. 

Q.  Youmusthave  misunderstood  the  question,  because  I  don't 
see  what  object  we  should  have  to  ask  you  to  bring  the  rebates 
for  the  year  1873  ?  A.  You  wanted  to  know  what  we  were 
paying  at  the  time  I  became  the  General  Freight  Agent — in 
the  way  of  rebates  and  overcharges. 

Q.  How  much  does  that  amount  to  ?     A.  $205,170.66. 

By  Mr.  Shipman  : 

Q.  For  how  long  a  period '?     A.  One  year  ;  1873. 

By  Mr.  Sterne  : 

Q.  Did  you  pay  to  anybody  else  such  sums  ?  A.  Yes,  sir  ; 
paid  to  several  parties. 

Q.  All  under  the  Standard  Oil  airangement?  A.  No,  sir; 
you  didn't  ask  me  the  question  of  the  amounts  paid  to  the 
Standard  Oil  Company. 

Q.  How  much  of  that  was  paid  to  the  Standard  Oil  Com- 
pany, Bostwick  &  Co.,  and  Pratt?  A.  There  is  no  amount 
paid  to  the  Standard  Oil  Company — yes,  there  is,  one  sum  of 
$469.11. 

Q.  And  to  Bostwick  and  Pratt  ?  A.  Nothing  paid  to  Bost- 
wick ;  nothing  paid  to  Pratt. 

Q.  The  Committee  will  want,  I  think,  the  amounts  of  rebates 
and  drawbacks  paid  to  the  Standard  Oil  Company  within  the 
past  three  years  ?  A.  I  have  one  other  statement  here ;  I 
don't  think  it  is  that,  though. 

Mr.  Sterne — There  is  scarcely  any  object  in  marking  that ; 
it  encumbers  the  record. 
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The  Witness— Here  is  a  statement  showing  the  amount  paid 
for  overcharges  and  rebates  and  losses  on  oil  from  June  1st, 
1876,  to  June  1st,  1879. 

Mr.  Sterne— That  is  the  statement. 

Mr.  Blanchakd — Kead  the  items. 

Witness  reads  as  follows  : 

W.  H.  Doan $3,346  20 

Standard  Oil  Company  '2,419  23 

Marvin  Oil  Company 86  51 

Acme  Oil  Company 18  27 

Acme  Oil  Company 36,931  74 

Durant  &  Co 5,154  15 

Chas.  Pratt  &  Co 8,361  34 

Star  Oil  Company 160  13 

Standard  Oil  Company 45,061  36 

Vacuum  Oil  Company l.,234  31 

Making  a  total  of $102,773  24 

By  Mr.  Sterne  : 

Q.  Under  what  head  did  you  find  this  ?  A.  These  I  found 
from  the  record  of  vouchers  made  in  my  office. 

Q.  As  what — as  rebates  ?     A.  Bebates  and  overcharges. 

Q.  Is  that  from  the  Receiver's  books  or  from  the  Erie's 
books  ?     A.  From  the  books  in  my  office. 

Q.  Do  they  agree  with  the  Beceiver's  accounts  ?  A.  They 
should ;  these  are  all  the  vouchers  that  I  made  —include  all  the 
vouchers  made  in  the  freight  office  from  June  1,  1876,  to  June 
1,  1879. 

Q.  From  June  1,  1876,  to  June  1,  1879,  you  say  ?  A.  Yes, 
sir. 

Q.  And  you  are  prepared  to  swear  that  the  Standard  Oil 
Company  did  not,  from  June  1,  1876,  to  June  1,  1879,  receive 
in  the  way  of  rebates,  drawbacks  and  other  repayments,  from 
freight  charges  on  oil,  more  than  the  forty  thousand  and  odd 
dollars  that  you  have  there  specified  ?  A.  Through  any  vouch- 
ers from  my  office. 

Q.  Then  are  there  vouchers  which  can  get  into  the  hands  of 
the  Auditor,  and  from  him  to  the  Treasurer,  without  passing 
through  your  office  ?     A.  Not  that  I  know  of. 
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Q.  Mr.  Blanchard's  vouchers  would  not  pass  through  your 
office,  would  they  ?     A.  If  he  made  a  voucher  in  his  office,  no. 

Q.  Then  if  the  general  traffic  manager  made  vouchers  for 
rebates  or  drawbacks,  you  would  not  know  how  much  they 
amounted  to  ?     A.  We  haven't  any  traffic  manager. 

Q.  The  assistant  to  the  President?  A.  If  any  voucher 
originated  with  any  superior  officer,  it  would  not  pass  through 
my  office,  probably. 

Q.  Then  this  is,  so  far  as  you  know,  a  statement  only  of 
your  department  in  its  dealing  with  the  Standard  Oil  Com- 
pany ?     A.  That  is  all. 

Mr.  Sterne — I  have  here  a  statement  drawn  from  the  Re- 
ceiver's books,  as  to  rebates  paid  to  the  Standard  Oil  Company 
during  those  years,  and  to  that  company  alone.  It  amounts 
to  $107,567.00,  and  therefore  there  cannot  be  any  question  at 
all. 

Mr.  Shipman — From  what  time  ? 

Mr.  Sterne — During  the  three  yea)  s,  from  the  1st  of  October, 
1875 — less  than  three  years,  a-  year  and  a  half — from  the  1st 
of  October,  1875,  to  the  latter  part  of  May,  1877. 

The  Witness — This  account  does  not  commence  until  June 
1,  1876. 

Q.  It  embraces  both  the  year  1876  and  '77,  amounts  of  about 
$70,000,  at  least,  without  going  into  1878  and  '79,  at  all?  A. 
This  is  a  complete  abstract  of  every  voucher  paid  through  my 
office. 

Q.  Through  your  office  only  ?     A.  Through  my  office. 

Mr.  Sterne — The  request  that  was  made,  was  for  the  infor- 
mation of  what  was  paid  by  the  Erie  Company,  Mr.  Chairman, 
to  the  Standard  Oil  Company,  and  we  are  met  here  with 
vouchers  from  one  office,  or  one  department  of  that  company, 
and  that  is  not  complete. 

The  Chairman — Mr.  Blanchard,  how  is  it  ? 
Mr.  Blanchard — I  have  made  no  vouchers  for  the  Standard 
Oil  Company  or  anybody  else,  and  have  done  nothing  to  ap- 
prove a  voucher  originating  in  Mr.  Vilas'  office  during  that 
period  ;  that  fact  might  be  accounted  for  in  part  by  the  proba- 
bility— I  don't  know— I  would  like  to  ask  Mr.  Vilas,  whether  or 
not  that  is  the  Erie  Company's  proportion  of  those  vouchers? 
Mr.  Vilas — Yes,  sir. 
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By  Mr.  BlaNchabd  : 

Q.  The  amounts  that  Mr.  Sterne  has  may  be  the  amounts 
which  have  been  paid  by  the  Erie  Company  and  charged  in 
part,  and  in  some  cases  entirely,  to  the  Atlantic  &  Great 
Western  and  other  companies  with  whom  we  have  dealings  ? 
A.  Yes,  sir  ;  simply  the  Erie's  proportion. 

By  Mr.  Steene  : 

Q.  What  is  the  sum  total?     A.  $102,773.24. 

Q.  The  amount  that  you  have  paid — that  the  Erie  Railway 
Company  paid,  quite  independent  of  what  it  may  have  re- 
ceived back  from  other  parties,  to  the  Standard  Oil  Company 
and  to  all  parties  who  are  known  to  you,  or  to  anybody  else, 
to  ship  under  the  Standard  Oil  arrangement — that  is,  Bost- 
wick  &  Co.,  Charles  Pratt  &  Co.,  and  half  a  dozen  others  ?  A. 
I  made  a  statement  of  all  vouchers  paid  to  anybody  and  every- 
body ;  I  can  add  to  that  so  as  to  make  a  column  showing  the 
total  amount  of  vouchers. 

(Memoranda  of  agreement  between  the  Erie  Railway  Com- 
pany and  the  National  Stock  Yard  Co.,  of  New  Jersey,  above 
referred  to,  marked  for  identification  Exhibit  No.  1,  July  11, 
1879.) 

(Copy  of  contract,  Erie  Railway  Company  with  J.  R. 
McPherson,  above  referred  to,  marked  for  identification  Ex- 
hibit No.  2,  July  11,  1879.) 

(Statement  of  amounts  paid  for  overcharges,  rebates  and 
losses  on  oil  from  June  1, 18  "6,  to  June  1,  1879,  above  referred 
to,  marked  for  identification  Exhibit  No.  3,  July  11,  1879.) 

The  Witness — I  would  like  to  ask  if  you  want  the  dates 
changed  in  this  statement? 

Mr.  Steene — Make  it  correspond  as  far  as  you  can,  with  the 
dates  that  I  have  here,  of  October,  1875,  to  the  period  that 
you  have  there. 

The  Witness — This  is  June  1,  1879.  Here  is  a  statement  of 
the  amounts  paid  to  the  Great  Western  Despatch  for  over- 
charges from  June,  1877,  to  June,  1879,  amounting  to  $313,- 
443.78. 
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Q.  That1  represents  mainly  rebates  from  schedule  rates,  does 
it  not?     A.  Rebates  and  overcharges. 

Q.  The  actual  overcharge  element  forms  a  very  small  part  ? 
A.  Yes,  sir  ;  accompanying  that  I  have  submitted  here  a  form 
of  our  monthly  settlement  sheets. 

Q.  Corresponding  to  the  copy  which  I  showed  you?  A.  It 
is  a  little  different,  it  is  more  full  and  complete  than  that;  I 
will  say  that  I  have  not  the  similar  report  or.  the  information 
you  want  in  regard  to  the  Erie  &  North  Shore  Despatch ;  I 
have  a  telegram  from  them,  dated  July  9th,  that  "  The  state- 
ment will  go  to  you  to-morrow  ;  have  been  pressed  with  work, 
and  your  letter  did  not  designate  any  particular  date  you 
wanted  them  ;"  they  will  probably  be  heie  Monday  ;  it  is  from 
the  Erie  &  North  Shore  Despatch  Company,  whose  office  is 
in  Detroit,  and  they  will  probably  be  in  my  office  to-day  or  to- 
morrow, so  I  can  give  them  to  you  Monday. 

(Monthly  statement  of  earnings  and  expenses,  and  distribu- 
tion of  expenses,  of  the  Great  Western  Despatch,  South  Shore 
Line  and  the  Erie  &  Pacific  Despatch,  above  referred  to,  marked 
for  identification  Exhibit  No.  4,  July  11,  1879.) 

(Form  for  statement  of  vouchers  paid  the  Great  Western 
Despatch  each  month,  and  apportioning  the  same  among  the 
different  roads,  above  referred  to,  marked  for  identification 
Exhibit  No.  5,  July  11,1879.) 

(Statement  of  amounts  paid  to  Great  Western  Despatch  for 
overcharges,  above  referred  to,  marked  for  identification  Ex- 
hibit No.  6,  July  11,  1879.) 

Q.  What  else  have  you,  Mr.  Vilas  ?  A.  Here  is  a  statement 
of  the  Erie  Company's  proportion  of  the  amounts  paid  Eastman, 
Allerton  and  Morris,  as  cattle  eveneis,  from  June  21,  1875,  to 
April  1,  1879,  amounting  to  $261,101.5(J. 

Q.  That  is  about  a  third  of  the  whole  payment,  isn't  it  ?  A- 
It  is  more  than  that. 

Q.  Not  much  icore,  is  it ;  that  is  about  one-third  of  the 
whole  payment  ?     A.  By  whom  ? 

Q.  By  the  Erie  Company,  which  was  subsequently  charged 
to  other  companies  ?  A.  No,  sir ;  that  is  the  way  I  under- 
stood it;  it  is  more  than  one- third. 

By  the  Chairman  : 
Q.  What  was  the  aggregate  ?    A.  I  haven't  it  with  me. 
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By  Mr.  Steene  : 

Q.  Will  yon  please  complete  that  statement  in  the  same 
manner  that  you  were  requested  to  complete  the  Standard  Oil 
statement?  A.  Yes,  sir;  I  think  it  is  a  little  more  than  half 
the  total  amount. 

Q.  The  Erie  don't  get  half  from  Buffalo?  A.  It  depends 
upon  where  it  is  from. 

Q.  From  Chicago  ?     A.  No,  sir,  it  is  47  per  cent. 

(Statement  above  referred  to  marked  for  identification  Ex- 
hibit No.  7,  July  11,  1879.) 

Mr.  Steene — And  to  be  completed  by  Mr.  Vilas  iu  the  man- 
ner suggested. 

Mr.  Vilas — Yes,  sir.  Here  is  a  statement  of  amounts  paid 
for  the  yardage  of  small  stock  during  the  year  1878,  amount- 
ing to  $59,908.91. 

Q.  Is  that  also  merely  the  Erie's  proportion  ?  A.  My  im- 
pression, is  that  is  the  total  amount  paid,  as  the  yardage  which 
we  paid  is  allowed  us  in  the  through  rate ;  for  instance, 
a  car  ol  hogs  is  billed  from  Chicago ;  there  is  allowed  the 
amount  of  yardage  from  the  through  rate  before  pro-rating, 
and  it  is  allowed  to  us  in  addition  to  our  proportion,  and  we 
pay  it  to  the  Stock  Yard  Company. 

Q.  Don't  the  Stock  Yard  Company  get  two  yardages,  then ; 
one  from  you  and  one  from  the  man  who  gets  the  cattle  ?  A. 
No,  sir ;  we  don't  pay  any  yardage  on  cattle ;  this  is  on  small 
stock  as  stated. 

Q.  That  is,  sheep  ?     A.  Sheep  and  hogs. 

Q.  Don't  they  charge  the  man  who  gets  the  hogs  ?  A.  No, 
sir. 

Q.  It  is  simply  on  small  stock  ?     A.  Yes,  sir. 

Q.  Horned  cattle  you  don't  pay  yardage  on  ?     A.  No,  sir. 

Q.  The  receiver  pays  the  yardage?  A.  The  receiver  of  the 
cattle. 

Q.  I  don't  mean  the  Erie  Receiver?  A.  The  consignee ; 
yes,  sir. 

Q.  He  pays  the  yardage  ?     A.  Yes,  sir. 

Q.  That  is  40  cents  a  head,  isn't  it?     A.  I  don't  know. 

(The  paper  above  referred  to  marked  for  identification  Ex- 
hibit No.  8,  July  11,  1879.) 
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Q.  Will  you  ascertain  whether  it  is  merely  theErie's  propor- 
tion or  the  whole  amount  paid  ?  A.  I  am  pretty  sure  it  is 
the  whole  amount  paid,  but  I  will  look ;  but  I  am  quite  sure  it 
is,  because  we  don't  charge  back  any  of  these  to  our  western 
connections ;  it  is  allowed  us  in  the  waybilling,  so  the  voucher 
that  is  paid  is  charged  entirely  to  our  earnings,  we  having  re- 
ceived credit  in  the  earnings  of  the  same  amount  allowed  in 
the  waybills. 

Q.  If  you   are  quite   certain A.  I   am   quite   certain 

about  that ;  I  feel  quite  positive,  but  I  will  take  it  back  and 
look,  or  I  will  state  it  the  next  time  I  come  up  ;  here  is  a  copy 
of  the  Car  Trust  of  New  York  contracts. 

Q.  Are  those  contracts  now  in  force  ?  A.  To  the  best  of  my 
knowledge,  they  are  the  only  contracts  in  force,  or  ever  have 
been. 

(Car  Trust  of  New  York,  Articles  of  Agreement,  marked  for 
identification  Exhibit  No.  9,  July  11,  1879.) 

(Car  Trust  of  New  York,  form  of  lease  marked[for  identifica- 
tion Exhibit  10,  July  11, 1879.) 

Q.  Let  me  ask  a  question  or  two  in  relation  to  the  Car 
Trust  ?     A.  You  will  have  to  ask  some  one  else  I  guess. 

Q.  No,  I  guess  not ;  the  Homer  Ramsdell,  mentioned  as 
party  of  the  first  part  here,  John  A.  Hardenbergh  and  George 
R.  Blanchard,  three  of  the  five  of  the  parties  of  the  first  part, 
as  contracting  with  the  New  York,  Lake  Erie  &  Western 
Railroad  Company,  are  directors  of  the  New  York,  Lake  Erie 
&  Western  Railroad  Company,  are  they  not  ?  A.  I  believe 
not. 

Q.  Mr.  George  R.  Blanchard  is  not  ?     A.  I  believe  not. 

Mr.  Shipm&n — He  never  was. 

Q.  Not  a  director  ?     A.  I  believe  not. 

Q.  He  is  the  assistant  to  the  President  ?     A.  Yes,  sir. 

Q.  Homer  Ramsdell,  is  not  he  a  director?  A.  I  believe  he 
is. 

Q.  Of  this  New  York,  Lake  Erie  &  Western  Railroad? 
A.   Yes,  sir. 

Q.  John  A.  Hardenbergh  ?     A.  I  believe  not. 
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Q.  He  is  not  a  director  ?    A.  I  believe  not. 

Mr.  Shipman — He  never  was; 

Q.  He  is  connected  in  some  way  or  other,  in  an  official  ca- 
pacity, with  the  Erie  Bailway  Company?  A.  He  is  the  Gen- 
eral Purchasing  Agent  of  the  Erie  Railway. 

Q.  John  Lober  Welch,  is  he  connected  with  the  Erie  Eail- 
way ?     A.  I  don't  know  him. 

Q.  Is  he  a  director  ?     A.  I  don't  know. 

Mr.  Shipman — He  is. 

Q.  And  Clement  R.  Woodin,  is  he  connected  in  any  way 
or  shape  with  the  Erie  Railway  Company,  that  you  know  of  ? 
A..  I  don't  know. 

Q.  Tousaid  you  could  not  give  me  the  information,  but  you  see 
you  did  ?  A.  I  could  not  give  you  very  much  ;  you  asked  me 
how  many  cars  had  been  furnished  by  the  Car  Trust  Company ; 
here  is  a  circular,  that  is  issued  by  our  Superintendent  of 
Transportation,  which  gives  the  number  of  every  car — that  is, 
the  numbers  of  the  cars  we  have  on  the  line  of  our  road, 
owned  by  the  Erie  Company,  and  I  have  marked,  those  that 
are  furnished  by  the  Car  Trust ;  that,  I  thought,  was  about  as 
complete  a  way  as  I  could  answer  that  question. 

Q.  When  you  say  "Car  Trust — not  all  yet  completed,"  you 
mean  not  all  yet  furnished  ?  A.  Yes,  sir  ;  they  are  building 
now. 

Q.  They  run  from  2i,000  to  27,999  consecutively,  is  that  it? 
A.  Yes,  sir. 

Q.  That  would  be  5,000  cars  ?  A.  I  would  like  to  look  at  it 
to  see. 

Q.  What  I  mean  is,  do  these  numbers  run  consecutively  ? 
A.  Yes,  sir. 

Q.  Within  what  period  of  time  will  these  cars  be  furnished  ? 
A.  I  don't  know. 

Q.  Is  that  provided  for  by  the  contract  ?  A.  I  don't  know ; 
I  never  read  the  contract  in  my  life. 

(Statement  of  the  number  of  cars  furnished  by  the  Car  Trust 
Company,  above  referred  to,  marked  for  identification  Exhibit 
No.  11,  July  11,  1879.) 

The  Witness — You  asked  me  to  furnish  the  the   tariff  rates 
that  have  been  in  existence,  from  Chicago  to  New  York,  during 
105 
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1877,  1878  and  1879,  and  also  the  net  rates,  so  as  to  arrive  at 
what  was  the  average  net  rate.     • 

Q.  That  is  to  say,  the  extreme  fluctuations  and  how  kmg 
they  lasted?  A.  I  have  here  a  statement  showing  what  the 
tariff  rates  were,  and  I  have  to  say  that  I  cannot  tell  you  any- 
thing about  what  the  average  net  rate  was,  or  the  extreme  fluctua- 
tions, and  how  long  they  lasted  ;  I  have  written  to  Chicago  to 
some  railroad  men  there,  who,  I  think,  would  know  more  about 
that  than  I  do,  and  asked  them  to  give  me  their  views  as  far 
as  they  could,  from  any  statements  or  statistics  or  books  that 
they  might  have,  and  I  shall  probably  hear  from  them  in  a  day 
or  two,  but  I  cannot  arrive  at  it. 

Q.  Can't  even  give  the  lowest  rates  within  a  period  of  three 
)  ears  ?  A.  Yes ;  I  think  I  can  give  what  I  understand  to  have 
been  the  lowest  rates. 

Q.  Give  us  thai; — the  lowest  rate  from  Chicago  to  New  York 
on  flour  ?     A.  20  cents  a  barrel. 

Q.  That  is  10  cents  a  hundred  ?  A.  Yes,  sir ;  that  is  the 
lowest  rate  I  have  heard  of. 

Q.  The  lowest  rate  from  Chicago  to  New  York  on  grain? 
A.  10  cents  per  hundred  pounds. 

Q.  The  lowest  rate  from  Chicago  to  New  York  on  salt  meats  ? 
A.  I  don't  know  that  I  have  seen  any  rate  less  than  12^  cents 
on  meats. 

Q.  The  lowest  rate  from  Chicago  to  New  York  on  horned 
cattle  ?  A.  I  think  40  cents  a  hundred  pounds — no,  $40  per 
car. 

Q.  How  much  would  that  make  per  hundred  pounds  ?  A. 
About  20  cents  per  hundred  pounds. 

Q.  That  included  also,  did  it  not,  the  carriage  of  the  man 
to  take  charge  of  them  ?  A.  Yes,  sir ;  there  is  always  a  man 
accompanying  the  shipment — not  a  man  to  each  car — one  man 
may  have  charge  of  fifteen  cars. 

Q.  I  understand,  but  whatever  care  they  require,  the  rate 
that  you  fix  includes  a  free  pass  for  that  man  ?  A.  With  the 
cattle. 

Q.  In  the  cattle  caboose?     A.  Yes,  sir. 

By  the  Chairman  :  ' 

Q.  Does  it  include  a  free  return  pass  ?    A.  No,  sir. 
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By  Mr.  Steele  : 

Q.  Do  you  give  him  a  free  return  ?     A.  No,  sir. 

(Tariff  rates  from  Chicago  to  New  York,  above  referred  to, 
during  1877,  1878  and  1879,  marked  for  identification  Exhibit 
No.  12,  July  11,  1879.) 

Q.  What  proportion  of  those  rates  of  10  cents  a  hundred 
and  12  cents  a  hundred  did  your  company  receive — 46  per  cent, 
was  it  not  ?  A.  It  would  average,  perhaps,  about  that ;  we 
have  different  percentages  with  different  lines. 

Q.  Therefore  you  received  for  the  haul  from  Buffalo  to  New 
York,  when  the  rate  was  10  cents  a  hundred,  something  be- 
tween 4  and  5  cents  a  hundred  ?  A.  It  would  depend  on 
what  the  property  was. 

Q.  On  flour  and  grain  ?  A.  It  would  depend  upon  where 
it  was  going. 

Q.  To  New  York  ?  A.  If  it  was  on  grain  going  to  New 
York,  we  would  get  more  than  that. 

Q.  How  much  more  ?  A.  I  should  have  to  figure  ;  on  a  10 
cent  rate  for  grain  from  Chicago  to  New  York  we  would  get 
about  6|  cents. 

Q.  When  would  you  get  46  per  cent. — when  it  came  for 
export  ?     A.    Whenever  it  was  for  delivery  about  the  harbor  ? 

Q.  For  export  ?  A.  We  would  get  about  6§  cents  per  hun- 
dred on  all  grain  that  was  contracted  for  delivery  anywhere 
in  the  harbor  of  New  York. 

Q.  There  were  circumstances  or  conditions  under  which  you 
would  obtain  your  46  per  cent,  on  the  whole  rate  ?  A.  Not 
unless  it'  was  stopped  at  Jersey  City— if  it  was  delivered  from 
our  tracks  in  Jersey  City,  we  would  only  get  46  per  cent. 

Q.  If  it  was  delivered  for  a  European  steamer,  for  instance? 
A.  We  would  get  about  6^  cents. 

Q.  Then,  for  export,  you  would  get  about  the  same  as  for 
New  York  ?    A.  Yes,  sir. 

Q.  How  would  it  be  as  to  flour  ?  A.  If  it  was  for  delivery 
at  one  of  our  regular  stations,  we  would  get  the  regular  per 
cent,  of  the  rate,  but  if  it  was  for  delivery  at  any  other  point 
in  the  harbor  than  our  regular  delivery  stations,  we  would  get 

6J  cents. 

Q.  You  would  get  the  1J  cents  for  lightering  ?     A.  Yes,  sir. 
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Q.  When  you  delivered  without  lighterage,  you  would  get 
your  forty-six  per  cent.  ?  A.  If  it  was  going  to  one  of  our  reg- 
ular stations. 

Q.  Going  to  one  of  your  regular  stations  you  would  get 
forty-six  per  cent.  ?     A.  About  an  average  of  forty-six. 

Q.  Did  yon  consider  your  wharf,  here  on  this  side,  a  regular, 
station  ?     A.  Yes,  sir. 

Q.  Therefore,  you  would  deliver  flour  coming  from  Chicago 
to  New  York  at  something  between  four  and  five  cents  a  hun- 
dred— 4  6-10  if  you  please,  four  cents  and  6-10  of  a  cent  a 
hundred,  inNew  York  for  the  haul,  from  Buffalo  to  New  York  ? 
A.  Yes  sir. 

Q.  Now,  do  you  remember  within  what  period  of  time  the 
rates  were  below  twenty  cents  a  hundred  from  Chicago  to  New 
York  ?    A.  No,  sir  ;  I  could  not  tell  that. 

Q.  Couldn't  you  give  us  the  information  that  you  were  asked 
to  give  on  page  684  of  the  printed  book  of  testimony,  in  these 
terms  :  "  Give  us  the  extreme  fluctuation  and  how  long  that 
lasted  ;  that  is,  for  instance,  if  ten  cents  per  hundred  was  the 
lowest  point  touched,  let  us  have  it,  and  how  long  it  lasted  dur- 
ing two  years  ;''  couldn't  you  give  me  now,  how  long  that  ten 
cents  a  hundred  rate  lasted  ?  A.  To  the  best  of  my  recollec- 
tion now,  I  should  say  about  three  weeks. 

Q.  Then  it  went  up  to  what?     A.  Twenty  cents. 

Q.  Wasn't  there  any  intermediate  jumps  of  fifteen,  or  thir- 
teen or  fourteen,  &c.  ?     A.  No,  sir. 

Q.  How  long  did  the  twenty  cent  rate  last  ?  A.  It  is  in  ex- 
istence now ;  that  is  the  rate  to-day ;  I  think  it  took  effect 
June  2d,  if  I  remember  right. 

Q.  Wasn't  there  any  considerable  period  during  the  whole 
of  the  year  1878,  a  rate  ruling  from  Chicago  on  -the  class  of 
freight  that  you  have  testified  to,  considerably  less  than  twenty 
cents  a  hundred?  A.  No,  sir;  I  think  there  was  once 
or  twice — possibly  in  1878,  when  the  rate  got  down  below 
twenty  cents. 

Q.  And  stayed  down  ?     A.  I  don't  remember. 

Q.  I  am  not  speaking  of  schedule  rates,  I  am  speaking  of 
net  rates,  to  the  largest  shippers?  A.  I  am  speaking  of 
net  rates  to  the  largest  shippers ;  I  have  forgotten  just  the  time 
in  1878. 
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Q.  "We  will  pass  that ;  you  were  also  asked  to  bring  sched- 
ule rates  for  two  years  ;  have  you  got  that  ?    A.  Yes,  sir. 

(Paper  heretofore  referred  to,  marked  Exhibit  No.  12,  pro- 
duced.) 

Q.  "What  further  information  have  you  ?  A.  You  asked  me 
to  furnish  you  the  number  of  cars  of  cattle  shipped  by  the 
eveners,  as  compared  with  the  total  number  of  cars  shipped 
over  our  road  ;  I  cannot  do  it ;  the  total  number  of  cars  of 
through  cattle  received  by  us  during  1878  I  can  give ;  here  is  a 
statement  showing  that  it  was  8,306  cars ;  as  to  how  many  of 
those  belonged  to  Mr.  Eastman,  Mr.  Allerton  or  Mr.  Morris, 
I  cannot  state,  from  any  book  or  papers  in  my  possession. 

Q.  Can't  you  from  freight  bills  rendered  them  ?     A.  No,  sir. 

Q.  Or  from  yardage  bills  rendered  them  ?  A.  No,  sir ;  the 
only  thing  that  I  can  possibly  give,  would  be  a  statement 
showing  the  number  of  cars  consigned  to  each  one  of  those 
parties,  but  I  do  know,  at  the  same  time,  that  large  ship- 
ments are  made  in  the  names  of  other  parties  where  the  cattle 
belong  to  the  eveners ;  so  it  is  utterly  impossible  for  me  to 
give  it. 

Q.  So  it  would  not  give  us  any  correct  information  ?  A. 
No,  sir  ;  it  would  not ;  I  know  the  fact  that  other  names  are 
used. 

Q.  From  your  knowledge  of  the  conduct  of  the  business  at 
the  yards,  would  not  the  yard  men  know  how  much  they  deliv- 
ered to  the  eveners — wouldn't  they  have  some  record?  A. 
The  eveners  don't  live  here  ;  Mr.  Morris  our  evener,  for 
instance,  lives  in  Chicago  ;  I  can  tell  you  how  many  cars  of 
cattle  came  over  our  road,  consigned  to  Nelson  Morris,  but  I 
can't  tell  you  how  many  cars  of  cattle  belonged  to  Morris  or 
were  shipped  by  him  to  some  one  here  to  sell  for  him,  as  I 
know  is  being  done  every  week  ;  he  has  his  own  men  here  to 
make  his  sales,  and  consigns  to  them  direct,  and  I  cannot  tell 
who ;   the   waybills  don't  show  who  ships  them. 

Q.  Don't,  in  such  a  case,  your  waybill  state  who  shipped 
them  ?  A.  No,  sir ;  I  cannot  give  it ;  I  have  gone  through 
carefully  all  our  papers. 

Q.  What  is  your  general  estimate  of  how  much  was  shipped 
under  the  name  of  Nelson  Morris  ?  A.  It  would  be  a  mere 
matter  of  guess  work ;  it  would  not  be  reliable  at  all. 


By  the  Chairman  : 

Q.  This  system,  I  understand,  was  abandoned  some  time 
ago — this  eveners'  system  ?  A.  It  was  broken  up,  I  think,  the 
fore  part  of  May. 

Q.  This  year  ?     A.  Yes,  sir. 

Q.  It  is  not  in  force  now?  A.  No,  sir,  except  as  explained 
to  the  Committee  before,  under  our  present  plan ;  I  think  I 
explained  it  in  my  former  testimony. 

Q.  Can  you,  from  your  books,  give  us  a  tolerably  accurate 
estimate  of  these  things?  A.  All  I  can  give  you  from  our 
books,  is  a  statement  of  the  number  of  cars  actually  consigned 
and  waybilled,  in  the  name  of  those  eveners. 

Q.  Can  you  estimate  the  number  of  cars  ?  A.  Well,  I  could 
correspond  with  the  eveners  and  get  it  from  them  possibly — I 
could  not  get  it  from  any  books  or  papers  in  our  possession. 

Q.  If  you  can,  I  wish  you  would  ?  A.  I  can  get  it  perhaps 
from  Morris  or  Allerton  or  Eastman ;  that  I  may  do. 

By  Mr.  Sterne  : 

Q.  If  you  can  get  it  from  them,  it  is  in  one  aspect,  of  some 
importance,  and  we  shall  be  obliged  to  you  ?  A.  Very  well ; 
you  wanted  to  know  what  the  tariff  rate  was  on  cattle,  from 
Chicago  to  New  York,  during  1878  ;  I  cannot  find  that  there 
was  any  change  from  60  cents  per  100  pounds. 

By  Mr.  Shipman  : 

Q.  Is  that  the  rate  now  ?     A.  No,  sir. 

Q.  What  is  the  rate  now?  A.  The  gross  rate  now,  is  45 
cents ;  I  have  here  a  statement  of  the  westbound  rates  from 
New  York  to  four  of  the  principal  cities  in  the  west,  for  two 
years. 

By  Mr.  Sterne  : 

Q.  Westbound  rate  ?     A.  Yes,  sir. 

(Statement  of  westbound  rates  to  Chicago,  St.  Louis, 
Cincinnati  and  Indianapolis,  marked  for  identification.  Exhibit 
No.  13,  July  11th,  1879. 

The  Witness — You  asked  me  what  proportion  of  our  business 
was  local  and  what  was  through,  in  tons  and  revenue,  calling 
Buffalo  local ;  we  cannot  give  it  to  you. 
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Q.  Then  I  asked  you  if  you  could  not  give  that,  to  exclude 
Buffalo  ?  A.  I  have  the  statement  here,  made  up  from  our 
books  in  the  manner  in  which  we  keep  them,  calling  Buffalo 
through  freight,  which  shows  for  the  year  ending  April  30th, 
1879,  that  our  way  tonnage — we  call  it  way  tonnage,  local 
tonnage — was  4,704,922  tons ;  mileage  made  it  equivalent  to 
574,950,083  tons  for  one  mile,  being  the  average  per  ton  per 
mile,  of  one  cent  :.ndTV6u  ;  our  through  freight  was  1,993,420 
tons,  equivalent  to  742,942,089  tons  for  one  mile,  being  an 
average  of  TVu4o  0I  one  cer>t  per  ton  per  mile  ;  I  omitted  to 
state  the  revenue  on  those  which  I  will  do  now ;  the  revenue 
on  the  way  freight,  being  $6,670,714.09 ;  the  revenue  on  the 
through  busiuess  $5,228,781.77. 

Q.  And  that  excludes  Buffalo  from  way?     A.  Yes,  sir. 

Q.  And  puts  whatever  traffic  goes  to  and  come  from  Buffalo 
under  the  head  of  "  through  ?"     A.  Yes,  sir. 

Q.  And  swells,  therefore,  the  through  tonnage  to  the  extent 
of  the  local  Buffalo  business  ?     A.  Yes,  sir. 

Q.  Or  busiuess  coming  from  Buffalo  ?     A.  Yes,  sir. 

Mr.  Sterne — That  I  offer  at  once  as  an  exhibit. 

(Marked  Exhibit  No.  14,  July  11th,  1879.) 

The  Witness — I  have  got  to  the  end  of  my  budget. 

Q.  Have  you  a  memorandum  there  showing  what  you  were 
asked  to  give  ?  A.  No,  sir ;  I  just  dotted  it  down  with  a  pen- 
cil on  a  piece  of  paper. 

Q.  Have  you  given  everything  so  far  as  you  remember, 
that  you  were  asked  to  furnish  the  Committee  ?  A.  Every- 
thing that  I  can  think  of,  except  the  Erie  &  North  Shore  state- 
ments, which  I  expect  to  have. 

Q.  You  promised  to  give  the  rebates  paid  to  all  those  fast 
freight  lines,  during  the  course  of  the  past  three  years  ?  A. 
You  said  you  would  be  satisfied  with  the  Erie  &  North  Shore 
statement. 

Q.  For  one  year  ?  A.  No  ;  I  have  given  you  the  statement  of 
the  Great  Western  Despatch  expenditure,  and  now  I  will  give 
you  the  Erie  &  North  Shore  ;  then  you  asked  me  to  give  the 
statement  for  July  and  December,  for  the  Erie  &  North  Shore 
in  detail,  and  that  is  why  I  read  tnis  telegram,  that  they  didn't 
understand  that  we  were  in  any  haste  for  it;  it  is  to  be  sent  from 
Detroit. 
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Q.  You  were  asked  to  furnish  the  amount  of  rebates  paid 
during  those  years  in  gross,  to  those  fast  freight  lines,  because 
you  requested  me,  if  you  remember,  not  to  call  the  fast  freight 
agents  themselves,  because  you  said  you  would  give  me  the  in- 
formation? A.  Yes,  sir  ;  the  Erie  &  North  Shore  were  mailed 
to  me  yesterday  from  Detroit. 

Q.  There  are  several  others  ?  A.  The  aggregate  of  all  the 
other  fast  freight  lines  ? 

Q.  Yes.  A.  I  didn't  understand  that ;  I  can  give  you  the 
aggregate  from  my  office,  but  I  was  giving  it  in  detail  for  two 
months  for  the  Erie  &  North  Shore  line. 

Q.  We  want  it  in  detail  for  two  months  from  that  one  line, 
but  we  want  the  grand  aggregate,  the  total  from  all  the  lines 
for  two  years  ?  A.  That  would  comprise  almost  all  of  them, 
except  one  or  two  small  lines  established  lately  ;  I  didn't  think 
of  those ;  the  Wabash  &  Erie  line  and  the  Erie  &  Milwaukee 
line,  two  small  institutions  ;  I  can  give  you  those  ;  the  Wabash 
&  Erie  line  has  only  been  formed  a  few  mouths. 

Mr.  Sterne — On  page  684,  5  and  6,  you  will  see  the  informa- 
tion that  was  wanted  and  the  spirit  in  which  it  was  asked. 

Q.  Have  you  any  special  arrangement  as  to  stevedoring  ? 
A.  You  mean  unloading  our  freight  at  our  terminal  stations 
here. 

Q.  Loading  vessels  ?     A.  No,  sir  ;  we  do  not  do  any  of  that. 

Q.  That  is  left  to  the  vessels  to  do  ?  A.  Yes,  sir ;  the  con- 
signees to  do. 

Q.  You  leave  them  free  to  do  as  they  please  ?  A.  We  de- 
liver grain,  for  instance,  alongside  of  the  ship  that  we  are 
ordered  to. 

Q.  For  instance,  grain  in  bags  would  be  stevedoring  ?  A. 
We  don't  ship  it  in  bags. 

Q.  Flour  and  bacon  and  hams,  all  that  would  be  stevedor- 
ed, necessarily  ?  A.  Yes,  sir ;  I  think  our  plan  is  simply  to 
put  it  alongside  of  the  vessel  or  dock  that  it  is  ordered  to,  and 
put  it  over  the  string  piece  ;  I  think  we  end  there  ;  we  do  all 
that  work  ourselves  with  our  own  men. 

Q.  You  charge  the  vessel  for  doing  it  ?     A.  No,  sir. 

By  the  Chairman  : 

Q.  Have  you  on  your  road,  cars  especially  for  the  ship- 
ment of  butter — what  is  your  practice  in  shipping  that?     A. 
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We  have  a  few  cars  on  the  line  of  our  road,  that  we  ship  but- 
ter and  cheese  in  ;  we  try  to  keep  them  for  that  traffic  some- 
what. 

Q.  Do  you  ship  butter  and  cheese  from  Chicago,  and  Mil- 
waukee, and  Cleveland,  and  other  western  points  ?  A.  There 
is  some  ;  very  small  quantities  we  get  from  the  west ;  our  trade 
in  those  commodities  is  principally  from  the  line  of  our  road. 

Q.  In  this  State  ?     A.  In  this  State. 

Q.  Those  shipments  that  you  receive  from  the  west  you 
have  to  convey  in  cars  specially  prepared  for  that  purpose  ? 
A.  Yes,  our  fast  freight  lines  have  a  few  cars  expressly  for  carry- 
ing perishable  property — refrigerator  cars  they  are  called. 

Q.  Can  you  tell  me  what  the  rate  of  freight  has  been  upon 
butter  and  cheese  from  Chicago  to  New  York,  and  Milwaukee 
to  New  York,  and  Cleveland  to  New  York  ?  A.  I  can  get  it  for 
you. 

Mr.  Sterne — Do  you  mean  the  net  rate  ?  Not  the  schedule 
rate? 

The  Chairman — I  mean  the  net  rate. 

The  Witness — For  what  period  ? 

The  Chairman — I  was  simply  asking  whether  you  could  get 
it  or  not ;  you  say  the  shipments  have  been  limited  the  last 
year  or  the  last  season  ?  A.  It  would  be  a  great  deal  of  work ; 
we  would  have  to  go  through  our  waybills  ;  it  would  be  a  great 
deal  of  work  to  do  it. 

Q.  From  what  western  point  do  you  receive  butter  and 
cheese?  A.  I  don't  know  of  any  cheese  coming  from  the  far 
west,  as  far  as  Cleveland  even ;  we  have  occasional  shipments 
of  butter  from  Chicago,  and  I  think  there  have  been  shipments 
from  some  other  points  in  the  west. 

Q.  When  those  shipments  are  made,  they  are  made  on  spe- 
cial rates,  are  they  not  ?  A.  I  don't  know  as  to  that  ;  I  think 
very  likely  they  would  be  ;  I  think  butter  would  be  classed 
first-class,  if  I  remember  rightly,  and  the  tariff  rate  on  that  is 
quite  high,  and  I  think  very  likely  that  any  shipments  of  but- 
ter and  cheese  would  be  at  less  than  the  regular  printed  rate. 

Q.  Will  you   make  out  for   the  last  year  a  statement  of  the 
rate,  the  net  rate  for  the  shipment  of  those  commodities  from 
any  point  west  Of  your  western  termini al   stations?     A.  For 
instance,  Chicago? 
1 06 
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Q.  Yes,  Chicago,  Cleveland,  and  Milwaukee  ?  A.  The  more 
points  you  make,  the  harder  it  will  be. 

Q.  Or  from  Cincinnati  or  Indianapolis,  representative  points  ? 
A.  You  want  a  statement  of  what  quantity  we  have  shipped? 

Q.  I  don't  care  about  that ;  simply  want  to  get  at  what  the 
net  rates  have  been  ? 

Mr.  Shipman— "When  he  is  going  over  it,  he  might  get  about 
the  quantity. 

Mr.  Sterne — While  you  are  looking  for  that,  it  would  be 
well  to  have  the  rebates  that  you  paid  on  coal  during  the  year 
1878,  and  to  whom. 

The  Witness — What  do  you  want  on  coal? 

Mr.  Sterne — Eebates  on  coal;  in  using  the  word  "  rebate,"  I 
include  drawbacks  and  what  not,  or  repayment,  or  diminution 
of  schedule  rates  on  coal,  and  to  whom  made  ;  I  will  limit 
that  to  six  months  instead  of  a  year ;  the  six  months  from 
October,  1877  to  May,  1878. 

The  Chairman — Will  you  give  in  that  connection,  the  rate 
on  butter  and  cheese  from  Elmira  ? 

By  Mr.  Blanchard  : 

Q.  Will  you  please  state  to  the  Committee  whether  or  not, 
revenue  derived  by  the  Erie  Railway  Company,  is  precisely 
the  same  to  the  same  stations,  whether  the  property  be  con- 
signed to  a  New  York  house  or  for  export  ?  A.  Yes,  it  is  the 
same. 

Q.  If  the  property  is  delivered  at  one  of  the  stations  of  the 
Erie  Railway  in  New  York,  there  is  no  charge  made  either  to 
the  consignee  or  the  connecting  line,  for  lighterage?  A.  No, 
sir. 

Q.  Does  all  freight  that  is  exported,  require  a  lighterer  ? 
A.  No,  sir. 

Q.  What  proportion  of  it  do  you  think  ?  A.  I  could  not 
tell. 

Q.  A  large  majority  of  it  ?  A.  I  should  think  a  large  pro- 
portion of  it  did. 

Q.  Then  upon  the  business  consigned  to  one  of  our  stations 
for  a  New  York  consignee,  the  revenue  derived  by  the  Erie 
Railway,  would  be  less  than  the  revenue  derived  upon  prop- 
erty for  export,  wouldn't  it  ?     A.  Yes,  sir. 
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By  Mr.  Sterne  : 

Q.  You  have  already  testified  that  the  1J  cents  additional 
on  a  10  cent  rate  was  for  lighterage  purposes  ?     A.  Yes,  sir. 

Q.  Then  the  revenue  derived  from  goods  that  are  lightered, 
is  larger  than  the  revenue  derived  from  goods  that  are  not 
lightered  ?     A.  Yes,  sir. 

Q.  And  represent  about  the  cost  of  lightering  ?  A.  Yes, 
sir. 

William  Pitt  Shearman,  sworn  : 

By  Mr.  Sterne  : 

Q.  You  were  connected  with  the  Erie  Railwaj'  Company 
from  187"2,  until  18^ 8,  were  you  not?     A.  Yes,  sir. 

Q.  In  what  capacity  ?  A.  As  Treasurer,  and  also  as  assist- 
ant to  the  Receiver ;  in  charge  of  the  Finance  Department. 

Q.  Were  you  also  Treasurer  of  the  outside  organizations  ? 
A.  Of  several  of  them. 

Q.  State  what  they  were  and  how  responsible  your  charge 
was?  A.  The  Long  Dock  Company,  the  Union  Steamboat 
Company,  the  Towanda  Coal  Company,  the  Hillside  Coal  and 
Iron  Comp  my,  the  Northwestern  Mining  and  Exchange  Com- 
pany, the  Newark  &  Hudson  Railway  Company,  and  I  think 
the  Jefferson  Railroad  Company ;  that  is  about  all  that  I  re- 
member just  now. 

Q  Before  you  became  connected  with  the  Eiie  Railway 
Company,  what  had  been  your  employment  ?  A.  I  had  been 
employed  by  the  United  States  Government,  in  the  Treasury 
Department. 

Q.  For  how  long  a  period  of  time?  A.  For  about  seventeen 
years. 

Q.  In  what  connection?  A.  First  as  a  clerk  ;  went  into  the 
Treasury  Department  as  a  first  class  clerk  ;  T  was  promoted 
through  the  various  grades  to  the  head  of  division  ;  when  I 
left  I  was  the  head  of  the  stamp  division  of  the  Internal  Rev- 
enue Bureau. 

Q.  And  you  left  to  take  the  Treasuryship  of  the  Erie  Rail- 
way Company?  A.  I  did;  I  resigned  my  position,  for  the 
purpose  of  accepting  the  Treasuryship  of  the  Erie  Railway 
Company,  which  had  been  tendered  to  me  by  Mr.  "Watson,  who 
was  then  the  President  of  the  Erie  Railway  Company. 
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Q.  Mr.  Watson  having  been  previously  Assistant  Secretary 
of  War?     A.  Yes,  in  Washington. 

Q.  Mr.  SMpman  stated  yesterday  that  you  had  been  in  the 
service  of  the  Erie  Kail  way  Company  and  was  ignominiously 
discharged;  was  that  true?  A.  Mr.  Shipman  states,  then, 
what  is  not  true ;  I  resigned  my  position  in  the  Erie  Railway 
Company  as  assistant  of  the  Receiver. 

Q.  Did  you  resign  at  the  request  of  anybody?  A.  I  did 
not;  I  resigned  of  my  own  motion. 

Q.  And  your  connection  with  the  Erie  Railway  was  severed 
of  your  own  motion  ?     A.  It  was. 

Q.  Was  there  any  ignominy  attached  to  any  service  that 
you  rendered,  in  any  shape  or  form,  to  the  company  or 
against  the  company?  A.  I  never  have  heard  anything 
against  my  administration. 

Q.  State  the  circumstances  of  your  severance  of  your  con- 
nection with  the  company  ?  A.  A  reorganiziation  scheme  had 
been  adopted  and  was  about  to  be  carried  into  effect ;  there 
had  been  a  great  deal  of  litigation,  a  good  deal  of  mud  throw- 
ing and  a  good  deal  of  bad  feeling  engendered  on  the  part  of 
the  company  towards  persons  who  were  supposed  to  be  impli- 
cated in  efforts  to  overthrow  the  then  administration  ;  there 
was  a  good  deal  of  feeling  and  a  good  deal  of  bitterness  ;  when 
the  Erie  Railway  Company  succeeded,  a*nd  the  reorganization 
was  about  to  take  effect,  and  the  new  company  was  to  take  pos- 
session, which  I  believe  was  on  the  first  day  of  June,  my  ser- 
vices, as  assistant  to  the  Receiver,  would  practically  come  to  an 
end  ;  I  was  not  in  entire  accord  with  Mr.  Jewett  in  the  gene- 
ral management ;  my  department,  however — my  business — 
was  simply  confined  to  the  finances,  but  I  had  had  conversa- 
tions at  various  times  with  him  in  reference  to  other  depart- 
ments— friendly  conversations,  as  I  supposed,  and  I  found  that 
there  was  a  difference  of  opinion  between  us  as  to  the  general 
management  of  the  company  ;  I  made  up  my  mind  to  resign  ; 
it  seemed  to  me  that  I  could  not  get  on  harmoniously,  and 
that  being  in  the  minority,  that  it  was  my  duty,  as  a  gentleman, 
to  resign  ;  I  tendered  my  resignation  to  Mr.  Jewett,  which  was 
a  surprise  to  him ;  immediately  after  I  tendered  it  Mr.  Jewett 
said  to  me,  "  Mr.  Shearman,  you  are  the  treasurer  of  many  of 
these  outside  organizations  ;  I  desire  to  bring  those  organiza- 
tions under  one  management,  and  I  shall  make  you  the  Presi- 
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dent  of  those  companies  ;"  I  said  to  him,  "Very  well,  if  I  can 
be  of  service,  and  we  can  get  along,  I  will  accept ; "  all  this  was 
about  the  middle  of  May,  I  think ;  nothing  more  was  said 
about  it ;  on  the  last  day  of  May  I  received  a  letter  from  Mr. 
Jewett  accepting  my  resignation  of  the  office  of  assistant  Ke- 
ceiver,  thanking  me  for  my  service  in  the  finance  department, 
stating  that  I  had  met  his  fullest  expectations. 

By  Mr.  Shipman  : 

Q.  What  was  the  date  ?  A.  I  think  it  was  the  31st  of  May ; 
that  is  my  recollection ;  I  refer  to  the  record ;  I  think  that  was 
the  date  ;  after  thanking  me  in  the  manner  stated,  Mr.  Jewett 
said  that  he  had  come  to  the  conclusion 

Q.  You  are  speaking  about  Mr.  Jewett's  letter,  are  you  ?  A. 
Tes,  sir. 

Mr.  Shipman — I  think  he  had  better  produce  the  letter. 

By  Mr.  Sterne  : 

Q.  Have  you  the  letter  ?  A.  I  have  not ;  no,  sir ;  I  have  the 
letter  at  home. 

Q.  We  want  to  dispose  of  that  question  of  ignominious  dis- 
charge, in  the  first  instance  ?  A.  I  have  stated  the  circum- 
stances under  which  my  resignation  was  tendered ;  it  was 
accepted  by  Mr.  Jewett  in  a  letter  dated,  I  think,  the  31st  of 
May. 

The  Chairman — The  witness  has  stated  in  reference  to  that 
letter,  and  until  that  is  qustioned  there  is  no  necessity  of  pro- 
ducing the  letter. 

Q.  You  know  Col.  Balch  ?     A.  I  do. 

Q.  Do  you  remember  an  interview  you  had  with  him  and 
Mr.  Jewett,  in  relation  to  the  statements  made  by  Col.  Balch 
to  a  Mr.  Moore  ?  A.  Yes,  sir  ;  I  remember  that  there  was 
such  an  interview — an  interview  with  Mr.  Jewett,  Balch,  and 
myself. 

Q.  State,  as  nearly  as  you  can,  what  that  interview  was,  the 
conversation  that  took  place ;  with  the  permission  of  Judge 
Shipman  to  deviate  a  little  from  the  rules  ot  evidence  I  will 
draw  your  attention  to  the  point  I  want  to  get  at ;  it  was  inti- 
mated, in  a  question  yesterday  put  to  Col.  Balch,  that  he  had 
confessed  to  Mr.  Jewett,  at  that  interview  at  which  you  were 
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present,  that  he  had  stated  a  falsehood  to  Mr.  Moore,  and  that 
he  begged  Mr.  Jewett's  pardon  for  having  done  so ;  now,  is 
that  true,  or  is  it  not  ? 

Mr.  Shipman — If  you  refer  to  that,  you  have  got  it  wrong;  I 
don't  care  about  the  rules  of  evidence,  but  the  intimation  con- 
veyed in  my  question  was  if  Mr.  Balch  had  not  admitted  to 
Mr.  Jewett  that  he  stated  the  falsehood  in  denying  the  inter- 
view with  Mr.  Moore  ;  that  is  the  point. 

Q.  Did  Col.  Balch  in  that  conversation  admit  to  Mr.  Jewett 
the  statement  of  a  falsehood  in  any  particular — that  is  broad 
enough  ?     A.  According  to  my  recollection  he  did  not. 

Q.  What  was  it  that  took  place  ?  A.  The  substance  of  it, 
as  I  recollect  it  now — I  shall  have  to  refresh  my  memory,  as  I 
have  not  had  my  mind  on  the  subject  at  all — was  that  Col. 
Balch  had  made  some  statements  to  a  Mr.  Moore,  who  was 
the  accountant  of  the  English  Trustees,  which  were  derogatory 
to  Mr.  Jewett's  administration,  or  character,  or  something  of 
that  kind,  I  don't  remember  the  exact  terms  ;  Col.  Balch  had 
at  first  stated  that  he  didn't  recollect ;  he  didn't  understand 
exactly  what  was  meant,  and  he  finally  admitted  that  he  had 
criticised  Mr.  Jewett's  administration ;  Mr.  Moore  came  to 
him  with  the  author. ty  of  Mr.  Jewett,  who  had  directed  Col. 
Baluh  to  give  to  Mr.  Moore  all  the  information,  relating  to  the 
inventory  which  he  was  then  taking,  that  lie  wanted ;  Col. 
Balch  had  stated  that  he  considered  that  as  giving  him  t'ie 
right  to  talk  very  freely  with  Mr.  Moore;  Mr.  Moore  was  the 
representative  of  the  owners  of  the  property;  that  he  gave  to 
Mr.  Moore  full  information  with  reference  to  the  inventory  ; 
that  he  also  criticised  some  matters  outside,  which  matters  I 
don't  remember — it  does  not  occur  to  me  now  what  they  were 
— but  they  were  some  matters  of  administration;  and  Col- 
Balch,  at  that  interview,  admitted  that  he  had  committed  an 
indiscretion  which  he  regretted,  and  for  which  he  apologized, 
and  tendered  his  resignation. 

Q.  Then  and  there  ?  A.  Tendered  his  resignation  ;  that  is 
the  substance  of  it  as  I  remember  it. 

Q.  How  long  have  you  known  Colonel  Balch?  A.  For 
several  years. 

Q.  Do  you  know  him  as  an  upright  and  honest  gentleman  ? 
A.  Yes,  sir ;  I  never  knew  him  as  anything  else. 

Q.  Had  you  anything  to  do  with  the  McHenry  party  ?     A. 
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Nothing  at  all  ;  I  have  had  the  credit  of  it,  but  T  never  had 
anything  to  do  with  it. 

Q.  Didn't  consult  with  them,  and  didn't  get  any  of  their 
money?     A.  No,  sir. 

Q.  What  is  your  present  position  ?  A.  I  am  one  of  the 
Commissioners  of  Accounts  of  the  City  of  New  York. 

Q.  You  had  conversations  with  Mr.  Jewett  in  relation  to  the 
general  administration  of  the  Erie's  property,  and  had  differ- 
ences of  opinion  with  him  ;  had  you  any  conversation  with 
him  in  relation  to  the  local  traffic  and  its  management  ?  A. 
Yes,  sir  ;  several;  I  had  an  idea — I  am  not  an  expert  in  traffic 
matters,  and  don't  pretend  to  be,  and  never  did ;  my  conversa- 
tions with  Mr.  Jewett  were  simply  as  conversations  of  a  business 
man — a  friend  with  a  friend,  as  I  thought  at  the  time — it 
seemed  to  me  that  the  way  business — the  local  business — 
didn't  receive  that  attention  which  it  might  have  received,  and 
which  would  have  resulted  in  an  increased  revenue  to  the  com- 
pany ;  as  I  had  to  find  all  the  moneys  that  were  needed  by  the 
company  and  by  the  Receiver,  and  as  that  matter  was  a  great 
burden  upon  me,  finding  myself  continually  short  of  money,  it 
occurred  to  me  if  a  little  more  attention  was  paid  to  the  local 
business,  which  was  the  most  profitable  business,  that  we  mi^ht 
increase  the  revenues;  I  had  no  particular  plan  for  doing  it, 
but  I  simply  stated  the  matter  to  him  generally,  for  his  con- 
sideration ;  my  idea  was  to  call  his  attention  to  it ;  he  was  a 
man  of  larger  experience  than  I  had  had,  and  my  idea 
was  simply  to  enforce  upon  him  the  necessity  of  doing  some- 
thing of  that  kind  in  order  to  increase  the  revenues  of  the  com- 
pany. 

Q.  That  is  to  encourage  the  local  business  ?  A.  That  is  to 
encourage  the  lecal  business. 

Q.  In  what  way  did  you  propose  to  him  that  it  should  be 
be  done  ?  A.  Generally,  to  make  the  rates  as  low  as  they 
could  be  made  reasonably,  and  to  make  them  uniform. 

Q.  So  that  they  should  not  be  discriminated  against  by  the 
western  rates  ?     A.  Yes,  sir. 

Q.  And  to  make  them  uniform  to  everybody  ?  A.  Yes,  sir ; 
that  was  my  idea  generally. 

Q.  And  to  give  up  special  rates  ?  A.  To  give  up  special 
rates,  all  rebates,  all  drawbacks,  to  have  tariff  rates,  and  have 
them  published  and  to  adhere  to  them. 
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Q.  You  believed,  as  Treasurer  of  the  company,  that  the  ad- 
herence to  such  a  policy  of  having  tariff  rates,  published  rates 
uniform  to  everybody,  and  local  rates,  not  discriminating 
against  western  rates,  would  actually  inure  to  the  benefit  of 
that  road  ?      A.  I  thought  so  ;   that  was  my  opinion. 

Q.  You  knew  the  local  traffic  was  three  times  as  much  as 
the  through  traffic  ?  A.  No,  sir  ;  I  didn't  know  that ;  I  knew 
that  it  was  larger,  including  the  coal  tonnage. 

Q.  And  that  it  paid  more  per  mile  by  a  hundred  per  cent, 
than  the  through  traffic?  A.  I  did  not  compute  the  percent- 
age ;  it  paid  a  larger  rate. 

Q.  Mr.  Jewett  did  not  agree  with  you  as  to  that?  A.  Mr. 
Jewett  stated  that  his  experience  was  larger  than  mine,  and 
he  didn't  agree  with  me  exactly  ;  it  was  all  in  a  friendly  way. 

Q.  Who  is  the  present  Treasurer  of  the  Erie  Railway  Com- 
pany— who  succeeded  you  ?  A.  B.  W.  Spencer  is  the  present 
Treasurer  of  the  New  York,  Lake  Erie  &  Western  Railway 
Company. 

Q.  Was  he  under  you  formerly  ?  A.  He  was  my  assistant 
while  I  was  Treasurer  of  the  Erie  Railway  Company. 

Q.  Were  there  any  other  points  of  difference  between  you 
and  Mr.  Jewett  which  caused  your  voluntary  resignation  ?  A. 
None  occurs  to  me  now  ;  Mr.  Jewett  had  thought — intimated 
to  me- -that  I  had  not  been  as  active  as  I  might  have  been  in 
opposing  the  McHenry  party,  or  in  aiding  the  company  in 
suits  which  were  then  pending  against  it. 

Q.  When,  do  you  remember,  that  Mr.  Barlow's  connection, 
as  counsel  for  the  Erie  Railway  Company,  or  his  firm's  con- 
nection, first  began?  A.  It  began  before  I  entered  the  service 
of  the  company  ;  it  was,  I  think,  some  time  in  1872. 

Q.  Do  you  remember  any  judgment  recovered  for  Mr.  Mc- 
Henry, during  the  time  that  Mr.  Barlow's  firm  was  counsel  for 
the  Erie  Railway,  in  which  Mr.  Barlow  acted  as  counsel  for  Mr. 
McHenry,  which  judgment  amounted  to  $75,000,  and  whether 
or  not  that  judgment  was  paid  ?  A.  There  was  a  judgment 
obtained  by  McHenry,  and  it  is  the  only  one  that  I  ever  heard 
of. 

Q.  Judgment  paid  to  McHenry,  do  you  mean  ?  A.  No ; 
judgment  obtained  by  McHenry  against  the  Erie  Railway, 
amounting,  according  to  my  recollection,  to  about  $75,000. 

Q.  When  was  that?    A.  I  could  not  give  the  date  exactly  ; 
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my  impression  is  that  it  was  in  1874  ;  I  think  the  latter  part, 
but  I  am  not  positive  about  that ;  I  refer  to  the  record  for  the 
exact  date. 

Q.  Who  was  counsel  for  McHenry  in  that  proceeding  ?  A. 
I  understood  that  Mr.  Barlow  was  counsel ;  there  were  some 
papers  filed  in  the  office  which  I  think  showed  that  fact. 

Q.  Was  that  judgment  paid  and  satisfied  of  record— or  rather 
was  it  paid  ?  A.  The  judgment  was  paid  ;  a  part  of  it  was 
paid,  if  I  remember  rightly,  by  order  of  the  Executive  Com- 
mittee or  of  the  Board,  to  Mr.  Barlow,  and  the  remainder  of  it 
was  credited  to  Mr.  McHenry  on  account ;  that  is  the  way  I 
remember  it. 

Q.  Substantially,  the  whole  of  it  was  paid ;  partly  in  cash 
and  partly  by  credit?     A.  Yes,  sir. 

Q.  By  the  Receiver  or  before  the  road  was  in  the  hands  of  a 
Receiver?  A./ 1  think  it  was  before  the  road  went  into  the 
hands  of  the  Receiver. 

Q.  How  long  before,  do  you  remember;  wasn't  it  just  a  few 
days  before  ?  A.  My  impression  is  it  was  in  the  latter  part  of 
1874  ;  the  road  went  into  the. hands  of  the  Receiver  May  26th, 
1875 ;  I  may  be  mistaken  as  to  that ;  I  refer  to  the  records  ; 
the  records  will  show  accurately. 

Q.  It  was,  in  point  of  fact,  May  13th ;  at  that  time,  when  the 
judgment  was  thus  paid,  partly  in  cash  and  partly  by  credit, 
was  Mr.  McHenry  largely  a  debtor  to  the  Erie  Railway  Com- 
pany, to  the  knowledge  of  its  directors  and  its  officers  ?  A. 
The  company  claimed  that  he  was. 

Q.  To  what  extent  ?  A.  £250,000,  I  think,  or  £300,000  ;  it 
was  a  very  large  sum. 

Q.  Upwards  of  a  million  of  dollars  ?  A.  Yes,  upwards  of  a 
million  of  dollars. 

Q.  Arising  from  his  connection  and  transactions  in  connec- 
tion with  the  second  consolidated  mortgage  bonds  ?  A.  Yes  ; 
and  also  certain  transactions  connected  with  a  previous  loan 
known  as  the  gold  convertible  bonds. 

Mr.  Shipman — Known  as  the  Morgan  loan,  wasn't  it  ? 

The  Witness — No,  not  the  Morgan  loan,  the  convertible 
gold  bonds ;  there  were,  I  think,  two  millions  of  those  bonds  in 
Mr.  McHenry's  hands  which  he  had  to  dispose  of,  and  which 
he  had  not  fully  disposed  of. 

Q.  In  your  conversations  with  Mr.  Jewett,  as  to  these  spe- 
107 
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cial  rates,  and  rebates  and  discriminations,  which  you  objected 
to,  he  knew  of  the  fact  that  they  were  made,' did  he  not?  A- 
Oh,  of  course. 

Adjourned  to  July  12th,  at  10  A.  M. 


New  Yobk,  July  12th,  1879. 

The  Committee  met  pursuant  to  adjournment,  and  was  called 
to  order  by  the  Chairman. 

Present  :  All  the  members  of  the  Committee,  except  Mr. 
Wadsworth. 

William  Pitt  Skearmaii's  examination  resumed  : 

By  Mr.  Stekne  : 

Q.  Tou  were  the  custodian,  were  you  not,  of  the  securities 
of  the  Erie  Railway  Co.  ?  A.  I  was  for  a  time  ;  as  treasurer 
of  the  Erie  Railway  I  was  custodian  of  all  of  its  securities, 
and  also  as  cashier  of  the  Receiver;  I  held  that  position 
about,  I  think,  a  little  less  than  a  year,  and  as  such  officer  I 
was  the  custodian ;  subsequently  Mr.  Spencer  was  appointed 
cashier  of  the  Receiver,  and  became  the  custodian  of  those 
securities. 

Q.  When  was  it  that  the  custody  of  the  securities  of  the 
Erie  Railway  changed  ?  A.  It  was  early  in  1876  ;  at  the  time 
that  I  was  appointed  assistant  to  the  Receiver. 

Q.  Those  securities  were  stocks  and  bonds  in  other  corpora- 
tions ?  A.  Yes,  sir  ;  and  also  some  of  the  bonds  of  the  Erie 
Railway  Company,  viz.  :  the  Second  Consolidated  Mortgage 
Bonds. 

Q.  That  is,  so  many  of  them  as  had  not  been  disposed  of  ? 
A.  So  many  of  them ;  $600,000,  I  think,  was  the  amount  that 
had  not  been  disposed  of. 

Q.  Those  securities  were  used,  were  they  not,  from  time  to 
time,  to  raise  the  necessary  funds  for  the  payment  of  the  in- 
terest upon  bonds  ?  A.  They  were  used  for  the  purpose  of  the 
company,  whenever  the  company  needed  money  for  any  pur- 
pose, for  paying  its  employees,  for  paying  for  supplies,  or,  if 
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they  were  short  of  money  for  paying  the  interest,  these 
securities  were  used  as  collateral  to  the  company's  notes  for 
moneys  borrowed  for  that  purpose. 

Q.  And  those  loans  were  taken  up  from  time  to  time  by  the 
application  of  the  earnings  to  take  them  up,  I  suppose  ?  A. 
Yes,  sir. 

Q.  And  thus  the  securities  found  their  way  back  into  your 
hands  ?     A.  Precisely  so. 

Q.  Were  you  asked  to  raise  the  necessary  money  from  the 
securities  under  your  control,  or  through  the  instrumentality 
of  the  securities  under  your  control,  to  meet  the  interest  due 
•Tune,  1875  ?     A.  No,  sir  ;  I  was  not. 

Q.  Tou  were  not  asked  ?     A.  I  was  not. 

Q.  What  was  the  amount  of  the  interest  which  became  due 
in  June,  1875  ?  A.  I  cannot  give  you  that  accurately ;  the  in- 
terest on  the  second  consolidated  mortgage  bonds,  I  think, 
matured  at  that  time — about  half  a  million  of  dollars  in  gold ; 
there  were  some  other  of  the  former  mortgages  of  smaller 
amount,  but  the  principal  sum,  I  think,  was  the  $500,000  about, 
the  interest  on  Second  Consolidated. 

Q.  Was  it  more  than  $800,000  in  all  ?  A.  I  think  not,  ac- 
cording to  my  recollection. 

Q.  Look  at  this  list  of  securities,  amounting  to  three  million 
and  a  half  of  dollars  (handing  paper  to  witness)  ?     A.  Yes,  sir. 

Q.  Were  they  under  your  control  at  or  about  that  time  ?  A. 
I  could  not  answer  that  without  access  to  the  records  ;  there 
was  a  considerable  amount  of  securities,  but  whether  this  pre- 
cise amount  was  there  I  could  not  say  ;  I  refer  to  the  record. 

Q.  Do  you  recognize  that  as  an  accurate  list  of  the  securities 
— I  mean,  available  for  the  purpose  of  collaterals  ?  A.  Some 
of  these  securities  named  here  were  available  as  collaterals, 
others  not. 

Q.  Securities  to  what  amount  ?  A.  $815,000,  of  Buffalo, 
New  York  &  Erie  stock,  is  the  first  item  I  find  on  this  list  that 
you  have  just  handed  me  ;  that  was  an  available  security ;  what- 
ever amount  there  may  have  been  at  that  date  in  the  vault,  was 
an  available  security  for  borrowing  moneys  upon  ;  moneys  had 
been  borrowed  from  time  to  time  upon  that  security  ;  $99,000 
of  stock  of  the  Brook's  Locomotive  Works  is  the  next  item  on 
this  list ;  that  was  not  an  available  security ;  it  had  no  value  ; 
no  money  could  be  borrowed  upon  it ;  $153,800  of  the  stock  of 
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the  Erie  &  Atlantic  Sleeping  Coach  Company  was  a  good 
security,  upon  which  moneys  had  been  borrowed. 

Q.  Was  that  worth  about  par?  A.  I  estimated  it  to  be 
worth  par ;  at  one  time  the  company  had  an  offer  of  150  for  it 
with  an  option  running  some  time,  which  they  declined ;  the 
stock  I  estimated  to  be  worth  par ;  it  was  a  good  stock. 
$25,000  of  stock  of  the  Union  Dry  Dock  Company  ;  that  was  a 
good  stock  worth  par,  but  not  known  in  this  market,  and  not 
available  for  loans  here ;  it  might  have  been  used  in  Buffalo, 
where  the  dock  is  situated,  and  the  value  of  the  property  is 
known ;  it  is  an  exceedingly  valuable  property,  and  the  stock  is 
worth  par,  and  was  at  that  time.  $188,000  of  Buffalo,  Brad- 
ford &  Pittsburgh  Bailroad  Company's  bonds ;  they  consti- 
tuted a  fair  security  for  raising  money  ;  they  have  been  used 
for  that  purpose  ;  the  bonds  I  believe  to  be  good.  $45,000  of 
bonds  of  the  Buffalo,  New  York  &  Erie  Bailroad  Company ; 
they  were  an  available  security ;  they  were  good  bonds ;  if  I 
remember  correctly  $45,000 — there  were  several  issues  of  that 
company's  bonds ;  I  think  these  were  an  issue  of  their  consoli- 
dated bonds ;  all  of  their  issues  were  good.  $647,500  of  bonds 
of  the  Jefferson  Bailroad  Company ;  they  were  good ;  moneys 
had  been  borrowed  from  time  to  time  upon  them.  $250,000  of 
the  Newark  &  Hudson  Railroad  Company's  bonds ;  they  were 
good  security.  $642,000  of  bonds  of  the  National  Stock  Yard 
Company  ;  those  bonds  were  considered  a  good  bond,  and 
moneys  had  been  borrowed  upon  them.  $32,000  of  bonds  of 
the  Suspension  &  Erie  Junction  Bailroad  Company ;  they 
were  good  bonds.  $240,000  of  bonds  of  the  Towanda  Coal 
Company  were  not  available  ;  they  had  no  value  upon  which 
you  could  borrow  money ;  they  could  not  be  used  for  borrow- 
ing purposes,  and  never  have  been  within  my  knowledge; 
that   completes  the  list. 

Q.  Can  you  give  us  the  total  of  available  securities  of  that 
whole  amount  ?  A.  $2,773,300  is  the  par  value  of  those 
stocks. 

Q.  What  do  you  estimate  their  market  value  at  ?  A.  The 
stocks,  most  of  them,  had  no,  what  we  call  market  value ; 
they  were  not  quoted  upon  the  Exchange  ;  they  had  a  borrow- 
ing value. 

Q.  What  proportion  of  that  whole  amount  was  its  borrow- 
ing value  ;  what  margin  must  you  deduct  from  that  amount  to 
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arrive  at  its  borrowing  value?  A.  They  had  a  borrowing 
value,  I  should  say,  of  about  a  million  dollars  in  my  opinion, 
ordinarily. 

Q.  Tou  stated  that  you  had  previously  been  authorized  to 
use  these  securities  for  borrowing  purposes  ?     A.  I  stated  so  ? 

Q.  Yes;  that  you  had  in  years  before  been  asked  to  use 
them  ?  A.  Let  me  explain;  it  was  customary  for  the  treasurer 
of  the  Erie  Railway  Company  to  borrow  all  the  moneys 
needed  for  all  purposes  of  the  Company ;  it  was  not  customary 
for  the  Board  to  call  upon  the  Treasurer  to  borrow  moneys. 

Q.  He  exercised  his  own  discretion  ?  A.  He  exercised  his 
own  discretion  as  to  that ;  he  had  the  general  authority  ;  that 
had  been  the  practice. 

Q.  When  was  it  that  the  Executive  Committne  took  charge 
of  borrowing  the  moneys  necessary  for  the  interest  or  any 
other  purposes  of  the  railway  ?  A  I  don't  know  that  I  can 
answer  as  to  when  the  Executive  Committee  took  charge  of 
that  matter ;  the  facts  with  reference  to  the  interest  clue  on 
the  first  of  June  are  these  :  I  made  an  estimate  of  the  amount 
of  money  that  would  be  required  to  meet  the  interest,  which 
estimate  I  handed  to  the  President  of  the  Company,  with  the 
statement  that  it  would  be  necessary  for  the  Board  to  provide 
the  means ;  upon  that  statement,  the  President  submitted  the 
question  to  the  Board,  and  they  undertook  then  to  provide  ; 
the  matter  was  not  referred  back  to  me. 

Q.  You  were  not  requested  to  raise  the  necessary  moneys  ? 
A.  No,  sir. 

Q.  Do  you  know  what  disposition  was  made  of  the  funds 
which  were  raised  under  the  reorganization  scheme  which  is 
here  in  evidence,  by  the  shareholders  on  depositing  their 
shares  with  the  Reconstruction  Committee?  A.  I  have  no 
personal  knowledge  of  the  matter ;  none  of  the  funds  came  to 
the  treasury  while  I  was  there. 

Mr.  Sterne — Mr.  Blanchard,  would  you,  in  this  case,  object 
to  stating  as  a  matter  of  fact,  for  the  purpose  of  avoiding  the 
necessity  of  proof  upon  this  point,  that  those  funds  were  placed 
in  the  hands  of  the  Trustees,  and  amounted  to  a  certain  sum 
of  money  ? 

Mr.  Blanchakd — I  know  nothing  about  that,  and  have  noth- 
ing to  do  with  the  finances. 


948 

Q.  You  have  no  personal  knowledge  upon  that  subject?  A. 
I  have  no  personal  knowledge. 

Q.  Except  that  those  funds  did  not  reach  the  Treasurer?  A. 
Did  not  reach  the  Treasury. 

Q.  And  were  not  placed  in  the  hands  of  the  Beceiver  ?  A. 
Not  while  I  was  an  officer  of  the  Beceiver. 

Q.  I  mean,  they  were  not  placed  into  the  hands  of  the  Be- 
ceiver as  such  ?    A.  No,  sir. 

Q.  Do  you  know  thei  amount  per  share  that  was  paid?  A. 
I  could  not  give  it  accurately ;  I  refer  to  the  scheme  of  reor- 
ganization. 

Q.  It  was  in  conformity  with  the  scheme  of  reorganization  ? 
A.  Yes,  sir. 

Q.  Did,  in  the  year  1877,  the  Erie  Bailway  Company,  or  the 
Beceiver,  pay  interest  on  its  funded  debt  in  gold  and  currency, 
$3,807,764.50  ?  A.  Those  are  figures  that  I  can't  carry  in  my 
mind ;  as  to  the  amount  that  was  actually  paid,  the  Beceiver's 
account  of  receipts  and  disbursements  will  show. 

Q.  Don't  you  know  that  the  company  did  not,  and  that  the 
Beceiver  did  not  pay  any  interest  for  1877,  except  the  interest 
on  the  first  five  mortgages?  A.  My  impression  is  that  the 
Beceiver  paid  some  coupons  of  the  First  Consolidated  Mort- 
gage Bonds  in  addition  to  the  first  five  mortgages. 

Q.  How  much  would  that  be  ?  A.  Something  less  than  a 
half  million,  I  think. 

Q.  The  interest  on  the  first  five  mortgages  would  be  about 
$800,000,  wouldn't  it  ?  A.  Perhaps  a  little  in  excess  of  that ; 
I  cannot  give  the  amount  accurately  withot  referring  to  the 
record  ;  the  books  will  show. 

Q.  You  do  kDow,  however,  that  these  amounts  set  down 
there,  were  not  paid?  (handing  witness  a  paper.)  A.  Which 
amounts  do  you  refer  to? 

Q.  Interest  on  the  funded  debt,  under  head  of  "  Payments 
other  than  for  construction  ?  "  A.  I  could  not  answer  that 
question  without  examining  the  books ;  the  coupons  of  the 
Pirst  Consolidated  Mortgage  Bonds  were  payable  in  gold  ;  the 
amount  of  gold  interest  stated  here  is  $2,879,000,  which  seems 
to  be  in  excess  of  the  amount ;  my  impression  is  that  that 
item  is  in  excess  of  amount  actually  paid ;  that  it  is  simply  an 
item  stating  the  amount  that  had  accrued  due. 
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Q.  Payable  ?  A.  Yes,  the  amount  payable ;  but  I  am  not 
positive. 

Q.  Is  not  that  the  amount ;  the  interest  upon  the  whole  of 
the  funded  debt  of  the  Erie  Bailway  Company  as  it  then 
stood  ?  A.  According  to  my  recollection  that  is  about  the 
amount  of  the  interest ;  it  approximated  four  million  dollars. 

Q.  You  will  find  there  an  item  of  premium  on  gold,  as 
paid,  of  3-2,000  and  some  odd  dollars ;  wouldn't  that  be  the 
premium  on  gold  of  the  whole  amount  of  such  interest  which 
was  payable  iu  gold  ?  A.  I  could  not  auswer  ;  I  don't  remem- 
ber what  the  rate  was  on  gold. 

Q.  Who  paid  the  interest  ?  A.  The  interest  was  paid  at  the 
treasury — the  Erie'Railway  Company's  treasury ;  the  cashier 
of  the  Receiver  was  the  officer  who  made  the  payments  ;  his 
records  will  show  the  actual  amount  of  payments. 

Q.  Have  you  ever  verified  any  of  the  reports  to  the  State 
Engineer  ?     A.  No,  sir. 

Q.  Were  you  ever  asked  to  examine  any  of  the  reports  to  the 
State  Engineer?     A.  No,  sir. 

Q.  Had  you  anything  to  do  with  making  them  up  ?  A. 
Nothing  at  all. 

Q.  Did  you  furnish  any  data  J  A.  I  furnished  some  data, 
which  was  this :  the  average  rate  per  annum  of  interest  on 
funded  debt,  I  i  emember  to  have  furnished  in  answer  to  a  call 
— that  item  ;  I  furnished  also  a  statement  of  the  funded  debt, 
that  is,  the  bonded  debt,  as  it  appeared  by  the  books  of  the 
Treasury  Department. 

Q.  Do  you  remember  what  the  proceeds  of  the  sale  of  the 
Second  Consolidated  Mortgage  was  ?  A.  No,  sir ;  I  could  not 
give  it  to  you  without  reference  to  the  record. 

Q.  I  want  to  show  one  fact  in  relation  to  it ;  do  you  remem- 
ber the  dividend  that  was  paid  of  one  and  one-half  per  cent, 
on  common  stock  ?  A.  Before  the  company  went  into  the 
hands  of  the  Receiver  ? 

Q.  Yes.  A.  Yes,  sir  ;  there  were  two  dividends  paid  I  think 
in  1873, 

Q.  Were  those  dividends  paid  out  of  the  proceeds  of  the 
sale  of  bonds  ?     A.  They  were  in  part. 

Q.  To  what  extent  ?  A.  To  a  very  large  extent,  according 
to  my  recollection,  the  interest  was  paid,  I  think,  through  Dun- 
can, Sherman  &  Co.,  who  received  remittances  from  London 
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out  of  the  sales  of  those  bonds  ;  that  is  my  recollection ;  the 
books  will  show  that. 

Q.  You  had  not,  as  Treasurer  of  the  company,  in  your  hands 
at  the  time  of  the  declaration  of  that  dividend  and  its  pay- 
ment, any  moneys  coming  from  the  operation  of  the  road, 
from  which  that  interest  could  have  been  paid?  A.  There 
were  some  balances,  but  not  of  sufficient  amount ;  there  was  a 
balance  of  money  in  the  bank,  but  I  don't  remember  how  much. 

Q.  What  proportion  did  that  balance  bear  ?  A.  According 
to  my  recollection,  but  a  small  proportion  of  the  whole  amount. 

Q.  Less  than  one-tenth  of  the  whole  wasn't  it  ?  A.  I  could 
not  answer  as  to  that. 

Q.  Who  was  President  of  the  company  at  that  time  ?  A. 
Mr.  Peter  H.  Watson. 

Q.  And  who  were  its  Directors,  as  near  as  you  can  recol- 
lect ?     A.  I  could  not  give  you  the  names. 

Q.  Look  at  this  list  of  Directors  of  the  Erie  Eailway  Com- 
pany for  the  year  187ii,  and  mention  the  names  of  those  who 
are  now  Directors  of  the  New  York,  Lake  Erie  &  Western 
Railroad,  who  were  then  Directors  (handing  State  Engineer's 
report  to  witness)  ?  A.  Edwin  D.  Morgan,  I  think,  is  a  Direc- 
tor at  present,  Cortland  Parker,  Homer  Ramsdell;  I  don't 
see  any  others  here. 

Q.  Isn't  Mr.  Hotchkiss  now  a  Director?  A.  I  think  not, 
but  I  am  not  positive. 

Mr.  Blanchabd— He  is  dead. 

Q.  Do  you  remember  the  foreclosure  proceedings,  and  who 
conducted  them,  and  under  what  mortgage  the  foreclosure 
proceedings  were  conducted?  A.  Under  the  Second  Con- 
solidated Mortgage,  I  believe. 

Q.  How  long  after  the  corporation  went  into  the  hands  of 
a  Receiver  was  that  foreclosure  commenced  ?  A.  I  cannot 
give  you  the  history  of  the  legal  proceedings,  as  that  didn't 
come  within  my  province. 

Q.  Do  you,  or  do  you  not,  remember  the  fact  that  the 
Receiver  paid  during  the  progress  of  those  proceedings  the 
expenses  of  the  proceedings  ?  A.  The  Receiver  paid  under 
the  orders  of  the  court,  some  expenses  of  the  Trustees,  the 
Farmers'  Loan  &  Trust  Company,  according  to  my  recol- 
lection. 

Q.  Of  the  foreclosure  of  the  mortgage  ?     A.  Yes,  sir ;  the 
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Farmers'  Loan  &  Trust  Company  were  the  Trustees  of  the 
mortgage. 

Q.  Do  you  remember  the  action  that  was  commenced 
against  the  Brie  Railway  Company  by  the  Attorney  General, 
which  resulted  in  the  appointment  of  the  Receiver?  A.  Yes, 
sir  ;  there  was  such  an  action  upon  which  the  Receiver  was 
originally  appointed,  upon  the  suit  of  the  People  of  (he  State 
of  New  York  against  the  Erie  Railway  Company. 

Q.  Do  you  know  who  the  attorneys  were  in  that  action,  or 
the  counsel  for  the  Attorney  General  ?      A.  No,  sir  ;  T  do  not. 

Q.  Messrs.  Redfield  &  Hill  originally  represented  the  Attor- 
ney General  ?  A.  It  may  be  ;  I  have  no  recollection  of  it ;  it 
was  a  matter  that  was  outside  of  my  province. 

Q.  Mr.  Wilbur  M.  Brown  subsequently  represented  the 
Attorney  General?  A.  There  was  such  a  person  as  Wilbur 
M.  Brown  ;  whom  he  represented  I  don't  know. 

Q.  You  don't  remember  whom  he  represented  ?     A.  No,  sir. 

Q.  Will  you  kindly  look  at  the  list  of  securities  that  I  now 
hand  you  ;  do  you  recognize  that  as  a  list  of  securities  of  the 
Lake  Erie  Railway  Company,  and  their  nominal  value  ?  A. 
Bonds  of  the  description  of  some  of  these  were  held  by  the 
Erie  Railway  Company  ;  I  don't  know  whether  these  amounts 
are  correct  or  not ;  the  Jefferson  Railroad  Company,  the 
Northern  Railroad  of  New  Jersey,  Hackensack  &  New  York 
Railroad,  Hackensack  &  New  York  Railroad  Extension,  Union 
Car  Company,  Jefferson  Car  Company,  Hoboken  &  Jersey 
City  Horse  Railroad,  Glenwood  Coal  Company,  New  York 
&  Pennsylvania  Blue  Stone  Company,  Brooks'  Locomotive 
Works,  Moore  Elastic  Wheel  Company,  United  States  Tow 
Boat  Company,  Erie  Railway  Land  and  Improvement  Com- 
pany, New  York  &  Boston  Express  Company,  Niagara  Bridge 
Company,  Nyack  &  Northern  Railroad,  Buffalo,  New  York  & 
Erie,  New  York  &  Boston  Express  Company,  Long  Dock  Com- 
pany, Montclair  Railroad  ;  I  recognize  those  as  securities  that 
were  at  one  time  held  by  the  Erie  Railway  Company. 

Q.  Do  you  know  whether  they  were  written  to  profit  and  loss 
account,  or  written  off?  A.  The  stock  of  the  Jefferson  Rail- 
road Company  was,  according  to  my  recollection,  written  off  by 
the  Auditor,  upon  the  authority  of  the  resolution  of  the  Board 
or  of  the  Executive  Committee  ;  the  larger  amount  was  written 
off ;  I  think  a  nominal  sum,  perhaps  five  cents  on  the  dollar,  or 
108 
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something  of  that  kind,  a  small  amount  of  value,  was  still  re- 
tained, but  the  principal  part  of  it  was  written  off  as  worthless ; 
that  wns  stock  of  the  Jefferson  Railroad  Company;  the 
Northern  Railroad  Company,  $900;  that  was  sold. 

Q.  Before  going  further  with  that  list,  can  you  tell  this  Com- 
mittee how  the  stock  of  the  Jefferson  Railroad  Company  was 
acquired  by  the  Erie  Railway  ?  A.  No,  sir ;  it  was  in  the 
hands  of  the  company  when  I  took  charge  of  the  treasury; 
they  had  acquired  it,  I  don't  know  how  they  acquired  it ;  that 
is  my  recollection  of  it ;  Hackensack  &  New  York  Railroad 
Company  and  Hackensack  <fe  New  York  Extension  were  ex- 
changed for  bonds  of  the  New  Jersey  &  New  York  Railroad,  I 
believe  ;  stock  of  the  Union  Car  Company  represented  equip- 
ment on  the  road,  and  was  written  off  as  a  security  and  put 
into  equipment  account  by  the  Auditor,  under  authority  of  the 
Board. 

Q.  That  was  charged  to  the  equipment  account  ?  A.  It  was 
charged,  as  I  understand  it,  to  the  equipment  account  ;  I  was 
advised  at  the  time,  by  the  Auditor,  of  the  entry  and  of  his 
authority  for  making  it. 

Q.  And,  therefore,  that  item .  would  find  itself  subsequently 
in  the  construction  account  ?     A.  In  the  equipment  account. 

Q.  In  the  general  construction  account  ?  A.  Yes,  sir ;  the 
Jefferson  Car  Company  stock  was  used  in  settlement  of  a 
judgment  obtained  by  the  Jefferson  Car  Company  against  the 
Erie  Railway  Company  under  a  contract ;  the  entire  amount 
was  used  for  that  purpose ;  Hoboken  &  Jersey  City  Horse 
Railroad  Company's  bonds  were  sold  and  the  money  accounted 
for ;  Glenwood  Coal  Company,  I  think,  was  written  off;  it  was 
a  worthless  stock     a  bankrupt  company. 

Q.  Do  you  know  how  that  stock  was  acquired  ?  A.  I  can- 
not answer  positively  ;  I  think  it  was  acquired  through  the 
settlement  with  Mr.  Gould,  but  the  record  will  show,  I  am  not 
positive ;  I  refer  to  the  record  for  accuracy ;  New  York  & 
Pennsylvania  Blue  Stone  Company  was  written  off  as  worth- 
less ;  it  was  a  bankrupt  company. 

Q.  "Was  that  also  acquired  through  the  settlement  with  Mr. 
Gould?  A.  I  don't  remember,  my  impression  is  that  it  was, 
but  I  am  not  positive  as  to  that ;  Brooks  Locomotive  Works 
was  paid  in  settlement  of  a  contract ;  a  claim  of  the  Brooks 
Locomotive  Works  ;  certain  contracts  a.idclaims  were  cancelled 
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and  the  stock  was  paid  in  consideration ;  Moore  Elastic  "Wheel 
Company,  I  think,  was  -worthless  stock  ;  whether  it  was  written 
off  or  not,  I  am  not  certain  ;  I  could  never  ascertain  that  the 
stock  bad  any  value. 

Q.  That  was  not  acquired  from  Mr.  Gould  ?  A.  No,  sir ;  I 
don't  think  it  was ;  it  was  there  when  I  took  charge  of  the 
treasury  ;  the  United  States  Towboat  Company  stock  was  sold 
and  the  moneys  accounted  for. 

Q.  Was  that  acquired  from  Mr.  Gould  ?  A.  No,  sir ;  that 
stock  was,  I  think — I  am  quite  sure  it  was  in  the  Treasury 
when  I  came  there  ;  Erie  Eailway  Land  and  Improvement 
Company,  I  don't  know  anything  about  that,  except  the  stock 
was  there  and  it  was  valueless  ;  whether  it  was  written  off  or 
not,  I  don't  know. 

Q.  Was  that  acquired  from  Mr.  Gould?  A.  No,  sir;  my 
impression  is  not ;  New  York  &  Boston  Express  Company ;  I 
think  that  was  written  into  the  capital  account  of  the  Erie 
Baggage  Express,  if  I  remember;  the  records  will  show;  I 
refer  to  them. 

Q.  Was  that  worthless  ?     A.  It  was  worthless  ;  yes,  sir. 

Q.  "Was  that  acquired  from  Mr.  Gould?  A.  My  reflection 
is  that  that  stock  was  in  the  Treasury  when  I  went  there ; 
Niagara  Bridge  Ccmpanj' — that  stock  was  sold  and  the  money 
accounted  for ;  bonds  of  the  Niles  &  New  Lisbon,  $32,000 ; 
my  recollection  is  there  were  no  such  bonds  and  no  such  secu- 
rities held  by  the  company  when  I  took  charge  of  it,  and  none 
acquired  duriug  my  term  of  office  ;  Nyack  &  Northern  Bail- 
road  Company  bonds — I  am  not  certain  whether  they  were  sold 
or  not ;  there  were  some  negotiations  toward  a  sale. 

Q.  Can  you  state  how  much  of  the  stock  of  the  United 
Stafes  Express  Company,  the  Erie  Bailway  Company  held  ? 
A.  Half  a  million  dollars  is  my  recollection. 

Q.  "When  did  it  acquire  that?  A.  At  the  time  of  making 
the  last  contract,  I  think,  with  the  United  States  Express  Com- 
pany ;  I  cannot  give  you  the  date  accurately. 

Q.  Did  you  make  an  examination  of  the  books  for  the  pur- 
pose of  ascertaining  what  Jay  Gould's  inbebtedness  was  to  the 
company  ?     A.  I  did  not ;  no,  sir. 

Q.  "Who  did  that  ?  A.  Mr.  "Watson  had  some  clerks  at  work 
at  that ;  I  think  he  had  two  or  three  clerks  at  the  time  I  took 
the  treasuiership 
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Q.  Who  is  the  clerk,  that  would  most  likely  know  all  about 
it  ?  A.  I  think  Mr.  Augustus  Stein  was  one  of  the  clerks  who 
examined  that  matter. 

By  Mr.  Shipman  : 

Q.  You  say  you  came  into  the  service  of  the  Erie  Railway 
Company  in  the  first  instance,  as  Treasurer  ?     A.  Yes,  sir. 

Q.  In  1872  ?     A.  The  latter  part  of  1872. 

Q.  And  Mr.  Watson  was  the  President  at  that  time.  A. 
Peter  H.  Watson  was  then  President. 

Q.  And  you  continued  as  Treasurer  of  the  company  down 
to  the  time  when  you  were  appointed  assistant  of  the  Re- 
ceiver ?  A.  I  think  I  continued  as  Treasurer  until  the  reor- 
ganization took  place. 

Q.  I  understood  you  perhaps,  as  cashier  ?  A.  I  was  cashier 
of  the  Receiver  part  of  the  time. 

Q.  That  was  a  place  of  great  responsibility  that  you  held  ? 
A.  Yes,  sir. 

Q.  When  did  you  first  make  the  acquaintance  of  President 
Watson  ?     A.  In  New  York,  in  the  latter  part  of  1872. 

Q.  Did  you  come  here  at  his  request  or  from  an  interview 
with  him ;  or  did  you  come  here  at  the  suggestion  of  Mr. 
Durant  who  was  then  the  Auditor  of  the  company  ?  A.  Mr. 
Durant  I  think  conveyed  to  me  a  request  from  Mr.  Watson 
for  an  interview. 

Q.  As  you  have  answered  my  question  that  it  placed  a  large 
resposibility  upon  you,  you  had  a  salary  proportionate,  didn't 
you,  and  your  salary  was  $10,000  a  year ?  A.  No,  sir,  it  was 
small ;  I  think  it  was  $4,000  or  $5,000  at  first,  but  it  was  raised 
from  time  to  time  ;  the  last  year  the  salary  reached  $10,000. 

Q.  The  last  year  ?     A.  Yes,  sir ;  during  the  receivership. 

Q.  How  was  it  during  the  year  before  that?  A.  It  was,  I 
think,  $8,000  ;  I  refer  to  the  record  ;  I  cannot  give  it  to  you 
accurately. 

Q.  It  was  $10,000  the  last  year  ?     A.  Yes,  sir. 

Q.  When  were  you  appointed  Assistant  to  the  Receiver  ? 
A.  At  the  date  of  the  appointment  of  the  Receiver. 

Q.  Who  made  that  appointment  ?     A.  The  Receiver. 

Q.  And  you  were  not  appointed  by  the  court?     A.  No,  sir. 

Q.  The  duties  of  the  receivership  were  very  onerous  and 
heavy,  were  they  not  ?     A.  Yes,  sir. 
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Q.  You  stated  in  your  testimony  you  referred  to  a  para- 
graph  in   the  joint  letter  of  Mr.  Jewett- A.  What  joint 

letter  ? 

Q.  Didn't  you,  in  your  testimony  ?  A.  No,  sir ;  if  I  did,  I 
did  not  understand  it. 

Q.  I  didn't  have  your  testimony  this  morning,  and  I  can't 
refer  to  it  now  ;  I  shall  have  to  examine  you  hereafter  on  some 
points ;  you  are  not  experienced,  I  suppose,  in  running  a  rail- 
road— in  the  practical  running  of  a  railroad  V     A.  No,  sir. 

Q.  You  stated  you  had  some  conversation  with  Mr.  Jewett 
in  regard  to  the  local1  and  through  traffic  of  the  road?  A. 
Yes,  sir. 

Q.  What  did'you  advise  him  in  regard  to  the  local  and  through 
traffic  ?  A.  My  conversation  was  in  the  nature  of  sugges- 
tions ;  I  did  not  undertake  to  advise  him  as  it  was  not  my  duty; 
it  was  outside  of  my  department ;  I  remember  to  have  sug- 
gested at  one  time  that  it  would  seem  that  through  freights 
were  not  pacing  ;  that  that  business  was  being  done  at  a  loss, 
and  suggested  that  he  consider  whether  it  would  not  be  advisable 
to  abandon  that. 

Q.  I  was  going  to  ask  you  if  you  didn't  advise  or  suggest 
that  the  through  business  of  the  Erie  Road  should  be  aban- 
doned entirely  ?  A.  Yes,  sir,  I  did  at  one  time  suggest  that 
for  consideration. 

Q.  Did  you  make  that  suggestion  to  Mr.  Jewett,  or  did  you 
make  it  to  the  other  officers  of  the  road,  during  the  absence  of 
Mr.  Jewett  in  Europe?  A.  I  made  the  suggestion  to  Mr. 
Jewett  in  a  letter  I  think,  addressed  to  him  while  he  was  in 
Europe. 

Q.  Have  you  got  a  copy  of  that  letter  ?  A.  I  am  not  certain 
whether  I  have  or  not. 

Q.  If  you  can  find  a  copy  of  that  letter,  I  wish  you  would 
produce  it?  A.  The  copy  is  probably  in  the  company's  letter- 
books. 

Q.  Did  you  ever  discuss  the  question  of  special  rates  with 
Mr.  Jewett  ?  A.  I  cannot  say  that  I  have  discussed  it ;  I  have 
called  his  attention  to  vouchers  where  I  have  gone  to  him  with 
vouchers. 

Q.  With  what  view  and  under  what  circumstances  ?  A.  With 
a  view  to  have  him  consider  whether  special  rates  could  not  be 
abolished ;  whether  we    could  not  get   down   to  a  net  rate  so 


956 

that  it  might  be  understood  what  the  rate  was  ;   it  grew  out  of, 
vouchers  for  drawbacks  and  overcharges  and  so  on,  which  were 
sent  to  me  for  payment.  i 

Q.  What  were  your  duties  as  Assistant  Eeceiver,  or  Assist- 
ant to  the  Receiver,  as  you  term  it  ?  A.  My  duty  was  to  take 
charge  of  the  financial  department  of  the  Receiver,  to  collect  the 
earnings,  or  to  superintend  the  collection  of  the  earnings  of  the 
road,  and  superintend  the  payment  of  its  debts,  and  borrow 
such  moneys  from  time  to  time  as  the  Receiver  might  direct — 
might  be  authorized  to  borrow. 

Q.  You  recollect  the  proceedings  commenced  in  the  interest 
of  Mr.  McHenry  against  Mr.  Jewett,  don't  you,  that  continued 
through  several  months  in  the  courts,  here  ?  A.  Yes,  sir  ;  I 
know  that  there  were  proceedings. 

Q.  You  recollect  Mr.  Jewett's  capacity  and  integrity,  and 
everything  else  that  was  valuable  to  him  in  connection  with  his 
official  duties,  were  assailed  very  bitterly  in  that  litigation  ?  A, 
Yes,  sir. 

Q.  What  part  did  you  take  in  that  ?  A.  The  part  that  I 
took,  was  to  attend  to  my  own  department ;  to  borrow  the  mo- 
neys for  him,  and  attend  to  the  payment  of  the  debts  and  so  on. 

Q.  You  stood  aloof  entirely  from  Mr.  Jewett  in  that  matter, 
did  you  not  ?     A.  No,  sir,  I  did  not. 

Q.  Did  you  render  him  any  assistance  in  that  struggle  ? 
A.  I  did,  in  borrowing  money  that  could  not  have  been  other- 
wise borrowed. 

Q.  Independent  of  your  financial  operations  with  the  com- 
pany, did  you  render  Mr.  Jewett  any  assistance  in  that 
struggle  ?     A.  What  do  you  mean  by  "  assistance  "  ? 

Q.  You  know  what  the  meaning  of  the  word  "  assistance  " 
is — did  you  confer  with  him  ?  A.  I  did,  whenever  he  asked 
me  to  confer. 

Q.  I  ask  you  if  you  did  confer  with  him  ?     A.   I  did. 

Q.  When  ?     A.  Whenever  he  sent  for  me. 

Q,  How  often  did  he  send  for  you"?  A.  Not  very  often  ;  he 
was  not  in  the  habit  of  advising  with  me  often. 

Q.  Do  you  know  why  ?     A.  I  do  not. 

Q.  Haven't  you  stated,  that  in  that  bitter  controversy  in 
which  it  was  sought  to  crush  Mr.  Jewett,  that  you  assumed  a 
position  of  neutrality  ?  A.  That  language  was  put  into  my 
mouth  by  Mr.  Jewett,  in  connection  with  some  affidavit  that 
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into  bankruptcy. 

Q.  That  is  not  quite  an  answer  to  my  question  ;  I  ask  you  if 
you  didn't  slate  that  that  was  the  position  which  you  assumed, 
and  intended  to  assume?  A.  I  stated  to  Mr.  Jewett  that  if  the 
integrity  of  the  financial  department  was  assailed,  that  I  would 
take  the  front ;  that  as  to.  other  matters — as  to  the  general 
management  of  the  road — I  had  not  a  personal  knowledge, 
such  as  would  enable  me  to  make  affidavits  in  the  suit. 

Q.  I  don't  know  as  you  understood  my  question ;  I  asked 
you  if  you  did  not  distinctly,  and  have  not  distinctly,  taken 
the  ground  since,  in  explanation  of  your  conduct,  that  you  took 
the  position,  in  that  struggle,  of  neutrality?  A.  I  think  I 
have  answered  the  question. 

Q.  No ;  I  think  that  is  susceptible  of  an  answer,  yes  or  no, 
whether  you  have  ever  made  that  statement  or  not ;  you  can 
state  whether  you  did  or  did  not  make  any  such  statement? 
A.  Mr.  Jewett  asked  me  the  question  whether  I  would  remain 
neutral,  and  I  said  yes. 

Q.  He  did  ask  you?     A.  Yes,  sir. 

Q.  When  did  he  ask  you  that  ?  A.  At  the  time  that  the 
Kobinson  affidavit  was  put  in,  with  reference  to  throwing  the 
company  into  bankruptcy,  as  I  stated. 

Q.  What  Eobinson  ?     A.  Some  expert ;  I  don't  remember. 

Q.  Eobertson,  isn't  it?  A.  Eobertson,  yes  ;  he  testified  that 
the  money  might  have  been  borrowed  ;  that  I  was  not  called 
upon  to  borrow  the  money  by  the  board,  and  so  on  ;  and  Mr. 
Jewett  asked  me  to  made  a  statement  in  referenco  to  the  matter, 
and  I  made  a  statement  to  him  which  did  not  altogether  meet 
his  views;  he  had  an  idea  that  I  had  information  that  I  had 
not. 

Q.  You  were  summoned  to  the  police  court,  weren't  you,  to 
testify  on  the  charge  ?     A.  Yes,  sir. 

Q.  Do  you  know  how  you  came  to  be  summoned  ?  A.  I  do 
not ;  I  have  not  any  more  idea  than  you  have. 

Q.  Colonel  Balch  was  summoned  also?     A.  Yes,  sir. 

Q.  At  the  same  time  ?  A.  Yes ;  and  various  officers  of  the 
company ;  Mr.  Little  was  summoned,  if  I  remember,  and  Mr. 
Spencer,  the  present  Treasurer. 

Q.  Did  you  have  any  communication  with  Mr.  Jewett  on  the 
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subject   of  your  going  before  the  police  magistrate  ?     A.  I 
did. 

Q.  When  was  that  ?  A.  The  subpoena  required  me  to  pro- 
duce certain  books  and  papers,  or  certain  books  I  think  of  the 
Treasury  Department ;  I  went  immediately  to  Mr.  Jewett  im- 
mediately alter  receiving  the  subpoena,  and  asked  his  instruc- 
tions, he  gave  them  to  me ;  his  instructions  were — that. he  was  to 
confer  with  his  counsel  and  his  counsel  was  to  confer  with  some 
other  counsel ;  he  thought  it  would  not  be  necessary  to  pro- 
duce the  books,  but  he  would  let  me  know  the  next  morning. 

Q.  Was  that  all  the  conversation  that  you  had  with  him  ? 
A.  That  is  all  that  I  recollect  of  ;  he  sent  me  a  memorandum 
I  think — a  pencil  memorandum — stating  that  if  I  didn't  hear 
from  him  to  take  the  books,  and  I  did  so. 

Q.  Did  you  encourage  that  prosecution  against  Mr.  Jewett  ? 
A.  I  did  not,  in  any  way. 

Q.  Did  you  protest  against  it?  A.  Protest  against  it  to 
whom  ? 

Q.  To  anybody?     A.  I  protested  against  going. 

Q.  Did  you  protest  against  that  prosecution?  A.  I  didn't 
publish  any  protestation  in  the  newspapers  ;  I  went  unwillingly. 

Mr.  Sterne — What  protest  would  this  gentleman  have  made 
to  a  prosecution  to  the  Commonwealth  ?  I  object  to  the  ques- 
tion. 

Mr.  Shipman — I  ask  the  question. 

The  Chaikman — I  think  the  question  is  strictly  within  the 
legitimate  range  of  the  examination. 

Q.  [Question  repeated]. — Did  you  protest  against  that  pro- 
secution ?     A.  Protest  to  whom  ? 

Q.  Anybody  ?  A.  I  stated  to  Mr.  Jewett  my  desire  not  to 
be  present  as  a  witness  ;  I  stated  to  him  that  I  regretted  that 
the  subpoena  had  been  sent  to  me,  but  I  was  compelled  under 
it  to  go. 

Q.  Is  that  all  the  answer  you  have  to  make  ?     A.  Yes,  sir. 

Q.  Did  you  tell  Mr.  Jewett  that  you  thought  that  that  was 
an  unheard  of  and  unjust  proceeding  ?  A.  No,  sir  ;  I  didn't 
say  that. 

Q.  You  didn't  tell  him  you  thought  that  was  an  unjust  thing  ? 
A.  I  said  to  him  that  I  didn't  know  why  I  was  subpoenaed. 

Q.  That  was  all  you  said  ?     A.  I  went  under  compulsion. 
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Q.  You  have  stated  all  you  said  to  him  on  the  subject  ?  A. 
That  is  the  substance. 

Q.  That  is  all  the  conversation  you  ever  had  with  him  on 
that  subject  ?     A.  That  is  all  that  I  recollect  now. 

Q.  I  will  drop  that  there;  with  regard  to  your  discharge  — 
you  stated  yesterday,  that  my  remark  in  regard  to  that  was 
not  true  ?     A.  Yes,  sir. 

Q.  Of  course,  I  don't  want  a  dispute  with  you  about  words  ; 
I  don't  wan't  to  do  you  any  injustice  ?  A.  I  don't  believe 
you  do. 

Q.  But  I  want  the  fact ;  you  had  some  correspondence  with 
Mr.  Jewett,  didn't  you,  prior  to  your  leaving  the  service  of  the 
company— I  won't  say  whether  it  was  a  resignation  or  dis- 
charge— you  had  some  correspondence  with  Mr.  Jewett? 
A.  I  was  in  correspondence  with  him  most  of  the  time. 

Q.  Did  you  write  Mr.  Jewett  a  letter  at  any  time  before  you 
left  the  service  of  the  company,  stating  to  him  that  you  could 
not  raise  any  money  on  the  collaterals  of  the  company,  unless 
it  was  assured  that  you  were  to  be  retained  in  the  service  of 
the  company  ?     A.  Yes,  sir  ;  I  did. 

Q.  What  was  the  object  of  writing  that  letter?  A.  The 
object  was  simply  to  state  the  truth  to  Mr.  Jewett,  with  refer- 
ence to  a  loan  that  I  had  made  application  for. 

Q.  Look  at  that  letter,  and  see  if  it  is  the  one  which  you 
wrote  on  that  subject  ?  A.  Yes,  sir  ;  that  is  the  original  let- 
ter, May  11th. 

(Letter  marked  for  identification,  Exhibit  No.  1,  July  12, 
1879.) 

Q.  Did  you  receive  a  reply  from  Mr.  Jewett  asking  you  to 
designate  the  banks  or  bankers  who  had  refused  the  usual 
facilities  without  such  pledge.     A.  I  did. 

Q.  Did  you  furnish  them  ?     A.  I  did. 
it  Q-  Have  you  the  letter  that  Mr.  Jewett  addressed  to  you  on 
the  subject,  the  original  letter  ?     A.  No,  sir  ;  I  have  not ;  it  is 
upon  the  files,  I  think,  of  the  Erie  Kailway  Company. 

Q.  You  say  you  haven't  that  letter  ?     A.  No,  sir ;  my  im- 
pression is,  that  it  is  in  the  files;  I  took  away  no  papers  ;  I  left 
everything  belonging  to  the  company ;  that  letter,  I  think,  is 
filed  in  the  company's  files. 
109 
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Q.  Did  you  give  him  the  information  he  asked  for  ?  A.  I 
did,  promptly. 

Q.  Do  you  remember  now,  who  the  persons  were  that  had 
refused  to  loan  money  unless  they  had  some  assurance  that 
you  were  to  be  retained  as  the  Treasurer  of  the  road  ?  A.  I 
gave  the  names  to  Mr.  Jewett. 

Mr.  Shipman — If  the  witness  does  not  find  that  letter,  we 
shall  ask  to  introduce  a  copy  of  it. 

Q.  When  you  wrote  to  Mr.  Jewett  that  you  could  not  get 
loans  unless  there  was  an  assurance  that  you  should  continue, 
had  you  made  up  your  mind  to  leave  the  service  of  the  com- 
pany at  that  time  ?     A.  I  had  not. 

Q.  Do  you  remember  the  date  of  that  letter  ?  A.  The  date 
is  the  11th  of  May,  1878,  I  think. 

Q.  You  hadn't,  then,  made  up  your  mind  ?     A.  No,  sir. 

Q.  When  did  you  make  up  your  mind  to  leave  the  service 
of  the  company?  A.  I  think  it  was  about  the  14th  or  15th 
of  the  same  month  ;  I  don't  remember  the  date  exactly ;  it 
was  soon  after  that  letter  was  written. 

Q.  .Look  at  that  letter,  dated  the  15th  of  May,  1878  ?  A. 
That  is  my  handwriting,  the  original  tender  of  my  resignation. 

(Letter  marked  for  identification  Exhibit  No.  2,  July  12th, 
1879.) 

Q.  That  is  your  letter  of  resignation  ?    A.  Yes. 

Q.  Dated  the  15th  of  May,  1878  ?     A.  Yes,  sir. 

Q.  How  long  before  you  sent  that  letter  of  resignation  to 
Mr.  Jewett,  had  you  made  up  your  mind  to  resign  ?  A.  My 
mind  was  made  up  pretty  suddenly  ;  it  was  not  a  great  while 
before  that  letter  was  written. 

Q.  What  was  the  particular  occasion  which  changed  your 
mind  from  intending  to  remain  in  the  service  of  the  company 
to  resigning  ?  A.  I  had  become  tired  of  the  service  ;  it  seemed 
to  me  that  my  motives  were  misconstrued  ;  the  relations  did 
not  seem  to  be  very  pleasant ;  the  service  seemed  to  me  to  bo 
a  disagreeable  one,  and  I  made  up  my  mind  to  resign  it ;  get 
out  of  it. 

Q.  Between  the  time  when  you  wrote  to  Mr.  Jewett  stating 
that  the  banks  would  not  loan  money  unless  you  were  to  be 
continued  in  the  office  of  the  Treasury 
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Mr.  SteeNE — Do  not  make  that  statement  in  that  way.  If 
you  want  to  state  what  is  contained  in  that  letter,  put  in  the 
letter  ;  I  think  that  statement  is  an  injustice. 

Q.  I  will  put  it  in  the  same  form  that  it  is  in  the  letter ; 
I  ask  the  witness  if  he  did  not  write  to  Mr.  Jewett  saying  that 
he  could  not  raise  money  unless  he  could  give  an  assurance  that 
he  was  to  be  retained  as  Treasurer ;  now  I  am  asking  with 
reference  to  that  date  ;  that  was  on  the  11th  of  May,  1878  ;  I 
show  you  the  letter  and  you  can  verify  the  date?  A.  I  want 
to  call  your  attention  that  this  letter  refers  to  a  specific  loan 
of  $300,000,  and  to  state  that  I  had  procured  a  loan  of  $100,- 
000  at  tli is  very  time  ;  there  were  two  applications  for  loans, 
one  for  $100,000,  and  another  for  $300,000  ;  I  succeded  in  get- 
ting the  $100,000,  which  was  paid  into  the  treasury ;  I  failed 
to  get  the  $300,000  ;  for  this  reason :  the  parties  had  been 
in  the  habit  of  dealing  with  me,  they  knew  of  nobody  else, 
and  so  long  as  I  remained  there  they  felt  certain  that  the  obli- 
gations would  be  strictly  kept  as  they  had  been  ;  it  was  very 
natural  for  banks — it  was  not  an  implication 

Q.  I  dont  want  you  to  discuss  it ;  brother  Sterne  will  dis- 
cuss it ;  at  that  time  you  had  not  decided  to  leave  the  service 
of  the  company  ?     A.  On  the  11th,  no,  sir. 

Q.  On  the  15th  of  May  you  resigned,  because  you  got  tired 
of  the  service  of  the  company  ?     A.  Yes,  sir. 

Q.  "What  was  there  that  fatigued  you  between  the  11th  of 
May  and  the  15th  of  May,  which  induced  you  to  change  your 
mind?  A.  I  became  fully  satisfied  that  Mr.  Jewett  did  not 
feel  pleasantly  towards  me. 

Q.  You  felt  confident,  did  you  not,  that  Mr.  Jewett  had  lost 
confidence  in  you  ;  I  don't  say  in  your  pecuniary  integrity  ? 
A.  Well,  put  it  in  that  way. 

Q.  Have  you  a  copy  of  your  letter  of  resignation  here — 
your  own  copy  ?     A.  No,  sir,  I  have  not. 

Q.  You  have  already  identified  that  ?     A.  Yes,  sir. 

Q.  Mr.  Jewett  replied  to  that  letter,  didn't  he?  A.  Yes,  sir, 
he  replied  some  two  weeks  after  I  think. 

Q.  Have  you  that  original   letter  with  you  ?     A.  I  have  not. 

Q.  Will  you  produce  it  the  next  time  you  come  here  ? 

Mr.  Stebne — We  will  let  you  put  in  a  copy  ;  we  don't  want 
Mr.  Shearman's  original. 

A.  I  will  if  I  can  find  it. 
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Q.  Did  Mr.  Jewett  call  for  your  resignation  as  treasurer  of 
those  outside  companies  ?  A.  In  the  letter  accepting  my  res- 
ignation he  did. 

Q.  Have  you  a  copy  of  your  reply  to  Mr.  Jewett's  letters, 
addressed  to  you  on  your  resignation  ?     A.  Yes,  sir. 

Q.  Have  you  got  it  here  ?     A.  I  have  a  printed  copy. 

Q.  Tou  enclosed  a  copy  of  it  to  the  London  Committee,  did 
you  not?     A.  Yes,  sir. 

Q.  That  letter  was  sent  to  the  London  Committee  and  was 
printed  ? 

Mr.  Sterne — It  was  first  printed  and  then  sent  to  the  Lon- 
don Committee. 

Q.  You  received  a  reply  from  Mr.  Jewett  to  that  communi- 
cation?    A.  Yes,  sir. 

Q.  Have  you  that  with  you  ?     A.  I  have  not. 

Q.  Be  kind  enough  to  bring  that  with  you  ?  A.  No,  sir  ;  I 
decline  to  produce  it. 

Q.  We  shall  produce  a  press  copy  of  it  ?  A.  It  is  libelous 
in  its  character. 

Q.  As  I  have  not  your  minutes  before  me,  I  shall  have  to 
perhaps  be  a  little  general  in  my  questions  ;  you  referred  yes- 
terday to  a  large  increase  of  the  funded  debt,  didn't  you,  dur- 
ing the  administration  of  Mr.  Jewett,  in  reply  to  some  question 
of  Mr.  Sterne  ?     A.  To  a  large  increase  of  the  funded  debt  ? 

Q.  Yes  ?     A.  During  the  administration  of  Mr.  Jewett  ? 

Q  Yes  ;  Colonel  Baleh,  I  think,  said  it  was  increased  eight 
millions  of  dollars?  A.  I  don't  think  the  question  was  put  to 
me,  if  it  was,  I  have  forgotten  it. 

Q.  I  think  you  stated  something  of  that  kind,  but  if  yon 
say  you  didn't,  I  will  look  over  your  minutes  ?  A.  I  don't 
think  there  was  such  a  question  asked. 

Q.  When  was  it  that  you  had  this  conversation  with  Mr. 
Jewett  about  the  local  traffic  ?  A.  Several  times ;  I  can't  give 
the  dates  accurately  ;  I  kept  no  minutes  or  notes. 

Q.  Don't  you  know  that  that  judgment  was  obtained  by 
McHeniy  before  Mr.  Jewett  came  into  the  service  of  the  Erie 
road  ?  A.  No,  sir  ;  I  have  not  any  knowledge  as  to  when  the 
judgment  was  obtained ;  I  know  nothing  of  the  history  of  the 
case. 

Q.  Don't  you  know  that  the  settlement  of  that  judgment, 
such  as  it  was,  was  made  before  McHenry  made  his  report  to 
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the  Erie  Company,  and  before  it  was  known  that  he  was 
largely  their  debtor  ?  A.  No,  sir ;  I  do  not ;  I  refer  to  the 
records  as  to  the  date  ;  my  impression  is,  as  I  stated  yester- 
day, that  a  payment  was  made  of  that  judgment  sometime  in 
the  latter  part  of  1874 ;  I  refer  to  the  records  for  the  exact 
date. 

By  Mr.  Blanchard  : 

Q.  Tour  testimony  of  yesterday  says  :  "  My  department  and 
my  business  was  simply  confined  to  the  finances ;"  had  you 
anything  whatever  to  do  with  the  traffic  relations  of  the 
Erie  Boad  ?  A.  Nothing  at  all  as  to  the  administration  of  that 
department. 

Q.  Had  you  ever  had  anything  to  do  with  the  traffic  rela- 
tions of  any  railroad  ?     A.  Never. 

Q.  Had  you  ever  attended  a  meeting  at  which  our  relations 
to  the  trade,  or  the  connecting  roads,  or  the  commerce  of  New 
York,  was  discussed?     A.  No,  sir. 

Q.  Had  you  any  means  of  knowing  what  rates  were  made  on 
the  Erie  Boad,  except  when  you  saw  a  draw-back  voucher  pass 
through  the  treasury  ?     A.  No,  sir. 

Q.  You  knew  nothing  about  it,  then  ?     A.  Nothing  about  it. 

Q.  You  testified  yesterday  :  "  I  am  not  an  expert  iu  traffic 
matters,  add  don't  pretend  to  be,  and  never  did ;"  and  vet  you 
undertook  to  advise  Mr.  Jewett  as  to  the  manner  in  which  the 
traffic  of  the  road  should  be  increased?  A.  For  his  con- 
sideration, in  the  way  of  a  suggestion  ;  it  might  or  might  not 
have  value. 

Q.  Will  you  be  kind  enough  to  suggest  now  what  occurred 
in  your  mind  at  that  time,  in  order  that  we  may  take  advantage 
of  it,  as  to  the  manner  in  which  you  thought  the  revenues  might 
be  increased  ?  A.  I  have  not  any  suggestion  to  make  now  ;  if 
the  company  desire  me  to  study  up  the  matter  and  make  them 
suggestions  I  will  do  so  under  proper  compensation. 

Q.  Before  you  made  the  suggestion  you  had  not  studied  up? 
A  No,  sir ;  I  only  knew  generally,  I  had  no  special  knowledge 
on  the  subject,  as  I  stated  yesterday. 

Q.  You  said,  in  answer  to  Mr.  Sterne,  "  Generally,  to  make 
the  rates  as  low  as  they  could  be  reasonably  ;"  what  do  you 
regard  a  reasonable  rate  ?  A.  A  rate  that  would  pay  a  fair 
profit  to  the  road. 
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Q.  What  is  that  rate;  state  your  idea  of  a  reasonable  rate? 
A.  I  do  not  profess  to  be  an  expert,  and  cannot  give  you  a  per- 
centage that  would  be  proper  over  and  above  the  cost  of 
carrying.  « 

Q.  What  percentage  on  the  Erie  Eoad  ?  A.  I  could  not  tell 
jou. 

Q.  Not  knowing  the  cost,  and  not  knowing  the  percentage, 
you  couldn't  tell  what  a  reasonable  rate  is  ?     A.  Xo,  sir. 

Q.  Secondly,  "so  that  they  should  not  be  discriminated 
against  by  the  western  rates ;:'  during  the  absence  of  Mr.  Jewett 
in  Europe,  you  said  you  advised  the  Erie  Company  to  go  out 
of  the  through  business,  or  suggested  that  course  ?  A.  I  sug- 
gested that  for  his  consideration. 

Q.  And  you  believed  it  to  be  to  the  interest  of  the  Erie  to  go 
out  of  the  through  business  ?  A.  Yes,  sir,  at  that  time  ;  a 
statement  had  been  made  by  some  of  the  officers,  showing  that 
a  portion  of  the  traffic  was  carried  at  a  loss  ;  I  think  the  Au- 
ditor made  up  some  statement  for  the  acting  President,  Mr. 
Ranisdell ;  it  was  upon  that  that  I  based  the  suggestion. 

Q.  Then  you  did  not  take  into  consideration  at  all  the  rela- 
tions of  the  Erie  Eoad  to  the  public,  in?goingout  of  the  through 
business?     A.  Xo,  sir. 

Q.  Or  the  sacrifice  of  the  interests  of  New  York  City,  or  New 
York  State,  was  not  taken  into  consideration  by  yon  ?  A.  It 
didn't  occur  to  me. 

Q.  It  didn't  occur  to  you  that  if  the  Erie  went  out  of  the 
through  business,  the  Pennsylvania  road  would  divert  the 
business  to  Philadelphia  ?  A.  I  didn't  give  the  subject  con- 
sideration that  led  me  to  that. 

Q.  Or  the  Baltimore.  &  Ohio  to  Baltimore  ?     A.  Xo,  sir. 

Q.  Or  the  Boston  and  Albany  and  the  Grand  Trunk  roads, 
to  the  northern  parts?     A.  Xo,  sir. 

Q.  You  didn't  take  into  consideration  the  loss  of  the  traffic 
to  the  City  of  Nsw  York  ?  A.  They  were  matters  that  I  sup- 
posed the  Keceiver  would  consider  himself ;  it  was  simply  to 
call  his  attention  generally  to  the  matter  that  it  might  be  dis- 
eussed  and  considered,  that  he  might  get  the  benefit  of  his  own 
opinion  and  officers  who  were  experts,  and  had  charge  of  those 
matters. 

Q.  You  said,  "  To  give  up  special  rates,  all  rebates,  all  draw- 
backs, to  have  tariff  rates,  and  have  them  published  and  adhere 
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to  them  ;"  what  class  of  business  did  you  refer  to  in  that  con- 
nection ?     A.  Generally  to  the  business  of  the  read. 

Q.  No  particular  class  ?     A.  No  particular  class. 

Q.  Did  you  know  that  under  existing  contracts  with  the  coal 
companies  that  was  an  absolute  impossibility  ?  A.  No,  sir,  I 
did  not. 

Q.  Then  you  made  the  suggestion  without  consulting  on  any 
of  these  subjects  ?     A.  Yes,  sir. 

Q.  Do  you  know  that  the  rates  of  the  canal  change  from 
Buffalo  to  New  York  every  day,  and  sometimes  three  times  a 
clay,  and  sometimes  at  fifteen  minutes'  notice ;  how  did  you 
propose  to  fix  the  grain  rates  from  Buffalo  to  New  York? 
A.  I  didn't  propose  to  do  it. ;  I  didn't  propose  to  go  into  those 
details ;  it  didn't  come  within  my  jurisdiction. 

Q.  Then  I  understand  you  knew  nothing  about  those  mat- 
ters ?     A.  No,  sir. 

By  Mr.  Shipman  : 

Q.  I  called  your  attention  to  the  reply  of  Mr.  Jewett  to  your 
letter,  stating  that  you  had  been  refused  some  loan  or  loans, 
because  you  could  not  assure  the  banks  that  you  were  to  be 
retained  as  Treasurer  ;  my  question  now  is,  whether  you  re- 
plied to  that  letter  of  Mr.  Jewett  by  letter  or  verbally  ?  A. 
Verbally,  I  think  ;  that  is  my  impression. 

Q.  Did  you  inform  him  what  banks  had  declined?  A.  I 
did. 

Q.  What  banks  were  they  ?  A.  It  was  one  particular  bank  ; 
I  would  not  feel  justified  in  giving  the  name  withoiit  their 
consent. 

Q.  But  you  did  inform  Mr.  Jewett  ?  A.  I  informed  Mr. 
Jewett ;  that  was  an  official  matter. 

Q.  Was  it  not  more  than  one  bank?       A.  One  bank. 

Q.  What   officer  of  the  bank,    the  President    or  cashier? 

A.  It  was  one  of  the  Directors ;  I  met  the  Board. 

Q.   You  met  the  Board  of  Directors  ?     A.  Yes,  sir. 

Q.  Was  the  cashier  present  ?  A.  The  cashier  was  not 
present. 

Q.  Was  the  President  present?     A.  He  was  not  present. 

Q.  I  ask  you  what  bank  that  was  ? 

Mr.  Sterne — I  don't  think  that  is  a  fair  question. 

The  Chairman — He  can  answer  the  question. 
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A.  The  Importers  and  Traders  Bank. 

Q.  Was  there  any  other  bank  that  answered  your  application 
that  way  ?    A.  No,  sir. 

Q.  Now,  according  to  your  best  recollection,  give  me  the 
date  when  you  made  that  application  for  a  loan  and  was  re- 
fused on  that  ground  ?  A.  It  was  about,  I  think,  the  10th  of 
May,  1878 ;  it  was  very  near  the  date  of  that  letter. 

By  Mr.  Blanchakd  : 

Q.  During  the  entire  time  that  you  were  connected  with 
the  Erie  Boad  as  Assistant  to  the  Eeceiver  and  as  Treasurer,  I 
was  in  charge  of  its  traffic  relations,  was  I  not  ?     A.  Yes,  sir. 

Q.  During  the  entire  connection  that  you  had  with  that 
company,  did  you  ever  make  a  suggestion  to  me  as  to  the 
means  of  developing  the  traffic  of  the  road?  A.  No,  sir,  I 
don't  think  I  did  ;  I  don't  remember;  we  may  have  had  some 
conversations,  but  I  don't  remember  any. 

Mr.  Shipman — I  will  read  the  letter  marked  Exhibit  No.  1, 
July  12th,  1879. 

"  New  York,  May  11th,  1878, 

"  Erie  Railway  Company,  j 

"  Office  of  Assistant  to  the  Receiver,    > 

"  Department  of  Einances  and  Accounts,  j 

"  Hon.  H.  J.  Jewett,  Receiver  : 

"  Dear  Sir, — According  to  appointment,  I  this  morning 
"  waited  on  the  banks  who  were  considering  my  application  in 
"  your  behalf  for  a  loan  of  $300,000,  and  exhibited  to  them 
"  your  letter  of  this  date ;  the  application  was  denied  on  the 
"  following  grounds  : 

"  1st.  Because  I  have  no  definite  appointment  from  you  to 
"  manage  the  business  matters  pertaining  to  the  closing  up  of 
"  the  Receivership  subsequent  to  the  date  when  the  manage- 
"  ment  of  the  property  was  passed  into  the  hands  of  the  new 
"  Company. 

"  2d.  Because  I  am  not  the  Treasurer  of  the  new  corpora- 
"  tion ;  I  have  tried  other  places  and  I  have  encountered  simi- 
"  lar  objections ;  I  am  further  surprised  to  learn  on  the  street 
"  that  several  brokers  have  been  trying  ineffectually  to  place  a 
"loan  or  loans  for  Erie;  I  don't  know  who  employed  those 
"  brokers,  but  I  consider  this  mode  of  raising  money  as  objec- 
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"  tionable  at  all  times,  and  it  is  exceedingly  unfortunate  in  the 
"  present  state  of  affairs  to  have  our  necessities  become  so 
"  generally  known  ;  in  this  way  our  credit  is  seriously  darn- 
"  aged,  if  not  entirely  destroyed  ;  single  handed  and  connected 
"  management  are  essential  to  success  in  financial  matters." 

The  Witness — "What  is  this  letter  that  is  referred  to  here  : 
"  And  I  exhibited  to  them  your  letter  of  this  date  ?"  What  is 
the  letter  of  that  date  ? 

Mr.  Shipman — I  don't  know  ;  you  probably  know  ;  that  is, 
you  ought  to  know. 

The  Witness — It  was  this,  if  you  will  allow  me  to  state  it ; 
I  had  made  a  verbal  application  to  two  or  three  banks  and 
bankers,  two  I  think,  as  I  remember,  for  loans 

Mr.  Shipman — I  read  you  the  letter  of  Mr.  Jewett  addressed 
to  you  in  reply  to  that  one,  dated  May  11th,  1878. 

"  W.  P.  Shearman,  Assistant, 
"  Present  : 
"  Dear  Sir, — Referring  to  our  coversation  of  yesterday  in 
"  relation  to  the  business  of  the  Receivership,  I  have  to  re- 
"  mark  that  I  do  not  contemplate  any  change  in  the  organiza- 
"  tion  which  has  conducted  the  accounting  and  financial 
"  department  of  the  service,  until  the  entire  buisiness  of  the 
"  Receiver  is  substantially  closed  up. 

"  Respectfully, 

"  H.  J.  Jewett." 

A.  That  is  the  letter  referred  to  in  my  letter. 

By  Mr.  Baker  : 

Q.  That  is  the  letter  you  exhibited  to  the  bank,  is  it  ?  A. 
That  is  the  letter  that  I  exhibited  to  the  bank ;  application 
was  made  verbally ;  the  banks  or  bankers  to  whom  I  made 
the  application  stated  this  :  "  We  notice  by  the  papers  that  a 
Treasurer  has  been  elected  for  the  new  company,  and  we  are 
surprised  that  you  are  not  the  Treasurer;"  they  ashed  an 
explanation  of  it ;  I  gave  the  best  I  could  ;  it  was,  that  I  had 
not  been  selected  as  Treasurer  of  that  company,  but  I  still 
remained  as  Assistant  to  the  Receiver ;  that  I  had  authority  to 
borrow  money  for  the  Receiver  ;  that  I  came  by  the  Receiver's 
request,  and  that  I  supposed  I  should  remain  in  charge  until 
110 
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the  Receiver's  business  was  practically  closed  up ;  these 
gentlemen  said,  "  We  have  always  dealt  with  you  ;  you  have 
"  always  kept  your  engagements ;  we  have  perfect  confidence 
"  in  you,  and  we  believe  that  the  security  you  offer  is  good — 
"  the  Receiver's  certificate  ;  you  have  told  us  that  it  is  practi- 
"  cally,  if  not  legally,  a  first  lien  upon  the  road ;  there  is  a  great 
"  deal  of  litigation  going  on  and  we  don't  know  where  this 
"  thing  may  land ;  if  you  are  there  we  feel  perfectly  content  to 
"  loan  the  money  ;"  I  said  to  these  gentlemen,  "  I  will  so  re- 
port to  the  Receiver,"  and  I  did  so  report,  and  then  it  was, 
that  he  wrote  that  letter  stating  that  he  did  not  intend  any 
change  in  the  organization  of  the  financial  department,  and  so 
on ;  on  that  letter  one  of  the  parties  loaned  §100,000  upon 
Receiver's  certificates  ;  the  other  party  raised  this  objection, 
that  it  was  rather  vague ;  they  didn't  know  the  organization 
and  so  on ;  if  they  had  positive  assurance,  why  they  might 
loan  the  money ;  that  is  substantially  the  history  of  that 
transaction ;  I  did  my  very  best  to  borrow  that  money ;  I 
acted  in  perfect  good  faith ;  there  was  an  inclination  to  throw 
mud  and  misrepresent  this  thing,  and  I  was  tired  of  the  ser- 
vice, and  I  left  it. 

By  Mr.  Shipjeax  : 

Q.  In  reply  to  your  letter,  stating  that  the  banks  would  not 
loan,  I  read  you  Mr.  Jewett's  letter  to  you,  dated  May  13th, 

1878 : 

"  May  IB,  1878. 
"  Mr.  W.  P.  Sheakjian, 

"  Assistant,  Present : 

:'  Dear  Sir, — I  am  in  receipt  of  your  valued  favor  of  the  11th 
"  inst.  Will  you  be  pleased  to  designate  the  banks  which  have 
"  declined  your  application  upon  the  grounds  stated,  also  the 
"  names  of  the  brokers  who  have  been  trying  to  place  loans 
"  upon  the  market  for  Erie."  Now,  you  say,  in  answer  to  that, 
yon  went  to  Mr.  Jewett,  and  communicated  to  him  verbally  ? 
A.  I  did. 

Q.  And  you  told  him  of  one  bank  ?  A.  Tes,  sir  ;  and  of  the 
broker. 

Q.  Which  is  the  one  bank,  and  what  broker  is  that  which  you 
communicated  to  him  ?    A.  I  don't  remember  who  it  was  ;  it 
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was  some  one  in  the  street ;  he  mentioned  to  me  the  name  of 
a  Mr.  Arnott,  of  Elmira,  who  had  been  trying  to  get  money 
for  Erie;  I  remember  that  name,  but  the  broker  that  spoke 
to  me  I  don't  remember. 

Mr.  Shipman — I  now  read  Mr.  Shearman's  letter  of  resigna- 
tion ;  you  can  read  it  better  than  I  can. 

(Witness  reads  letter,  marked  for  identification,  Exhibit 
No.  2,  July  12,  1879.) 

"  Erie  Eailwat  Company's  Office,  ) 

"  Assistant  to  the  Receiver.  v 

"  New  York,  May  15th,  1878. j 
"  In  reply. 

"  Hugh  J.  Jewett, 

"  Receiver  : 
"  My  Dear  Sir, — I  herewith  tender  my  resignation  of  the 
"  office  of  assistant  to  the  Receiver,  which  you  gave  into  my 
"  hands  on  the  26th  of  April,  1876,  to  take  effect  from  and 
"  after  June  1st,  1878,  the  day  on  which  it  is  contemplated  to 
"  transfer  the  property  to  the  New  York,  Lake  Erie  &  "Western 
"  Railroad  Company.  I  thank  you  for  the  confidence  you 
"  have  extended  to  me  in  the  administration  of  the  finances  in 
"  the  Receivership,  and  beg  to  express  a  hope  that  the  duties 
"  thereof  have  been  discharged  to  your  satisfaction. 
"  Very  truly  yours, 

"  W.  P.  Shearman." 

Mr  Shipman — I  now  offer  in  evidence  Mr.  Jewett's  reply  to 
the  last  letter  the  witness  has  just  read. 

Mr-  Sterne — I  object  to  the  reading  of  these  letters  as  irrel- 
evant. 

The  Chairman — What  is  your  proposition,  Mr.  Shipman  ? 

Mr.  Shipman — My  proposition  is  to  show  under  what  cir- 
cumstances this  man  left  the  employ  of  the  Erie  Railway  Com- 
pany, and  for  what  reasons. 

The  Chairman — I  do  not  think,  so  far  as  this  Committee  is 
concerned,  that  it  is  of  any  importance,  but,  under  the  circum- 
stances, if  you  desire  to  put  the  letter  in,  we  will  receive  it. 

Mr.  Shipman  read  the  letter  from  Mr.  Jewett  to  the  witness, 
dated  May  31,  1878,  from  letter  book. 
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The  Chaieman — There  can  be  no  propriety  in  putting  it 
all  in  evidence.  There  is  no  object  in  our  imposing  upon  the 
Legislature  that  letter.  You  can  prepare  a  brief  summary 
of  it  and  let  it  be  entered  upon  the  record.  You  have  bad 
all  the  advantages  of  having  read  it  before  the  Committee.  I 
think  we  will  stop  that  right  here. 

(Summary  of  the  letter  of  H.  J.  Jewett,  Eeceiver  of  the  Erie 
Railway  Company,  to  W.  P.  Shearman,  late  Assistant  to  the 
Eeceiver,  dated  May  31,  1878,  prepared  by  direction  of  the 
Hon.  A.  P.  Hepburn,  Chairman  of  the  Legislative  Committee.) 

The  letter  in  substance  says  : 

I  have  your  letter  of  May  15th,  1878,  resigning  your  post  as 
Assistant  to  the  Eeceiver. 

So  far  as  your  administration  of  the  finances  of  the  Receiver- 
ship is  concerned,  I  am  satisfied. 

Before  tendering  your  resignation  you  expressed  a  desire  to 
continue  your  connection  with  the  company  by  being  placed 
in  charge  of  some  of  the  outside  organizations.  I  remarked 
that  you  could  be  of  service  in  that  direction,  but  that  I  would 
talk  with  you  fully  at  some  future  time  on  the  subject. 

I  now  put  the  matter  in  writing. 

I  am  now  satisfied  that  your  resignation  of  assistant  to  the 
Eeceiver  should  include  every  other  post  in  any  way  con- 
nected with  the  Eeceivership  or  with  the  property  of  the  future 
company. 

You  have  failed  to  render  me  that  support  in  the  manage- 
ment of  the  Eeceivership  and  of  the  affairs  of  the  company 
which  I  had  a  right  to  expect,  and  which  it  was  your  duty  to 
give.  On  the  contrary,  you  elected  to  assume  an  attitude  of 
apparent  indifference. 

When  you  were  appointed  my  assistant  (April,  1876)  Col. 
Balch  had  been  ten  months  at  work  on  the  inventory.  Its 
completion  was  delayed.  You  knew  my  anxiety.  Balch  was 
pressed  to  complete  it.     I  was  ignorant  of  his  schemes. 

It  is  now  shown  that  he  had  ulterior  purposes  from  the  be- 
ginning. As  early  as  May  3,  1876,  he  was  writing  letters  to 
outsiders,  abusing  nearly  all  the  officers  of  the  company.  He 
determined  to  be  "  let  alone  "  in  making  the  inventory.  In 
June,  1876,  he  writes  to  the  same  party,  the  same  thing,  and 
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adds :  "  I  have  Shearman's  confidence,  and  he  will  see  me 
"  through  this  thing,  but  Bowen  (General  Superintendent)  and 
"  Chanute  (Chief  Engineer)  are  first  class  frauds." 

In  October  of  the  same  year,  Balch  tried  to  enlist  Moore, 
the  accountant  of  the  English  Trustees,  in  his  schemes.  You 
were  present  at  his  interviews  with  me,  heard  his  expressions 
of  regret,  and  his  resignation.  You  knew  why  I  retained  him, 
and  mj  motives  in  doing  so.  You  might  have  been  on  your 
guard  in  the  future,  if  you  had  not  known  his  motives  before 
and  not  have  permitted  your  name  to  be  used  by  him  to  em- 
barrass and  reflect  on  the  service  in  which  you  were  both 
engaged. 

But,  thus  supported,  Balch  continued  his  hostility,  became 
allied  with  the  McHenry  conspiracy,  and  after  Balch's  request 
subsequent  to  the  completion  of  the  inventory,  for  passes  for 
one  in  the  service  of  the  McHenry  faction  to  New  York  and 
return  "for  consultation  on  matters  pertaining  to  the  inven- 
tory" had  been  refused  by  the  General  Superintendent,  Balch 
obtained  from  you  passes  for  the  same  party,  concealing  the 
name  under  the  form  "pass  one  on  account  of  B.,  <fec." 
This  was  done  more  than  once.  The  sole  business  of  that 
"one"  was  .to  make  an  affidavit  to  aid  in  overthrowing  the 
management  of  the  company. 

Shortly  after  your  appointment  as  assistant  to  me,  you  were 
directed  to  see  that  Balch  completed  the  inventory  as  early  as 
possible.  But  it  now  appears  that  Balch  was  getting  up  a 
book  for  general  use  in  making  railroad  inventories,  at  the  ex- 
pense of  this  company,  dedicated  to  you  in  terms  flattering  to 
yourself  but  disparaging  to  the  other  officers  of  the  company. 
It  appears  now  that,  instead  of  aiding  me,  you  aided  Balch  in 
his  schemes  and  were  cognizant  of  his  reviling  the  other  of- 
ficers of  the  company. 

Early  in  1877  one  Harley  presented  a  claim  against  the  com- 
pany. I  think  you  concurred  with  me  in  rejecting  the  claim. 
Harley  and  his  counsel  immediately  went  to  London,  saw  Mc- 
Henry, and,  as  I  am  informed,  made  a  contract  with  him  by 
which  he  was  to  work  for  displacing  me  from  the  Receivership, 
you  to  be  protected  in  your  connections  with  the  company 
and  Harley  to  have  his  claim  paid. 

On  the  return  of  Harley  and  his  counsel  you  were  invited  to 
a  conference  with  Sickles  and  Burnett  at  which  you  were  ad- 
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would  be  protected  in  your  relations  to  the  company. 

Soon  after  this,  suits  were  commenced  against  the  company. 
Attacks  were  made  on  me  by  the  McHenry  faction  through  the 
press,  coupled  in  many  instances  with  complimentary  refer- 
ences to  you.  Your  name  and  position  were  thus  made  to 
sanction  these  attacks  on  me. 

When  I  called  your  attention  to  them,  you  replied  that  you 
had  nothing  to  do  with  the  matter,  and  could  not  prevent  them, 
"  that  in  this  controversy  you  had  determined  to  occupy  aneu- 
"  tral  position." 

Thus,  with  no  assistance  from  you,  I  had  .to  meet  and  en- 
dure most  unscrupulous  charges  made  against  every  feature  of 
the  management  of  the  company ;  even  to  the  extent  of  a 
criminal  prosecution  against  me,  for  the  purpose  (as  stated  in 
London)  of  obtaining  evidence  from  some  of  the  "  principal '' 
officers  of  the  company,  to  be  used  in  the  civil  suits. 

Who  these  "  principal "  officers  were  was  not  clear,  until 
you  and  Balch  were  summoned  to  appear  before  the  grand 
jury.  Your  silence  under  the  attacks  made  by  the  press  on 
me,  shows  what  assurances  had  been  given,  and  justifies  the 
conclusion  that  you  sympathized  with  and  approved  these 
charges  made  against  me. 

You  told  me  that  you  assumed  a  "  neutral  position  "  to  pro- 
tect me !  Had  you,  as  my  assistant,  actively  aided  me  in  re- 
pelling these  wicked  and  unjustifiable  assaults,  your  "  protec- 
tion "  would  have  been  more  potent. 

I  notice  that  all  whom  I  had  discharged  or  offended  in  pro- 
tecting the  company  against  their  claims,  became  your  confi- 
dants and  assumed  that  you  approved  of  their  assaults  on  me. 
Bowman  is  an  example.  You  knew  the  history  of  his  dis- 
charge. When  the  McHenry  assaults  commenced,  he  had 
frequent  conferences  with  you.  He  frequently  vibrated'  be- 
tween you  and  the  offices  of  McHenry's  counsel. 

I  herewith  hand  you  an  article  from  the  Scranton  Hepublican, 
complimentary  to  you,  but  a  tissue  of  falsehoods  about  me 
and  the  management  of  the  company.  This  article  was  written 
by  one  Longchamp,  employed  under  your  direction  in  the 
service  of  the  company.  Soon  after,  he  was  brought  inlo  your 
office,  employed  at  the  highest  rate  of  salary,  apparently  with- 
out any  fixed  duties  to  perform.     With  a  view  to  provide  him 
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employment,  it  appears  that  Balcli  suggested  to  you,  by  letter 
of  January  2d,  1878,  that  he  be  set  to  work  to  prepare  a 
"  Monograph  on  the  laws  of  foreign  countries  and  the  United 
States,  in  their  relation  to  the  reorganization  of  foreign  and 
American  railroads,  &c,"  for  what  purpose  I  cannot  conceive, 
unless  to  have  another  book  published  at  the  expense  of  the 
company,  but  for  private  benefit. 

The  necessity  of  penning  this  communication  gives  me 
great  pain.  But,  I  owe  it  to  those  whose  interests  I  repre- 
sent, to  accept  your  resignation,  and  ask  that  it  include  all 
the  positions  you  hold.  I  feel  compelled,  therefore,  to  assign 
some  of  the  reasons  therefor. 

As  your  post  is  not  to  be  filled,  your  clerks  will  be  no  longer 
wanted,  but  will  be  paid  off.  After  putting  away  the  books 
and  papers  of  your  office,  be  pleased  to  send  the  key  of  your 
room  to  me. 

Very  respectfully, 

(Sigd.j     H.  J.  Jewett, 

Receiver. 

Mr.  Stekne — The  letter  itself  is  ruled  out. 

The  Chairman — The  letter,  as  a  whole,  we  strike  out. 

By  Mr.  Stekne  : 

Q.  Let  me  draw  your  attention  to  the  Second  Consolidated 
Mortgage  statement  at  the  foot  of  page  4  of  the  Annual  Be- 
port  of  the  Erie  Bailway  Company  for  the  year  ending 
September  30th,  1877;  the  $600,000  of  Second  Mortgage  Bonds 
to  which  you  have  testified,  are  not  included  in  the  statement 
of  $14,400,000  ?  A.  No,  sir  ;  Second  Cousoligated  Mortgage 
Bonds  are  stated  here  as  $14,400,000 ;  the  amount  of  the 
bonds  printed  are  $15,000,000. 

Q.  The  difference  between  that  statement  and  the  $15,000,- 
000  is  the  sum  of  $600,000,  which  remains  in  the  hands  of  the 
Treasurer  ?     A.  Yes,  sir. 

Q.  Those  bonds,  you  say,  were  used  from  time  to  time  for 
the  purpose  of  obtaining  loans  ?  A.  I  have  not  said  so ;  the 
bonds  were  used  as  collaterals;  these  particular  bonds  that 
you  speak  of,  the  Second  Consolidated,  had  been  used  as  col- 
lateral, or  a  portion  of  them,  for  security  for  moneys  borrowed. 
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Q.  Were  the  coupons  paid  upon  those  bonds  when  they 
were  so  used?  A.  I  am  not  clear  as  to  that ;  my  impression  is 
not,  but  I  cannot  swear  positively ;  the  records  of  the  company 
will  show  that. 

Q.  For  instance,  if  those  bonds  were  pledged  with  a  bank 
or  bankers  for  a  loan,  and  a  coupon  became  due  upon  such 
bonds,  would  not  that  coupon  be  paid?  A.  No,  the  coupon 
would  be  canceled ;  the  bond  belonging  to  the  company,  the 
coupon  would  be  cut  off,  canceled,  and  filed  away ;  that  is  the 
ordinary  course  of  business  in  reference  to  bonds  that  have  not 
been  sold. 

Q.  Then  these  bonds  that  were  thus  used  for  collateral  were 
not  reported  to  the  State  Engineer  as  part  of  its  debt  ?  A. 
They  don't  appear  in  that  statement  as  part  of  the  debt. 

Q.  That  was  in  addition  to  the  debt  ?     A.  Yes,  sir. 

By  Mr.  Shipman  : 

Q.  You  stated  that  you  had  conversation  with  Mr.  Jewett 
several  times  about  the  local  and  through  traffic,  and  expressed 
yourself  very  much  in  favor  of  the  local  traffic,  as  compared 
with  the  through  traffic  ?     A.  Yes,  sir. 

Q.  You  had  a  conversation  also  with  him  about  special  and 
uniform  rates,  about  discriminating  rates  and  special  rates  ;  do 
you  recollect  when  any  of  those  conversations  took  place  ?  A. 
No,  sir  ;  I  can't  give  you  the  time  exact]}'. 

Q.  Well,  the  year  ?     A.  1877,  1878. 

By  Mr.  Stekne  : 

Q.  You  made  a  reply  to  that  long  letter  which  has  been 
read  here,  addressed  by  Mr.  Jewett  to  you  ?     A.  Yes,  sir. 

Q.  In  which  you  denied  the  various  insinuations  and  allega- 
tions contained  therein  ?     A.  Yes,  sir. 

Mr.  Duguid,  chairman  of  the  sub-committee  made  a  report 
which  was  received  in  evidence,  and  marked  Exhibit  No.  3, 
July  12,  1879,  which  is  the  report  of  an  abstract  of  the  examin- 
ation of  the  Central's  books. 
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Alexanxfer  Robertson,  being  duly  sworn,  testifies  : 

By  Mr.  Stebne  : 

Q.  Mr.  Eobertson,  what  is  your  occupation  ?  A.  I  am  an 
accountant,  sir. 

Q.  How  long  have  you  followed  that  occupation  ?  A.  About 
twenty-five  years,  sir. 

Q.  Are  you  the  author  of  an  article  in  the  North  American 
Review  for  February,  1879  on  "The  Mysteries  of  American 
Railway  Accounting  ?"     A.  I  am,  sir. 

Q.  Were  you  ever  employed  to  examine  Erie  Railway  ac- 
counts ?     A.  I  was,  sir. 

Q.  When  ?     A.  In  the  month  of  December,  1877. 

Q.  Who  employed  you  ?     A.  Mr.  Thomas  P.  Fowler. 

Q.  Of  the  firm  of  Dunning,  Edsall  &  Fowler  ?     A.  Yes,  sir. 

Q.  What  part  did  you  take  in  that  examination  ?  A.  I  ex- 
amined first  the  book  of  minutes  of  the  company  ;  and  after- 
wards verified  some  examinations  made  by  another  accountant 
who  was  employed  at  the  same  time  with  me — a  Mr.  Barrett 
— and  examined  the  reports  made  by  the  Receiver  to  the  court, 
which  were  filed  in  the  County  Clerk's  office. 

Q.  How  long  were  you  occupied  in  that  ?  A.  One  fort- 
night. 

Q.  In  the  course  of  that  examination  did  you  arrive  at  any 
conclusion  from  the  facts  as  they  were  presented  to  you  which 
can  enable  you  to  state  to  the  Committee  as  to  whether  or  not, 
according  to  your  opinion  as  an  accountant,  the  accounts  of  the 
Erie  books  were  properly  kept  ?     A.  I  did,  sir. 

Q.  What  was  that  conclusion  ?  A.  There  are  entries  in  the 
books  that  I  believe  to  be  improper  and  wrong. 

Q.  Now  what  are  they  ?   A.  They  relate  to  the  question — <— 

Mr.  Shipman — I  want  to  simply  offer  a  formal  objection.  I 
do  not  understand  that  this  Committee  was  appointed  for  the 
purpose  of  going  into  the  bookkeeping  of  the  Erie  Railway 
Company. 

The  Chairman — The  form  of  reports  of  railroad  companies 
to  the  State  in  connection  with  their  system   of  bookkeeping  is 
one  of  the  subjects  which  were  specially  discussed  in  connec- 
tion with  the  appointment  of  this  Committee. 
Ill 
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Mr.  Shipman — I  withdraw  my  objection  and  leave  it  solely 
to  the  Committee. 

Q.  You  have  answered  that  it  was,  according  to  your  opin- 
ion as  an  accountant,  an  improper  account ;  now  in  what  par- 
ticulars ?     A.  In  relation  to  the  entries  of  defaulted  interest. 

Q.  Now  can  you  state  from  memory,  or  do  you  want  to  re- 
fresh your  memory  by  the  actual  accounts,  in  what  particular 
they  were  wrong  ?  A.  I  can  answer  from  memory,  I  think ; 
there  was  about  $8,000,000  of  interest  charged  up  and  credited 
on  the  Receiver's  books  to  tLe  credit  of  profit  and  loss,  which 
was  an  entirely  improper  entry. 

Q.  Explain  to  the  Committee,  please,  why  that  was  an  im- 
proper entry  ?  A.  Well,  that  entry  was  made  upon  the  Re- 
ceiver's books,  and  it  had  the  effect  of  producing  upon  the 
Receiver's  ledger  a  credit  balance  to  profit  and  loss  to  the 
amount  of,  I  think,  some  $0,1)00,000,  when  the  actual  deficit 
for  the  twenty-eight  months  of  the  Receiver's  administration, 
ending  on  the  1st  of  October,  1877,  was  between  two  and  three 
millions  of  dollars  ;  it  had  the  effect  of  making  the  books  show 
a  wrong  state  of  facts. 

Q.  The  books  show  a  state  of  facts  as  if  the  Receiver  had 
actually  paid  the  money,  when,  in  point  of  fact,  he  had  not 
paid  it  at  all ;  is  that  it  ?  A.  Well,  that  is  one  construction 
of  it,  sir  ;  that  is  in  that  set  of  books ;  now,  there  was  another 
set  of  books  at  the  same  time — the  old  Erie  books  proper — 
and  the  entries  that  I  speak  of  caused  a  debit  balance  to  the 
Erie  Railroad  on  the  Receiver's  books,  I  think,  of  about 
$4,000,000;  I  have  a  memorandum  of  ithere  (referring  to  a  paper); 
on  the  ledger  of  the  Receiver,  it  appears,  from  this  trial 
balance,  that  the  Erie  Railway  owed  him,  on  the  30th  of  Sep- 
tember, 1877,  $4,586,124.43,  and  the  same  amount  on  the  Erie 
Railway  ledger — this  is  the  Receiver's  ledger — but  on  the 
ledger  of  the  Erie  Railway  proper,  the  old  books,  there  ap- 
pears to  be  the  same  amount  acknowledged  by  that  company 
to  be  due  to  the  Receiver  ;  I  believe  that  those  accounts  are 
altogether  wrong,  and  that  they  were  produced  by  the  im- 
proper entry  of  charging  up  the  interest,  and  crediting  it  to 
profit  and  loss  on  the  Receiver's  ledger. 

Q.  "Will  you  explain  why  this  question  of  interest  should 
have  no  place  on  his  books— interest  that  he  did  not  pay  ?  A. 
The  greater  portion  should  have  no  place  on  the  Receiver's 


977 

books,  because  the  company  was  unable  to  pay  it— that  was 
the  ostensible  reason — unable  to  pay  its  interest ;  but  that 
matter  was  complicated  by  his  being  obliged  to  pay,  under 
the  order  of  the  court,  the  interest  upon  certain  securities,  but 
not  upon  the  whole  of  them. 

Q.  The  first  five  mortgages.     A.  Yes. 

Q.  And  yet  it  appeared  upon  the  books  as  though  he 
had  paid  the  interest  upon  the  whole  ;  I  find  here  on  page 
17  (referring  to  the  annual  report  of  the  State  Engineer, 
for  1877)  payments  other  than  for  construction  set 
down,  three  million  and  odd  dollars ;  were  those  payments 
made  ?     A.  No,  sir ;  they  were  not. 

Q.  Some  portion  of  them  were,  were  they  not  ?  A.  Yes  ;  I 
found  in  the  examining  of  the  Receiver's  reports  to  the 
court,  filed  in  the  County  Clerk's  office — I  found  there  that  he 
had  reported  as  having  paid  that  year  about  a  million  and  a 
half  and  a  little  over — a  million  five  hundred  and  seventy-seven 
thousand  dollars  and  some  hundreds,  as  I  remember. 

Q.  You  will  find  there  an  item  of  premium  on  gold  on  the 
same  page  ;  was  that  expense  incurred  and  payment  made  ?  A. 
I  could  not  answer  that  question,  sir,  because  I  haven't  ex- 
amined all  the  entries  in  the  books. 

Mr.  Sterne  (To  Mr.  Little) — Mr.  Little,  you  know ;  I  will 
take  your  statement  of  it,  $32,579 — Whether  that  payment  was 
made — that  expense  actually  incurred  for  that  year  ? 

Mr.  Little — Yes,  sir. 

Mr.  Sterne — You  bought  gold  and  paid  that  premium  ? 

Mr.  Little — Yes,  sir. 

Q.  How,  in  point  of  fact,  should  the  account  be  stated  ?  A. 
Whatever  interest  was  paid  in  cash  it  was  proper  to  charge  up, 
of  course,  to  credit  cash  account ;  there  is  another  feature  in 
railway  bookkeeping  ;  it  becomes  necessary  for  them  in  closing 
up  their  books  at  the  end  of  the  year,  to  show  what  amount 
there  was  of  accrued  interest,  or  in  this  case,  what  amount  of 
defaulted  interest  is  due,  and  then  it  was  proper  on  the  books 
of  the  Erie  company  to  open  coupon  accounts,  and  credit  those 
coupon  accounts  with  whatever  amount  of  interest  was  either 
in  default  or  accrued  ;  that  has'  been  done ;  but  in  addition  to 
that  there  has  been  charged  up  and  credited  to  profit  and  loss 
an  item  of  over  $8,000,000. 
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Q.  Improperly?  A.  Improperly  entirely ;'that  is,  in  my 
judgment. 

Q.  That  is  to  say,  on  the  credit  side  of  the  account  $4,586,124 
appeared,  which  should  go  to  the  debit  side  of  the  account  ?  A. 
No,  sir. 

Q.  Or  which  should  appear  in  no  account  at  all — is  that  it  ? 
A.  The  fact  as  I  understand  it  to  be  was,  that  instead  of  Mr. 
Jewett,  the  Receiver,  being  in  advance  for  the  Erie  Railway 
Company,  he  was  indebted  to  it. 

Q.  How  much  did  he  appear  to  be  in  advance  according  to 
the  books  ?     A.  The  amount  that  I  gave  you. 

Q.  $4,586,000— is  that  it?    A.  $4,586,124.43. 

Q.  How  much  was  he  in  point  of  fact  in  accordance  with  the 
correct  system  of  bookkeeping,  indebted?  A.  He  would  be 
indebted  for  the  difference  between  that  and  the  amount  of  the 
properly  credited  interest,  which  was  over  $8,000,000  ;  so  he 
would  be  indebted   probably  between  three  and  four  millions. 

Q.  Would  not  the  cash  balance  be  affected  by  charges  or 
entries  you  mention  ?  A.  No,  sir ;  because  the  amount  of 
interest  was  carried  to  the  credit  of  profit  and  loss — these 
$8,000,000. 

Q.  It  didn't  go  through  the  intermediation  of  the  cash 
balance  ?  A.  It  could  not,  because  the  cash  was  not  paid ;  it 
was  a  matter   of  impossibility. 

Q.  You  say  it  was  carried  to  the  credit  of  profit  and  loss  ac- 
count; now,  how  did  that,  in  point  of  fact,  place  the  profit  and 
loss  account  as  to  its  truthfulness  ?  A.  Well,  sir,  the  profit 
and  loss  account  proper,  besides  a  special  item  of  $500,000  that 
consisted  of  United  States  express  stock  that  the  Erie  Railway 
Company  owned  at  that  time,  and  wh  ch  appeared  to  the  credit 
of  profit  and  loss — but  the  profit  and  loss  account  proper  on  the 
Receiver's  trial  balance  on  the  30th  of  September,  1877,  showed 
a  balance  to  its  credit  of  $6,368,012.47,  which  meant  that  the 
company  had  gained  that  amount  in  28  months  under  the 
Receiver's  administration ;  that  is  the  interpretation  of  that 
balance;  the  truth  of  the  case  was  that  the  company  had  lost 
about  two  millions  and  a  half  during  that  time. 

Q.  How  did  you  arrive  at  that  truth.  A.  Well,  sir,  in 
several  ways  ;  I  have  seen  the  reports  of  the  company,  which 

show 

Q.  I  hand  you  the  reports  now  for  1876  and  1877?     A.  I  do 
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not  refer  to  those  reports  ;  I  have  the  reports  here  that  I  refer 
to. 

Q.  Then  I  wish  you  would  refer  to  those. 

[RECESS.] 


Afternoon  Session. 

Q.  Let  me  show  you  this  answer  of  yours  (handing  witness 
paper) ;  now,  what  is  the  difference  or  variation  between  the 
ledger  for  those  two  years  and  the  reports  to  the  State  Engineer 
in  figures  ?  A.  I  don't  understand  particularly  to  what  you 
are  now  referring  ;  is  it  simply  to  the  matter  of  interest  or  to 
the  report  in  full  ? 

Q.  I  am  speaking  now  of  what  was  improperly  placed  to 
profit  and  loss  account  according'to  your  views  as  an  account- 
ant? A.  The  amount  of  interest  improperly  credited  to  profit 
and  loss  on  the  Receiver's  ledger  was  18,874,281.19. 

Q.  Have  you  examined  the  reports  to  the  State  Engineer 
made  by  the  Erie  Railway  Company  between  the  years  1872 
and  1878  inclusive  ?     A.  I  have. 

Q.  Do  these  reports  contain  any  correct  information  as  to 
the  financial  condition  of  that  corporation  during  the  years  of 
the  Receivership  ?  A.  The  Receivership  began,  sir,  on  the 
26th  of  May,  1875  ;  after  that  period  I  think  the  reports  are 
erroneous  in  many  particulars,  not  only  in  interest  but  in  re- 
lation to  the  amounts  reported  of  the  funded  debt  and  floating 
debt. 

Q.  Now  state  the  particulars,  please,  in  which  the  reports  are 
misleading  and  erroneous,  and  why  they  are  so ;  if  you  haven't  the 
data  before  you  I  will  furnish  it  to  you  from  the  books  on  this 
table?  A.  In  the  examination  that  I  made  in  December,  1877,  my 
attention  was  directed  particularly  to  the  reports  of  the  company 
to  the  State  Engineer,  for  the  year  ending  the  30th  of  September, 
1877 ;  in  that'  year  the  report  to  the  State  Engineer  states 
that  there  was  paid  for  interest  of  all  kinds  $4,469,471.01; 
the  report  to  the  court  states  that  in  that  year  there  was  paid 
$1,557,451.98  ;  in  that  same  report,  the  funded  debt  as  exist- 
ing on  the  30th  of  September,  1877,  was  reported  at  $54,271,814, 


Omitting  altogether  the  accrued  and  defaulted  interest  which 
formed  an  integral  portion  of  the  funded  debt ;  in  the  same 
report  the  floating  debt  was  reported  at  $1,887,216.11,  and  ex- 
plained as  consisting  of  loans  and  bills  payable  ;  I  believe  the 
floating  debt  at  that  time  was  very  much  greater,  and  under 
my  view,  that  a  floating  debt  consists,  under  the  provisions,  of 
the  law  relating  to  railroads,  of  everything  that  is  not 
funded 

Mr.  Shipman — I  notice  that  he  says  he  believes  that  the  float- 
ing debt  at  that  time  was  greater. 

The  Witness — I  know  it  to  be  so,  sir. 

Mr.  Shipman — I  only  want  the  witness  to  be  confined  to 
facts.  The  witness  has  been  in  the  service  of  one  of  these 
parties  who  is  conducting  these  series  of  suits. 

The  Witness — I  merely  wish  to  say,  in  explanation  of  that 
last  remark,  that  I  have  not  been  in  the  service  of  any  person 
conducting  this  suit ;  you  are  mistaken. 

By  Mr.  Shipman  : 

Q.  Who  employed  you  to  go  down  there  ?  A.  Mr.  Thomas 
P.  Fowler  ;  I  wanted  to  say,  sir,  that  under  my  view  of  what  a 
floating  debt  consists  of  as  specified  by  law,  it  would  be  every- 
thing that  was  not  funded  debt,  and  the  ledger  of  the  com- 
pany on  the  30th  of  September,  1877,  under  that  view  would  show 
the  floating  debt  to  be  $4,861,533,86,  as  against  $1,887,216.11, 
reported  to  the  State  Engineer ;  so  far  as  the  floating  and 
funded  debt ;  now,  there  is  another  provision  of  law  requiring 
the  total  amounts. 

By  the  Chairman  : 

Q.  Is  there  a  discrepancy  between  the  report  to  the  State 
Engineer  and  to  the  courts  as  to  the  amount  of  the  floating 
and  funded  debt  at  the  same  time?  A.  Yes,  sir  ;  because  ac- 
crued and  defaulted  interest  on  the  funded  debt  forms  a  part 
of  the  fundeddebt,  and  should  have  been  reported  by  the  com- 
pany in  addition  to  the  $54,000,000,  which  is  the  face  of  the 
bonds. 

Mr.  Stebne — You  do  not  understand  the  purport  of  the 
Chairman's  question  ;  his  question  was  not  as  to  the  funded 
debt,  but  as  to  the  floating  debt. 
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The  witness — He  asked  also  as  to  the  funded. 

Mr.  Steene— Then  explain  the  whole. 

The  witness — The  principal  of  the  funded  debt  on  the  30th 
of  September,  1877,  was  $54,271,814  ;  that  is  reported  as  being 
the  total  amount  of  the  funded  debt,  but  they  should  have 
added  to  that  the  amount  of  the  defaulted  and  accrued  inter- 
est up  to  that  period  ;  they  omitted  to  do  it,  and  the  floating 
debt  is  specified  here  as  consisting  of  the  loans  and  bills  pay- 
able ;  there  is  instead  of  $1,887,000  they  should  have  reported, 
$4,861,533.86. 

Q.  That  is  exclusive  of  defaulted  interest  which  you  consider 
part  of  the  funded  debt?  A.  Yes,  there  have  been  decisions 
to  that  effect. 

Q.  Independent  of  that,  you  regard  the  defaulted  interest  as 
part  of  the  funded  debt;  and  the  sums  that  you  have  named 
were  paid  in  addition  to  the  floating  debt,  which  was  reported 
to  the   State  Engineer  ?     A.  Yes,  sir. 

Q.  Now,  in  point  of  fact,  that  floating  debt  which  the  com- 
pany thus  failed  to  report,  and  that  part  of  the  funded  debt 
which  it  failed  to  report,  appear  in  another  shape  in  the  report 
to  the  State  Engineer,  so  that  considering  the  report  as  a 
whole  it  might  be  deemed  fairly  to  give  the  information?  A. 
No,  it  did  not ;  on  the  contrary  the  fact  of  the  interest  having 
been  reported  to  have  been  paid,  by  the  report  amounting 
altogether  to  $4,469,471.01,  taken  with  the  fact  that  it  was  omit- 
ted to  be  reported  as  a  part  of  the  funded  debt,  would  go  to 
show  in  two  forms,  that  the  interest  had  been  paid  ;  it  is  a  re- 
petition of  the  assertion,  I  suppose. 

Q.  So  that  was  a  still  farther  misleading  of  the  public  by 
the  report  ?     A.  I  believe  so. 

Q.  Were  you  in  point  of  fact  misled  by  these  reports  ?  A. 
I  was  entirely,  at  first ;  yes,  sir. 

Q.  You  believed  the  interest  to  have  been  paid  ?  A.  This 
report  was  put  into  my  hands  and  the  question  was  asked 
me 

Q.  As  an  accountant  ?  A.  Precisely — what  interest  had  been 
paid;  I  turned  to  the  report  and  said  at  once  that  that  amount 
of  interest  had  been  paid. 

Q.  Is  some  part  of  this  misleading  result  due  to  the  defect 
in  the  law,  as  you  conceive  it?    A.  It  is. 

Q.  In  what  respect  do  you  think  that  the  law  should  be 
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amended  for  the  purpose  of  providing  against  the  contingency 
of  having  railways  report  in  the  future  such  misleading  re- 
ports ?  A.  The  vital  defect  of  the  law,  sir,  in  my  opinion,  is 
in  not  requiring  what  is  called  a  balance  sheet  to  be  published 
— to  be  furnished  with  the  annual  report — and  this  balance 
sheet  should  not  consist  of  a  sheet  made  up  at  the  discretion 
of  the  accountants  of  the  company,  but  it  should  consist  of  a 
literal  transcript  of  what  is  technically  called  the  "  trial,  bal- 
ance "  which  is  taken  monthly  from  the  ledger  of  the  company, 
so  that  the  name  of  every  account  that  appears  on  the 
ledger,  of  any  given  fact,  should  appear  in  that  balance  sheet, 
so  called. 

Q.  When  you  made  the  examination  of  the  books,  did  you 
call  for  a  contract  with  the  United  States  Express  Company  ? 
"A.  I  did,  sir. 

Q.  Was  it  furnished  to  you  ?     A.  No,  sir. 

Q.  Were  other  contracts  furnished  to  you  that  you  called  for? 
A.  I  think  that  was  the  only  contract  that  I  called  for  ;  other 
papers  were  furnished  me. 

Q.  Why  did  you  call  for  that  ?  A.  I  wanted  to  see  in  what 
manner  the  $500,000  stock  of  the  United  States  Express  Com- 
pany came  into  the  possession  of  the  Eiie  Railway  Company 
— under  what  terms. 

Q.  Now,  Mr.  Robertson,  did  you  ascertain  at  that  time  how 
much  the  interest  was  that'  was  due  on  the  1st  of  June  and  1st 
of  July,  1875  ?     A.  I  did,  sir. 

Q.  And  how  much  was  that?     A.  $780,000. 

Q.  And  therefore,  if  $780,000  had  been  provided  on  the  1st 
of  June  and  1st  of  July,  there  would  have  been  no  occasion 
for  the  insolvency  of  the  Erie  Railway  Co  ?  A.  I  suppose  not, 
sir ;  1  believe  not. 

Q.  Now,  from  your  examination  of  the  assets  under  the 
control  and  in  the  possession  of  the  Erie  Railway  Company,  is 
it  your  opinion,  as  an  accountant,  that  they  could  have  raised 
that  sum  of  money  on  the  1st  July,  1875  ?  A.  It  came  to  my 
knowledge  trom  an  investigation  of  the  books,  sir,  that  there 
was  $300,000  of  the  earnings  of  the  company  available  for  the 
purposes  of  paying  that  interest ;  so  that  that  left  $480,000 
to  be  raised. 

Q.  From  your  knowledge  of  the  assets  of  the  corporation 
in  the  way  of  bonds   of  other  corporations  and   Second  Con- 
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solidated  Mortgage  Bonds  in  their  possession  available  for 
raising  money,  could  they  have  raised  the  $480,000  ?  A.  Yes, 
sir,  I  believe  they  could. 

Q.  Had  you  any  conversation  with  the  Treasurer  as  to  the 
amount  of  money  that  he  could  have  raised  upon  $1,280,000  of 
securities  ?     A.  I  had. 

Q.  What  was  his  opinion  upon  that?  A.  He  told  me  that 
he  supposed  that  he  could  have  raised  60  per  cent,  of  the  face 
value  of  certain  bonds  in  his  possession. 

Q.  Have  you  examined  the  report  of  the  company  to  the 
State  for  the  year  ending  the  30th  of  September,  1878?  A.  I 
have  seen  a  copy  of  the  report. 

Q.  Let  me  give  it  to  you  (handing  witness  report  of  the 
Erie  Road  for  1878) ;  have  you  examined  that  report  ?  A.  I 
have  read  it  over,  sir. 

Q.  Are  the  statements  contained  in  that  report  in  relation  to 
the  funded  and  the  floating  debt  correct  ?  A.  I  have  no 
means  of  knowing  sir,  as  to  the  two  items  that  you  speak  of. 

Q.  Are  not  they  stated  there  ?  A.  Yes,  sir;  but  I  have  not 
seen  the  books  since  1877. 

Q.  Assuming  that  the  interest  on  the  First  and  Second 
Consolidated  Mortgages  had  not  been  paid,  would  that  have 
been  correct?  A.  Will  you  be  good  enough  to  ask  me  that 
question  over  again;  I  don't  quite  nndei  stand  you. 

Q.  Assuming  that  the  interest  upon  the  First  and  Second 
Consolidated  Mortgages  had  not  been  paid,  would  the  state- 
ment of  the  funded  and  floating  debt  be  a  correct  exhibit  as 
reported  to  the  State  Engineer  for  1878?  A.  Those  two 
items  are  reported  in  1878  at  the  same  amount  as  they  Were 
reported  in  1877;  and  of  course,  assuming,  as  you  say,  that 
the  interest — 

Q.  They  are  reported  as  paid  ?  A.  The  funded  and  floating 
debt,  you  ask  ? 

Q.  Yes  ?  A.  If  the  statements  relating  to  them  are  correct 
for  1878,  I  answer  that  they  are  reported  at  the  same  amounts 
as  they  were  in  1877. 

By  the  Chairman  : 

Q.  Do  they  report  in  their  report   of  1878  this  interest  as 

paid? 

112 
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Mr.  Steiine — Under  the  head  of  "payments  [other  than  for 
construction." 

The  Witness — I  supposed  that  you  were  asking  as  to  the 
amount  of  funded  and  floating  debt. 

By  Mr.  Sterne  : 

Q.  Is  there  any  statement  in  this  report  of  payments  other 
than  for  construction  ?     A.  I  find  none. 

Q.  Look  at  that  and  see  whether  you  find  it  there  (hand- 
ing witness  Report  of  New  Organization  for  the  four  months 
ending  September,  '78)  ? 

(The  witness  examines  the  report.) 

Q.  Let  me  find  it  for  you;  I  am  more  familiar  with  those  re- 
ports, I  think.  A.  Get  the  Receiver's  report  there,  if  you  have 
one. 

Q.  There  is  none ;  in  what  particular,  as  you  were  about  to 
state,  is  the  funded  debt,  assuming  that  no  interest  had  been 
paid  on  First  and  Second  Consolidated  Mortgages,  improperly 
stated  in  that  report  for  187a  ?  A.  In  the  same  particular  that 
the  report  of  1877  was  incorrect. 

Q.  What  is  the  whole  amount,  according  to  your  opinion, 
that  the  funded  debt  should  be  increased,  as  stated  there  ?  A. 
By  the  amount  of  defaulted  and  accrued  interest.' 

Q.  Have  you  calculated  the  amount  of  that  ?     A.  No. 

Mr.  Little — What  report  is  he  asking  about  now  ? 

Mr.  Sterne— '78. 

Mr.  Little — What  road  ? 

Mr.  Sterne — The  Erie. 

The  Witness — The  road  was  sold,  you  know,  in  '78? 

Mr.  Little — Is  that  the  Receiver's  report  ? 

The  Witness — No  ;    this  is  the  Erie  proper  report ;    that 
question  of  interest  changed,  of  course,  when  the  road  was  sold 
on  the  28th  of  April,  1878,  and  it  does  not  apply  to  any  period  * 
after. 

Q.  According  to  a  proper  system  of  bookkeeping,  the  de- 
faulted interest  should  have  been  added  to  the  principal  of  the 
funded  debt?  A.  It  should  have  been  reported,  of  course,  and 
the  books  are  correct  in  that  particular  that  it  was  practically 
by  being  credited  to  the  coupon  accounts. 
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Q.  Look  at  these  Exhibits  1  and  2  of  July  10  th  and  tell 
us  how  much  the  funded  debt  of  the  Erie  Railway  Company 
increased  from  '63  to  '68,  at  the  beginning  of  the  Gould-Fisk 
administration  ?  A.  The  funded  debt  on  September  30th, 
1863,  was  $20,093,000  ;  on  the  30th  of  September,  1868,  it  was 
$23,398,800. 

Q.  An  increase  of  $3,000,000?     A.  An  increase  of  $3,300,000. 

Q.  Now,  from  '68  to  '72,  when  the  reform  administration 
came  in,  what  was  the  increase  of  the  funded  debt  ?  A.  Just 
$3,000,000. 

Q.  Also  $3,000,000  again  ?    A.  Yes. 

Q.  Running  to  $23,000,000  ?    A.  $26,000,000. 

Q.  From  1872  to  1879,  the  period  of  the  reform  administra- 
tion, how  much  did  the  funded  debt  increase  ?  A.  I  have  here 
the  30th  of  September,  1878 ;  that  was  the  last ;  the  increase 
there  is  $18,000,000— no  $28,000,000— the  difference  between 
$26,000,000  and  $54,000,000. 

Q.  Now,  take  the  corresponding  years,  and  look  at  the  con- 
struction account  and  tell  us  how  much  of  these  several  sums 
appear  to  have  been  used  for  the  legitimate  purposes  of  a 
railway,  taking  the  first  period  from  '63 — the  organization  of 
the  Erie  Railway  Company — down  to  the  Fisk-Gould  admin- 
istration of  '68,  then  the  period  from  '68  to  '72  at  the  end  of 
the  Fisk-Gould  administration,  and  the  period  from  '72  to  '78, 
the  reform  administration  ?  A.  In  a  calculation  of  that  kind 
you  will  want  to  include,  not  only  the  funded  debt,  but  the 
capital  stock  also. 

Q.  We  will  come  to  the  capital  stock  in  time ;  we  want  to 
see  how  much  of  this  funded  debt  has  gone  into  construction 
account — how  much  the  construction  account  has  increased 
to  account,  if  possible,  for  the  funded  debt?  A.  The  increase 
in  the  construction  account  from  '63  to  '68  would  be  $17,000,000 ; 
it  was  increased  by  that  amount  from  $39,000,000  to 
$56,000,000,  in  round  numbers  ;  from  '68  to  '72 

Q.  Wait  a  moment ;  therefore  $15,000,000  more  than  is  rep- 
resented by  the  funded  debt  of  that  period  ?     A.  Yes. 

Q.  About  $14,000,000  ?     A.  $14,000,000  ;  that  is  right. 

Q.  Now  go  on.  A.  The  construction  account  was  increased 
between  September  30th,  1868,  and  September  30th,  1872 

Q.  I  don't  think  that  you  are  giving  me — let  me  draw  your  at- 
tention— you  are  not  giving  me  the  correct  figures  that  I  want ; 
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I  desire  to  have  you  give  me  the  increase  other  than  that  which 
is  represented  by  the  item  New  York  and  Erie  Eailroad  Com- 
pany; give  me  the  figures  which  properly  include  the  con- 
struction account  without  the  item  of  New  York  and  Erie  Eail- 
road Company. 

Mr.  Little — He  better  give  it  all  to  you. 

Mr.  Sterne — No  ;  because  the  item  of  New  York  and  Erie 
Eailway  Company  is  a  fictitious  item  entirely. 

Mr.  Little — Let  him  explain  both. 

Q.  I  want  first  the  items  which  properly  include  construe- , 
tion  account,  excluding  the  item'of  New  Yoik  and  Erie  Eailway 
Company,  which  is  a  fictitious  account?  A.  The  increase 
between  September  30th,  1863,  and  September  30th,  1868, 
excluding  the  item  that  you  speak  of,  would  be  seventeen 
millions  and  a  half. 

By  Mr.  Little  : 

Q.  Was  that  item  that  is  excluded  the  same  at  both  periods? 
A.  No,  sir  ;  it  runs  along  at  the  same  amount  up  to  that  par- 
ticular date  ;  after  that  it  increased. 

By  Mr.  Sterne  : 

Q.  Now  from  1868  to  1872,  how  is  the  item  of  construction, 
including  therein  what  is  legitimate  construction,  and  excluding 
therefrom  what  is  called  the  New  York  &  Erie  Eailway  Com- 
pany and  its  franchises  increased  ?     A.  $5,000,000. 

Q.  Therefore  there  are  $2,000,000  there  nut  represented  by 
the  increase  of  the  bonded  debt,  which  has  to  be  accounted  for 
in  some  form  ?     A.  Yes. 

Q.  Now  take  the  increase  from  1872  to  1878  of  that  which 
is  legitimately  construction  account,  and  tell  us  what  the  in- 
crease in  the  construction  account  has  been  during  those 
years  as  compared  with  the  increase  of  the  funded  indebted- 
ness ?     A.  Nine  millions  and  a  half  of  dollars. 

Q.  Against  an  increase  of  how  much  of  funded  indebted- 
ness?    A.  $28,000,000. 

Q.  Now  take  the  item  of  stock  increase  during  the  same 
period  of  time  and  compare  it  in  the  same  manner  with  what- 
ever deficits  you  find  between  1863  and  1868,  comparing  the  con- 
struction account  with  the  increase  of  funded  indebtedness  and 


987 

deficits  from  1868  to  1872,  comparing  the  construction  account 
with  funded  indebtedness?  A.  The  increase  of  the  capital 
stock  account  between  September  30th,  1863,  and  September 
30th,  1868,  was  $26,000,000 ;  and  some  odd  hundreds. 

Q.  That  leaves  a  balance  of  how  much  between  the  increase 
of  funded  indebtedness  and  capital  stock  account  as  compared 
with  the  legitimate  increase  of  values  represented  by  the  con- 
struction account  ?  A.  In  the  first  period  that  you  speak  of 
between  September  30th,  1863,  and  September  30th,  1868,  the 
total  increase  of  the  capital  stock  and  funded  debt  was 
$29,000,000,  whilst  the  increase  in  the  legitimate  construction 
account  in  the  same  period  was  $17,000,000. 

Q.  Now  what  is  the  difference  between  the  aggregate  of  in- 
crease of  construction  account  duriDg  these  years  as  compared 
with  the  increase  of  capital  and  funded  debt  account?  A. 
$52,000,000. 

Q.  No,  that  can't  be ;  you  must  be  wrong  ?  A.  $22,000,000  ; 
I  misapprehended  your  question. 

Q.  Now,  kindly  make  the  same  statement  in  relation  to  the 
period  covered  between  the  years  1868  and  1872,  known  as  the 
Fisk-Gould  period  of  the  Erie  Railway  ?  A.  The  increase  in 
the  capital  stock  and  funded  debt  accounts  from  September 
30th,  1868,  to  September  30th,  1872,  was  $43,000,000;  the  in- 
crease in  the  construction  account  proper  during  that  same 
period  was  $5,000,000. 

Q.  Leaving  a  difference  of A.  $38,000,000. 

Q.  Which  did  not  go  into  construction ;  now  take  the  same 
items  between  the  years  1872  and  1878,  and  give  us  the  results  ? 

Mr.  Shipman — I  hand  Mr.  Sterne  the  contract  between  the 
Receiver  and  the  United  States  Express  Company,  which  is 
now  in  force  as  adopted  by  the  new  Company,  as  I  am  in- 
formed? A.  The  increase  in  the  period  between  September 
30th,  1872,  and  September  30th,  1878,  in  the  capital  stock  and 
funded  debt  accounts  was  $28,000,000,  whilst  the  difference  in 
the  construction  account  was  $10,000,000. 

By  Mr.  Little  : 

Q.  Do  you  mean  increase  in  the  construction  account  ?  A. 
Construction  account  for  the  Erie  Railway;  it  is  up  to  May  31st, 
1878,  and  from  1872  ;  there  is  a  difference  of  $10,000,000  in 
increase  of  construction  account. 
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Q.  It  was  $10,000,000  more  in  1878  than  in  1872  ?  A.  Yes, 
sir. 

By  Mr.  Steene  : 

Q.  $10,000,000  have  gone  into  construction  during  those 
years  according  to  their  account,  is  that  it?  A.  Yes,  sir;  the 
construction  account  on  the  31st  of  May,  1878 — that  was  the 
end  of  the  old  company— stood  at  $117,633,790,  whilst  Septem- 
ber 30th,  1872,  it  stood  at  $108,807,687. 

Q.  Was  the  account  represented  by  the  New  York  &  Lake 
Erie  Eailway  and  its  franchises  the  same  during  that  period  ? 
A.  It  was. 

Mr.  Little— The  New  York  &  Erie  ? 

Q.  The  New  York  &  Erie  ?  A.  There  was  only  a  differ- 
ence of  about  $3,000. 

Q.  Now  explain,  please,  the  item  which  has  been  left  out 
from  your  calculations,  and  which  is  found  in  construction 
account,  and  known  as  New  York  &  Erie  Eailroad ;  does 
that  represent  legitimately  and  properly  any  part  of  the  con- 
struction account  ?     A.  I  have  no  means  of  knowing  that. 

Mr.  Little — I  will  put  in  that. 

Q.  Don't  you  know  that  that  represents  discounts  on  bonds, 
and  losses  on  sale  of  stocks  ?  A.  I  have  no  knowledge  upon 
that  subject  whatever. 

Mr.  Stebne — Don't  you  know,  Mr.  Little,  that  that  is  so? 

Mr.  Little — I  do  not. 

Mr.  Steene— Does  this  item,  running  along  39,  38,  38,  38, 
down  to  September  30th,  1869,  when  it  jumps  to  $48,000,000, 
represent  anything  that  has  actually  gone  into  construction  ? 

Mr.  Little — It  does  ;  yes. 

Q.  How  did  $10,000,000  from  September  30th,  1868,  to 
September  30th,  1869,  go  into  construction  not  included  under 
the  head  of  gradation  and  masonry,  telegraph  superstructure, 
including  iron  passenger  and  freight  station  buildings,  &c, 
engines,  car  houses,  shops,  &c,  locomotives,  fixtures  and  snow 
ploughs,  passenger  and  baggage  cars,  freight  and  other  cars  ; 
now,  what  other  elements  are]there  in  that  construction  account 
than  those  that  are  here  mentioned. 

Mr.  Little — I  couldn't  tell  you  without  the  books. 
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By  Mr.  Steiine  : 

Q.  Now,  Mr.  Eobertson,  had  any  part  of  this  increase  from 
$39,000,000  to  186,000,000  entered  into  construction,  would  or 
would  it  not  have  appeared  under  one  of  the  heads  mentioned 
before  that  item  appears  upon  that  account  (showing  account 
to  the  witness) ;  in  that  question  I  should  except  the  first  item 
of  $39,000,000  representing  the  cost  to  the  Erie  Railway  Com- 
pany of  the  railway  to  it  ?  A.  Can  you  tell  me  the  date  at 
which  the  Erie  Company  was  organized  ? 

Q.  January,  1862,  I  think  it  was  ;  the  second  annual  report 
ends  with  December  31st,  1863  ;  January,  1862,  was  about  the 
time  of  its  organization.  A.  From  the  appearance  of  this 
document,  sir,  the  greater  part  of  it  must'  have  been  con- 
struction account  if  the  company  was  organized  in  1862,  be- 
cause I  find  here  that  the  beginning  of  it  is  $39,985,000,  and 
the  road  must  have  cost  something  to  put  it  upon  its  feet — put 
it  in  running  order— to  equip  it  and  construct  it ;  how  much  of 
this  amount 

Q.  No,  no  ;  assuming  my  statement  to  be  true,  that  is  $39,- 
000,000  represented  the  assumed  indebtedness  and  stock  capital 
of  the  original  railway  ?  A.  Well,  if  you  will  hand  me  that  other 
paper  I  can  make  a  comparison  for  you. 

Q.  You  will  find  there  $40,285,000  as  the  capital  stock  and 
funded  debt  of  the  railway,  including  the  floating  debt,  there- 
fore the  $39,000,000  corresponds,  you  will  find  with  the  capital 
stock  and  indebtedness  ?     A.  Yes,  within  $300,000. 

Q.  Therefore  that  is  the  original  amount  assumed  by  the 
Erie  Railway  Company  ;  then  they  begin  their  construction 
account ;  now  the  items  of  construction  which  are  legitimately 
under  construction  are  all  other,  are  they  not,  on  that  ac- 
count, than  the  item  of  New  York  and  Erie  Railway  Company 
and  its  franchises?  A.  That  must  be  legitimate  also,  I 
imagine. 

Q.  That  first  item  is?     A.  Yes. 

Q.  Did  you  find  upon  the  books  of  the  company  anything 
going  into  the  construction  that  represented  that  vast  increase 

from ?     A.  I  didn't  examine   the   books    in  that   respect, 

sir. 

Q.  Do  you  remember  the  item  of  discount  on  bonds  ?  A. 
No,  sir. 
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Q.  You  don't  know  anything  about  that?  A.  Nothing  about 
that? 

Q.  The  amount  of  these  sum  totals  represents  about  the 
amount  ot  the  capital  stock  and  funded  indebtedness?  A.  Yes, 
sir. 

Q.  Have  you  given  any  attention  to  the  accounts  of  the 
New  York  Central  &  Hudson  Eiver  Railroad  ?     A.  Yes,  sir. 

Q.  As  published  to  the  State  Engineer  ?  A.  To  their  re- 
ports I  have. 

Q.  Now,  by  investigating  the  reports  of  that  company  to  the 
State  Engineer  and  comparing  them  with  the  statements  made 
in  Poor's  Manual,  have  you  arrived  at  any  conclusion  as  to  the 
correctness  or  incorrectness  of  the  statements  made  by  the 
New  York  Central  &  Hudson  River  Railroad  Company  to 
the  State  Engineer  ?     A.  I  have,  sir. 

Q.  "Will  you  give  the  Committee  the  benefit  of  that  judg- 
ment— in  what  particular  the  statements  are  incorrect?  A.  I 
believe  the  amount  reported  as  having  gone  into  construction 
account  from  year  to  year  is  incorrect ;  that  is,  in  compliance 
with  the  provision  of  the  law  requiring  them  to  report  the 
cost  of  construction — the  actual  money  expended  in  labor  and 
material. 

Q.  Will  you  take  kindly  before  you  the  State  Engineer's 
reports  for  the  years  '68  and  '69  ;  in  what  particular  do  you, 
as  an  expert,  state  that  these  accounts,  as  furnished  to  the 
State  Engineer,  are  misleading?  A.  Well,  generally,  sir,  if 
the  report  to  the  State  Engineer  regarding  the  increase  of  the 
construction  account  and  the  total  payments  of  the  New  York 
Central  were  true,  it  would  follow  that  they  had  expended  in 
a  period  of  something  like  ten  years  or  less  than  that  about 
$11,000,000  more  than  they  had  received. 

Mr.  Dbpew  —When  does  his  ten  years  begin  ? 

The  Witness— From  1869  to  1878  inclusive. 

Q.  You  have  examined  the  amount  of  their  receipts,  com- 
pared it  with  the  amount  as  represented  in  their  construction 
account  and  have  found  a  difference  of  how  many  millions  ? 
A.  Not  simply  the  construction  account,  but  ot  all  their  pay- 
ments— all  their  receipts  and  all  their  payments  for  that  period. 

Q.  And  you  have  found,  comparing  these  receipts  and  their 
payments,  that  they  had  paid  out  by  $11,000,000  more  than 
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they  reeeiTed  ?     A.  That  is,  if  the  amount  that  is  charged  up 
as  having  been  paid  for  construction  during  that  time  be  true. 

Q.  Now,  have  you  examined,  as  a  bookkeeper,  the  method 
in  which  they  had  balanced  the  watering  of  their  stock  ?  A. 
It  has  never  been  balanced. 

Q.  Or  how  they  have  charged  it  ?  A.  Have  you  any  copies 
of  Poor's  Manual  here?  [The  witness  is  handed  copies  of 
Poor's  Manual.]  In  Poor's  Manual  there  is  a  financial  state- 
ment for  the  year  ending  September  30th,  1875,  in  which  one 
of  the  items  on  the  debit  side  is  stated  as  a  balance  reserve 
fund,  etc.— $33,077,360.12. 

Q.  Now,  what,  from  your  recollection,  was  that  reserve  fund 
about  1870,  immediately  after  the  stock  watering;  was  it 
higher  ?     A.  Oh,  yes  ;  very  much  higher. 

Q.  Did  that  reserve  fund  correspond  with  the  watering  of 
stock  ?     A.  Very  nearly. 

Q.  Therefore,  as  a  bookkeeper,  you  assume  that  when  they 
watered  their  stock  to  the  extent  of  $44,000,000  they  made  a 
fictitious  debit  account  against  the  credit  of  the  stock  water- 
ing?    A.  Yes. 

Q.  And  called  that  reserve  fund  ?     A.  Yes. 

Q.  And  you  find  that  reserve  fund  diminished  ?  A.  It  has 
been  diminished  every  year. 

Q.  Does  that  diminution  of  reserve  fund  correspond  with 
the  difference  between  the  receipts  and  earnings  and  the  pay- 
ments and  expenses — $11,000,000?     A.  Very  closely. 

Q.  Now,  what  deduction  do  you  draw  from  that  as  a  book- 
keeper ?  A.  It  corresponds  also  very  closely  during  a  certain 
period  with  the  amount  added  to  the  construction  account. 

Q.  And,  therefore,  you  assume  that  this  fictitious  reserve 
fund  was  written  off  into  construction  account  from  year  to 
year  in  that  manner,  and  that  accounts  for  that  difference  ? 
A.  I  know  that  the  earnings  of  the  company  have  not  been 
enough  to  warrant  the  increased  construction  account,  and  the 
deduction  must  be  that  there  is  a  writing  off  from  this  ficti- 
tous  account  into  construction  account  yearly  of  one  or  two 
million  dollars  ;  I  can't  say  precisely  the  amount. 

Q.  Well  is  there  in  point  of  fact  any  reserve  fund  deducible 
from  the  accounts  of  the  New  York   Central  &  Hudson  River 
Railroad  Co  ?    A.  No,  sir. 
113 
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Q.  Have  yon  examined  with  a  view  to  ascertain  that  fact  ? 
A.  I  have  written  up  a  wet  of  books  myself. 

Q.  To  ascertain  -whether  or  not  there  is  a  reserve  fund  ?  A. 
Yes,  sir. 

Q.  And  you  have  come  to  the  conclusion  that  that  whole  re- 
serve fund  is  a  fiction  ?     A.  I  have. 

Q.  Has  the  name  of  that  fund  changed  in  process  of  time  ? 
A.  It  has. 

Q.  What  is  it  now  called  ?  A.  It  was  called  originally  ex- 
cess of  capital  over  cost  of  construction  ;  shortly  after  the  con- 
solidation ;  I  think  it  would  be  in  1870,  according  to  my  recol- 
lection ;  the  consolidation  was  in  1869  ;  I  think  that  term  was 
applied  in  Poor's  Manual  in  lb70. 

Mr.  Depew — Called  so  by  whom  ? 

Mr.  Sterne — By  your  people. 

Mr.  Depew — By  Poor's  Manual. 

Mr.  Sterne — Do  you  deny  that  the  statements  contained  in 
Poor's  Manual  are  with  your  knowledge  printed  in  Poor's  Man- 
ual and  taken  from  your  Auditor  '? 

Mr.  Depew — The  figures  are. 

Mr.  Sterne — I  mean  the  statement  accompanying  the  fig- 
ures ;  that  Poor's  Manual  takes  your  figures  ;is  furnished  by 
your  company  and  prints  them  without  any  change  whatever. 

Mr.  Depew — I  would  like  to  have  that  statement  verified. 

Mr.  Sterne — I  will  furnish  that  missing  bit  of  testimony. 

Q.  Proceed  ?  A.  The  item  is  called  now  "  balance  reserve 
fund." 

By  the  Chairman  : 

Q.  Does  that  testimony  you  have  given  relate  to  the  reports 
in  Poor's  Manual  or  the  reports  to  the  State  Engineer?  A. 
Both. 

Q.  Your  testimony  is  the  result  of  an  examination  of  the  re- 
ports made  by  this  company  to  the  State  Engineer  ?  A.  Yes, 
sir. 

By  Mr.  Sterne  : 

Q.  How  was  your  attention  first  attracted  to  this  fact  ?  '  A. 
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By  the  ambiguous  language  used  in  the  reports  published  in 
Poor's  Manual. 

Q.  Now,  will  you  demonstrate  to  the  Committee  the  fact, 
from  a  bookkeeper's  point  of  view,  of  why  you  call  that  a  fic- 
titious account,  and  why  it  would  appear  upon  an  entirely 
different  side  of  the  ledger  account  if  it  were  a  true  account  ? 
A.  I  say  it  is  a  contradiction  in  terms  very  much  like  a  lawyer 
attempting  to  prove  a  negative. 

Q.  Now  take  a  piece  of  paper,  please,  and  explain  that  to 
the  Committee  in  the  same  manner  as  though  you  were  asked 
to  solve  a  problem  in  mathematics,  and  take  it  in  relation  to 
the  item  of  the  account  as  it  appears  (the  witness  explains  and 
illustrates). 

Q.  Does  that  item  of  reserve  fund  appear  in  the  State  re- 
ports?   A.  No,  sir. 

Q.  Tou  examined  the  State  Reports  with  great  care  from 
1869  to  1878,  with  that  view,  didn't  you  ?     A.  I  did. 

Q.  Tou  say  it  doesn't  appear  there  ?     A.  It  does  not. 

Q.  Ought  it  not  to  appear  there  if  such  an  item  existed  ?  A. 
The  law  calls  for  it — surplus  fund. 

Q.  Do  you,  as  a  bookkeeper,  know  of  any  reserve  fund  that 
is  not  surplus  fund  ?     A.  No. 

Mr.  Depew — I  ask  that  all  the  testimony  of  this  witness  in 
regard  to  reserve  fund  alleged  to  be  put  forth  to  the  world  by 
the  New  York  Central  Railroad  Company,  be  stricken  from  the 
record. 

Mr.  Sterne — I  ask  that  it  be  retained,  and  I  will  connect  it 
properly — it  is  a  mere  question  of  the  order  of  testimony-  -by 
showing  that  the  item  there,  reserve  fund,  furnished  to  Poor's 
Manual,  came  from  the  New  York  Central  Railway  Company's 
office. 

The  Chairman — We  will  grant  your  request  unless  that  is 
done,  Mr.  Depew. 

Q.  Isn't  it  a  matter  of  necessity,  in  the  office  of  the  New 
York  Central  Railroad  Company,  in  its  auditing  or  account- 
ing department,  that  there  should  appear  a  credit  side  to  the 
debit  side  of  that  stock  account  in  which  that  increase  of  stock 
appears  ?  A.  Their  books  are  kept  by  double  entry,  and  double 
entry  means  an  entry  on  two  sides  which  balance  each  other, 
so  that  when  a  credit  appears  to  capital  stock  account  there 
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is  a  necessity  of  some  other  account  being  debited,  or  else  the 
balance  would  be  destroyed ;  the  essential  point  of  double 
entry  bookkeeping  is  the  principle  of  balance. 

Adjourned  to  July  14th,  1879,  at  11  o'clock  a.  m. 


New  Yoek,  July  14th,  1879. 

The  Committee  met,  pursuant  to  adjournment,  and  was 
called  to  order  by  the  Chairman. 

Present :  All  the  members  of  the  Committee,  except  Mr. 

Wadswobth. 

Alexander  Bobertson's  examination  continued. 

Counsel  for  the  New  York  Central  &  Hudson  River  Rail- 
road Company  admits  that  the  figures  as  detailed  in  Poor's 
Manual  are  correct,  and  the  only  difference  is,  what  witness 
calls  the  "  Reserve  Fund,"  upon  the  books  of  the  Company  is 
designated  as  a  "  Special  Construction  fund." 

By  Mr.  Steene  : 

Q.  How  does  that  item  of  $44,000,000  of  stock  dividends 
on  the  New  York  Central  &  Hudson  River  Bailroad  first  ap- 
pear in  Poor's  Manual,  as  compared  with  the  capital  account  ? 
A.  You  don't  mean  stock  dividends,  you  mean  increase  of 
stock. 

Q.  Increase  of  stock  ?  A.  In  the  report  for  the  year  ending 
September  30th,  1870,  which  was  one  year  after  the  consoli- 
dation, the  statement  there  is  to  the  effect  that  the  excess  of 
capital  account  over  cost  of  property  was  $43,845,620.25 ; 
that  represents  the  $44,000,000  spoken  of ;  it  is  one  year  later 
than  the  consolidation. 

Q.  When  did  first  that  appear  to  be  charged  to  an  account 
that  would  make  it  appear  as  either  construction  or  surplus  ? 
A.  In  the  report  for  the  year  ending  September  30th,  1872, 
that  term  is  changed  for  the  first  time,  and  appears  in  the 
statement  as  balance  reserve  fund,  &c,  $42,625,562.73, 


Q.  What  was  the  amount  of  stock  dividend  and  increase  of 
stock  in  186B  and  1869,  of  the  two  railways,  the  New  York 
Central  and  Hudson  River,  severally  and  upon  consolidation  ? 
A.  It  was  over  $44,000,000  between  1868  and  1870,  when  the 
consolidation  was  effected. 

Q.  There  was  one  dividend  of  eighty  per  cent.,  or  rather  one 
stock  dividend  of  eighty  per  cent.  ?  A.  Yes,  sir ;  there  was  a 
dividend ;  I  suppose  you  may  call  it  a  dividend,  of  eighty  per 
cent,  on  New  York  Central  proper,  in  1868. 

Q.  That  is  to  say,  a  holder  of  a  $100  share  received  a  certifi- 
cate of  $80  ?     A.  $180. 

Q.  $80  in  addition?     A.  Yes,  sir. 

Q.  Under  what  terms  ?  A.  Under  the  terms  of  the  con- 
solidation which  was  intended  to  make  a  capital  stock  of  both 
roads  of  $90,000,000  in  round  figures  ;  there  was  a  further  in- 
crease of  eighty-five  per  cent,  on  the  Hudson  River  Railroad 
stock  alone,  and  another  increase  of  twenty-seven  per  cent,  on 
the  New  York  Central  proper. 

Q.  And  that,  combinedly,  makes  $45,000,000?  A.  Not 
quite  ;  44  millions  and  some  hundred  thousand  dollars. 

Q.  How  did  that  increase  compare  ;  you  have  already  stated 
it  was  about  double  the  original  stock  capital  ?  A.  Very 
nearly. 

Q.  Have  you  examined  the  State  Engineer's  report  from 
1853  to  1869,  and  compared  the  earnings  with  the  construc- 
tion accounts  and  dividends,  and  do  you  find  there  any  sur- 
plus corresponding  with  that  increase  of  capital  ?  A.  There 
was  a  surplus  earned  by  the  company  between  the  years  1853 
and  1868. 

Q.  Of  how  much?  A.  Something  over  $6,000,000;  I  think 
it  was  $6,800,000  in  round  figures. 

Q.  That  is  over  and  above  payments  of  dividend  and  all 
the  construction  account  as  reported  ?  A.  The  New  York  Cen- 
tral road  from  1853,  the  date  of  its  first  consolidation  of  the 
eleven  roads,  paid  its  dividends  regularly  down  to  1868,  and 
this  surplus  that  I  speak  of  was  after  paying  those  annual 
dividends  and  all  the  customary  expenses  of  the  road. 

Q.  Did  that  surplus  appear  in  the  construction  account  ?  A. 
I  suppose  that  that  was  the  way  it  was  used. 

Q.  Does  the  construction '  account  show  that  surplus  ?     A. 
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Yes,  sir ;  it  was  increased  altogther  something  like  $14,000,000 
in  that  time. 

Q.  You  had  better  speak  as  accurately  as  you  can,  if  you 
have  any  data  taken  from  these  books,  which  will  furnish  it  to 
you — is  there  any  particular  book  you  want  to  see  ?  A.  I 
have  something  here  that  will  show  me  ;  the  construction  ac- 
count was  increased  by  about  that  amount,  $14,000,000,  be- 
tween the  years  1853  and  1868. 

Q.  Was  the  bonded  indebtedness  increased  eight  millions  ? 
A.  The  bonded  indebtedness  varied ;  it  had  been  increased 
and  a  part  of  it  paid  off  afterwards. 

Q.  How  much  was  the  increase  of  the  bonded  indebtedness 
during  those  years  ?  A.  The  highest  amount,  I  think,  in  that 
period,  was  in  1865  ;  it  then  was  up  to  $14,627,000,  but  it  was 
reduced  after  that,  in  1868,  to  $11,458,000,  so  that  a  part  of 
that  surplus  may  have  been  used  in  reducing  the  bonded  debt, 
and  in  regard  to  the  surplus,  it  might  as  well  be  stated,  that 
they  had  quite  a  large  cash  balance  on  hand  in  1868,  and  that 
would  account  for  part  of  the  surplus. 

Q.  How  much  cash  balance  was  that  ?  A.  I  think  it  was 
over  $2,000,000. 

Q.  So  that  the  surplus  would  be  partly  represented  by  the 
construction  account,  partly  by  the  payment  of  debts,  and 
partly  by  cash,  and  the  whole  surplus  you  say  did  not  exceed 
$6,000,000  ?  A.  It  did  exceed  six  million,  nearly  seven  mil- 
lion. 

Q.  Did  not  exceed  seven  million ;  when,  according  to  the 
State  Engineer's  report,  did  the  payments  to  the  sinking  fund 
cease  on  the  part  of  the  New  York  Central  &  Hudson  River 
Railroad  ?     A.  The  last  payment  was  made  in  1871. 

Q.  Are  the  certificates  or  bonds  for  which  the  sinking  fund 
was  provided  by  the  consolidation  of  1853,  still  out  ?  A.  They 
are ;  a  portion  of  them. 

Q.  What  are  they  called  ?     A.  Debt  certificates. 

Q.  Tn  making  up  the  balance  sheet,  in  Poor's  Manual,  where 
do  you  find  those  debt  certificates  placed,  and  are  they  prop- 
erly in  their  place  ?  A.  I  find  them  among  the  assets  of  the 
company,  and  they  are  improperly  placed  there. 

Q.  Where  ought  they  to  be?  A.  Those  debt  certificates 
when  they  were  first  issued,  were  issued  as  a  bonus  or  premium 
upon  the  stocks  of  some  of  the  eleven  roads  that  were  con- 
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solidated,  and  being  in  the  nature  of  a  premium  or  bonus  to 
effect  that  consolidation,  the  proper  charge  at  tliat  time 
should  have  been  to  profit  and  loss  account ;  it  was  a  loss 
sustained  by  the  company  in  effecting  this  consolidation. 

Q.  And  the  funded  debt  representing  that  expense,  should 
have  been  among  their  debts  ?  A.  That  was  all  right,  the 
funded  debt  was  increased  by  that  amount,  but  the  debiting 
of  the  debt  certificate  account  with  this  amount  was  erroneous  ; 
it  should  have  been  charged  to  profit  and  loss,  and  that  would 
have  gone  to  reduce  the  income  balance  or  surplus  when  it 
was  written  off  at  the  end  of  the  year. 

Q.  And  now  it  appears  among  its  assets  ?     A.  It  does. 
Q.  The  amount  of  certificates  out  ?    A.  I  suppose  the  books 
will  show  that — Poor's  Manual  states  that. 

Q.  What  difference  does  that  make  in  the  general  balance? 
A.  It  makes  just  the  difference  of  the  debt  certificates. 
Q.  Seven  million '?     A-  Whatever  the  amount  is. 
Q.  Tell  us  the  amount?     A.  I  have  not  got  the  last  Poor's 
Manual  here. 

Q.  Assuming  the  statement  of  the  earnings  to  the  State  En- 
gineer to  be  correctly  stated,  are  those  earnings  fully  ac- 
counted for  to  the  State  Engineer  by  construction,  dividends 
and  the  surplus  that  you  have  named  ?  A.  I  don't  get  the 
meaning  of  your  question  quite  ;   I  don't  comprehend  you. 

Q.  Do  the  earnings  admit  of  the  assumption  that  there  was 
$44,000,000  in  some  way  or  another  cairied  as  a  reserve  fund, 
which  did  not  appear  among  the  expenditures  or  dividends  of 
the  New  York  Central  Railway  Company  ?  A.  Of  course  not, 
it  is  not  claimed,  I  believe,  that  there  is  a  reserve  fund  of  that 
amount,  if  that  is  the  meaning  of  your  question. 

Q.  Tou  think  it  is  not  so  claimed  ;  let  me  draw  your  atten- 
tion to  this  statement  contained  in  the  joint  letter  of  Mr.  Van- 
derbilt  and  Mr.  Jewett,  to  this  Committee  ;  in  answer  to  the 
suggestion  or  charge  that  is  made  by  the  Chamber  of  Com- 
merce, that  they  pay  dividends  on  watered  stock,  President 
Vanderbilt  sa}rs  :  "The  Committee  charge  that  all  stocks 
"  that  have  been  increased  to  represent  increased  values  is 
"  necessarily  '  fictitious,'  and  the  Committee  asks,  with  great 
"  emphasis,  '  is  it  just,  that  the  production  and  commerce  of 
"  the  State  shall  be  taxed  for  all  time,  to  pay  dividends  upon 
"  fictitious  liabilities  thus  created  ?  '     This  is  purely  begging 
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"  the  question.  They  should  first  show  that  such  increase  of 
"  stock  did  not  represent  real  profits.  If  it  does,  there  can  be 
"  nothing  fictitious  in  such  increase.  It  is  a  question  of  policy, 
"  and  one  that  well  managed  corporations  solve  in  different 
"  ways.  As  a  fact,  the  ordinary  dividends  earned,  instead  of 
"  being  paid  to  the  stockholders  were  used  by  the  company 
"  and  paid  out  for  new  construction  and  equipment,  and  the 
"  stock  was  issued  to  represent  such  construction  and  equip- 
"  ment."  Now,  assuming  the'statenient  in  the  State  Engineer's 
report  to  have  been  true,  is  that  statement  of  President  Van- 
derbilt  and  President  Jewett,  in  so  far  as  it  belongs  to  the 
New  York  Central  Railroad,  true  ?  A.  The  affairs  of  the  road 
may  be  divided  into  two  epochs,  that  from  1853  to 
1868,  and  from  1868  to  the  present  time;  in  the  first 
period,  the  company  paid  its  dividends  regularly;  it  made 
a  surplus  of  $6,600,000,  and  part  of  which  was  expended  in  con- 
struction, as  I  have  stated  before,  and  everything  was  regular 
as  far  as  I  know,  except  the  error  of  charging  to  debt  certifi- 
cates the  amount  that  was  issued  for  payment  of  premium  on 
bonds ;  but  since  1868  there  had  been  to  my  mind  a  very 
different  state  of  affairs  ;  the  dividends  have  been  paid  regu- 
larly upon  the  whole  of  the  stock,  from  1869,  when  the  con- 
solidation took  place,  and  the  amounts  charged  up  to  construc- 
tion account  are  in  my  opinion  wrong  ;  the  earnings  of  the 
road  since  1869  have  not  been  sufficient  to  admit  of  the  con- 
struction account  being  increased  from  them,  as  it  appears  to 
have  been  by  the  reports  that  appear  in  Poor's  Railroad  Man- 
ual ;  is  that  an  answer  ? 

Q.  No-;  the  State  Engineer's  report  shows  the  payment  made 
for  construction  ;  it  shows  all  the  payments  made  for  other 
than  construction  ;  it  shows  all  the  payments  made  for  divi- 
dends ;  it  shows  the  balance  of  cash  on  hand  ?  A.  No,  sir ; 
there  is  no  item  of  that  kind  ;  that  is  one  of  the  instances  in 
which  a  trial  balance  would  correct  that. 

Q.  One  moment,  in  coming  to  the  conclusion  that  the  sur- 
plus was  but  $6,000,000  from  1853  to  1869,  how  did  you  arrive 
at  that  conclusion  ;  that  is  what  I  want  to  get  at  ?  A.  There 
was  a  surplus. 

Q.  The  actual  surplus  ?  A.  I  took  it  from  the  company's 
own  reports ;  they  are  in  balance  all  the  way  through,  and 
are  perfectly  correct,  I  believe,  up  to  that  point. 
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Q.  There  is,  therefore,  no  surplus  representing  this  $44,000,- 
000  ?  A.  Oh,  no  ;  I  think  the  explanation  that  Mr.  Depew 
made  to  you  was  sufficient  on  that  score;  he  said  that  the 
amount  did  not  consist  of  a  surplus  at  all ;  they  do  not  claim 
so ;  but  it  was  charged  to  a  special  or  constructive  con- 
struction account,  if  you  choose  to  call  it  so. 

Q.  And  tliat  constructive  construction  account  you  find 
dwindles  down  into  an  actual  construction  account  from  time 
to  time?     A.  It  has  changed  its  shape  from  year  to  year. 

Q.  By  being  decreased  and  the  other  construction  account 
swelled,  is  there  any  surplus  that  you  can  find  of  the  New 
York  Central  Railway  Company  since  the  consolidation  ?  A. 
No,  sir. 

Q.  What  peculiarity  have  you  noticed  in  relation  to  the 
State  Engineer's  Report  of  1870  which  persuades  you  that  that 
report  is  inaccurate  as  to  the  receipts  and  expenditures  (hand- 
ing book  to  witness)  ?  A,  I  know  what  you  refer  to  without 
looking  at  it. 

Q.  Let  us  have  the  page,  because  I  want  to  put  that  page  in 
evidence  ?  A.  On  page  569  of  the  report  to  the  State  Engi- 
neer of  1870  the  receipts  are  stated  at  $22,963,319.67  and  the 
payments  other  than  for  construction  are  stated  at  $22,363,- 
319.67 ;  that,  of  course,  is  possible,  but  I  think  it  very  im- 
probable. 

Q.  Is  there  any  cash  balance  there  that  would  account  for 
that  exact  balance  ?     A.  No,  sir  ;  neither  to  begin  with  or  end 

with. 

Mr.  Steene — I  want  to  put  this  page  of  railway  possibilities 
in  evidence  of  the  State  Engineer's  Report  of  1870,  page  569. 

(Received  in  evidence,  and  marked  "  Exhibit  No.  1,  July 
14th,  1879.") 

Q.  Is  there  in  the  State  Engineer's  Report,  or  rather  in  the 
form  of  the  State  Engineer's  Report,  room  for  a  surplus 
account  ?     A.  There  is. 

Q.  It  is  required  under  the  form  ?  A.  Under  the  form,  and 
under  one  of  the  subdivisions  of  the  law  of  1850. 

Q.  Do  you  find  any  surplus  corresponding  to  the  watering 
of  the  stock  ?     A.  No,  sir  ;  of  course  not. 

Q.  How  does  it  appear,  if  it  appears  at  all,  that  this  con- 
114 
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structive  construction  account  actually  represents  moneys  ex- 
pended for  the  account  on  the  road  as  Mr.  Vanderbilt  has 
asserted  in  his  letter?  A.  It  does  not  appear,  unless  Mr. 
Yanderbilt  referred  to  the  first  period  that  I  spoke  of,  in  which 
the  company  had  a  surplus,  which  undoubtedly  was  princi- 
pally expended  in  the  construction  account — that  is,  between 
the  years  1853  and  1868. 

Q.  And  that  was,  you  say,  between  six  and  seven  millions  of 
dollars?     A.  Yes,  sir. 

Q.  What,  according  to  your  opinion  as  an  accountant,  is  the 
defect  in  the  law  in  relation  to  accounts  to  be  furnished  by  the 
railway  companies  to  the(  State?  A.  The  principal  defect  thr.t 
I  have  observed  as  an  accountant,  is  that  the  report  to  the 
State  Engineer  does  not  give  a  transcript  of  the  accounts  that 
exists  upon  the  ledger  at  the  time  that  the  report  is  made. 

Q.  Would  that  be  physically  possible  to  give  a  transcript  of 
all  the  accounts  on  the  ledger,  or  do  you  mean  a  balance  sheet ; 
trial  balance?  A.  No,  sir;  I  do  not  mean  a  balance  sheet;  I  my- 
self have  furnished  such  reports  as  I  speak  of  to  a  municipality, 
and  the  balance  sheet  that  I  speak  of,  should  be  a  correct 
transcript  of  the  monthly  trial  balance  that  the  bookkeeper 
takes  every  month  from  his  ledger. 

Q.  That  also  should  be  appended  ?  A.  That  is  what  I  am 
speaking  of ;  at  the  end  of  every  month  the  companies,  in 
order  to  ascertain  if  their  books  are  correct,  make  what  they 
call  a  trial  balance,  and  a  very  severe  trial  it  is  sometimes  to 
make  it  correctly,  but  that  embodies — contains  the  name  of 
every  account  that  is  upon  the  ledger  ;  if  that  were  furnished 
to  the  State  Engineer,  so  that  the  public  at  large  could  have 
an  inspection  of  it,  they  could  very  soon  ascertain — any  ac- 
countant could  ascertain — precisely  where  the  company  stood. 

Q.  Wouldn't  that  be  too  bulky  or  voluminous  a  report  for 
practical  purposes  ?  A.  No,  I  think  not;  I  think  that  the  cot.t 
and  inconvenience  of  making  it  would  be  fully  repaid  by  the 
benefits  the  public  would  experience  and  receive  in  getting  it. 

Q.  In  what  other  particulars  do  you  believe  the  reports  re- 
quired by  law  to  be  defective  ?  A.  I  have  not  examined  the 
law  specially  with  a  view  to  ascertain  all  the  defects. 

Q.  Whatdifficultydidyou  experience  in  examining  the  reports 
themselves,  assuming  them  to  have  been  made  under  the  law? 
A.  That  was  the  principal  difficulty  that  I  speak  of. 
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Q.  The  absence  of  a  balance  sheet  ?  A.  The  absence  of  a 
balance  sheet. 

Q.  Are  you  familiar  at  all  with  the  Massachusetts  law  in 
that  particular,  or  with. the  Massachusetts  form?     A.  No,- sir. 

Q.  Is  there  also,,  as  to  the  reports  furnished  by  the  New 
York  Central  Railroad,  an  absence  of  detad  such  as  is  required 
under  the  law  ?     A.  In  my  opinion  there  is. 

Q.  Iu  what  particular  '?  A.  In  the  earnings  of  the  company 
there  appears  every  year  a  large  amount  of  money  received 
from  what  is  called  miscellaneous  sources. 

Q.  Look  at  the  report  lor  1877,  the  last  one  published,  nnd 
see  whether  you  can  find  that  item  there  (handing  book  to 
witness)  ?     A    1  find  that  amount  here. 

Q.  What  i*  it ;  what  is  the  item  ;  read  the  whole  item  ?  A. 
The  item  is  but  one,  "  Miscellaneous"  Unit  I  have  been  speak- 
ing of. 

Q.   What  is  it  called?     A.  "Miscellaneous." 

Q.  And  the  sum  total  of  that  ?  A.  $542,885.48 ;  there  are 
other  years,  I  should  state,  in  which  that  amount  is  very  much 
larger  than  that — more    hau  double  that. 

Q.  And  the  community  really  does  not  know  what  has  de- 
creased it  or  increased  it,  or  what  items  of  that  miscellaneous 
has  fallen  out  or  been  added  thereto  ?  A.  The  law,  alter  speci- 
fying the  items  of  receipts,  that  account  shall  be  enumerated  by 
the  company,  also  goes  on  to  say  that  the  receipts  from  other 
sources — specifying  what  in  detail  shall  be  enumerated  by 
the  company. 

Q.  And  these  are  receipts  from  other  sources  because  they 
are  not  receipts  from  traffic?  A.  The  company  has  other  re- 
ceipts besides  purely  traffic  receipts,  but  if  the  law  was  so 
amended  that  these  miscellaneous  items  should  be  specified  in 
detail,  in  full,  to  a  reasonable  extent,  it  would  be  more  satis- 
factory, I  think,  to  the  public. 

By  the  Chairman  : 

Q.  I  find  in  the  State  Engineer's  Eeport  of  1870,  that  the 
report  of  the  New  York  Central  extends  from  page  563  to  page 
564  inclusive  ;  now,  such  a  report  as  you  have  designated,  as 
in  your  judgment  proper,  would  compare  with  this,  how  in  re- 
spect to  volume,  a  transcript  of  their  monthly  balance  ?     A.  I 
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should  say  that  it  would  add,  if  I  can  judge  by  the  Erie  Bail- 
way's  trial  balance,  something  less  than  '200  lines  to  the  report 

By  Mr.  Duguid  : 

Q.  Isn't  it  perfectly  easy  for  a  competent  accountant  of  the 
New  York  Central  Bailway  to  make  this  statement  in  a  sum- 
marized form  from  a  trial  balance  that  would  be  perfectly  plain 
to  an  ordinary  accountant,  if  they  wished  to  ?  A.  Oh,  yes,  if 
they  wished  to  ;  there  is  the  difficulty. 

By  Mr.  Little  : 

Q.  You  have  testified  that  you  are  an  expert  accountant  and 
have  had  an  experience  of  twenty-five  years  ;  have  you  had  any 
practical  experience  in  keeping  railway  accounts  ?  A.  I  have 
never  kept  a  set  of  accounts  in  a  railway  office. 

Q.  What  kind  of  accounts  did  you  keep  ?  A.  I  kept  the 
books  of  the  City  of  Newark  for  twelve  years  consecutively, 
and  I  believe,  with  the  exception  of  railway  books,  you  can 
scarcely  name  a  set  of  books  that  I  have  either  not  kept,  or 
examined,  or  adjusted,  or  reported  upon ;  I  have  been  a  book- 
keeper for  forty  years,  but  twenty-five  of  that  I  have  been  a 
professional  expert  accountant. 

Q.  Tell  the  Committee  what  the  books  related  to  -name 
some  of  the  firms  or  corporations,  or  whatever  they  may  be  ? 
■  A.  I  have  kept  insurance  company's  books — the  Newark  City 
Mutual  Insurance  Company;  the  Mechanics' Banking  Associa- 
tion in  New  York,  and  Mechanics'  Bank  in  Newark  ;  the  Chad- 
wick  Patent  Leather  Manufacturing  Company,  a  large  estab- 
lishment there ;  I  was  for  several  years  the  chief  bookkeeper 
and  cashier  for  Condit,  Horton  &  Co.,  whose  headqua-rters  was 
in  Newark,  who  had  four  branches,  one  in  New  York,  one  in 
New  Orleans,  one  in  Charleston  and  one  in  San  Francisco  ;  the 
books  of  0.  L.  Boyden  &  Co.,  in  which  Jacob  D.  Vermilyea, 
Cashier,  and  President  now  of  the  Merchants'  Bank  in  New 
York,  was  special  partner,  and  is,  I  believe,  to  this  day. 

Q.  You  have  never  had  any  experience  in  keeping  railroad 
company's  books  ?  A.  I  have  never  kept  them  consecutively, 
but  I  examined  the  Morris  &  Essex  Bailway  books  some 
time  ago. 

Q.  You  examined  the  Erie's  books  in  1877  ?     A.  Partially. 


1003 

Q.  And  made  an  affidavit  January  12th,  1878,  giving  the 
result  of  your  examination  ?     A.  Yes,  sir. 

Q.  Wherein  you  confounded  the  cash  receipts  and  disburse- 
ments with  the  earnings  and  expenses,  or  profit  and  loss 
account  of  the  Receiver?    A.  I  think  not. 

Q.  Do  3011  recognize  that  affidavit  (handing  paper  to  wit- 
ness) ?     A.  That  is  the  way  I  made  it. 

Q.  Did  you  or  did  you  not  confound  the  receipts  and  dis- 
bursements with  the  earnings  and  expenses  ? 

The  Chairman — In  what  ?    In  the  affidavit  ? 

Mr.  Little — In  the  affidavit ;  yes,  sir. 

A.  I  have  given  here  the  gross  earnings  of  the  Erie  road  for 
the  twenty-eight  months,  or  thereabouts,  of  the  said  Receiver- 
ship, which  appear  to  have  been  $48,554,271.45. 

Q.  "Where  did  you  get  that  ?  A.  From  the  accounts  filed  in 
the  office  of  the  County  Clerk. 

Q.  What  were  those  accounts  ?  A.  Reports  by  you,  I  be- 
lieve, to.  the  Referee,  Judge  Spencer. 

Q.  What  was  the  nature  of  those  reports — what  were  they 
headed  ?  A.  I  have  forgotten  the  form  of  the  heading  at  all, 
but  that  is  substantially  what  I  found  there. 

Q.  Don't  you  recollect  they  were  headed  Receipts  and  Dis- 
bursements ?  A.  I  don't  remember ;  I  don't  remember  any- 
thing about  it ;  I  am  speakina  here  now  of  just  what  I  found  ; 
the  report  will  verify  this,  I  think. 

Q.  It  is  important  to  know  what  you  did  find  ?  A.  I  found 
this. 

Q.  What  ?  A.  That  the  gross  earnings  of  the  Erie  road, 
for  the  twenty-eight  months  or  thereabouts  of  said  Receiver- 
ship, appears  to  have  been  $48,5o4,271.45. 

Q.  Don't  you  know  that  that  was  the  gross  receipts  ?  A. 
Oh,  well,  I  suppose  if  the  company  receives  money  for  traffic 
it  is  earnings,  isn't  it  ?  I  understand  precisely ;  you  are 
endeavoring  to  play  upon  a  technical  use  of  the  words. 

Q.  No,  I  am  not.  A.  I  think  you  are ;  you  cannot  mystify 
me  in  that  respect. 

Q.  Don't  you  know  that  our  receipts  included  large  amounts 
due  other  companies  ?  A.  Certainly  I  do,  and  that  you  have 
to  pay  them  back  again ;  there  is  nothing  mysterious  about 
that. 

Q.  Don't  you  know  that  it  was  the  receipts  and  disburse- 
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ments  that  were  reported  to  the  court  ?  A.  You  may  distin- 
guish it  if  you  choose  ;  railway  people  may  make  a  distinction 
between  the  earnings  and  receipts. 

Q.  What  is  the  difference,  in  your  judgment,  as  an  expert) 
between  receipts  and  disbursements,  and  earnings  and  ex- 
penses ;  please  tell  the  Committee  ?  A.  The  gross  receipts 
would  be  everything  that  you  have  received  in  full. 

Q.  Whether  our  own  earnings  or  not  ?     A.  Yes,  sir. 

Q.  And  the  gross  disbursements  ?  A.  The  gross  disburse- 
ments would  be  ever\  tiling  that  you  paid  out. 

Q.  Whether  on  our  own  account  or  on  account  of  other 
roads?     A.  Yes,  sir. 

Q.  Wasn't  that  what  was  reported  to  the  court?  A.  I 
think  not ;  I  think  the  gross  earnings  were  reported  in  this 
way. 

Q.  No,  sir  ;  the  gross  receipts  ?  A.  The  point  in  question, 
after  all,  is  what  are  the  net  earnings  of  your  road. 

Q.  No  ;  I  want  to  fix  you  down  on  that  affidavit ;  you  have 
sworn  there  that  those  were  the  gross  earnings  of  the  com- 
pany ?  A.  It  may  have  been  the  gross  receipts ;  it  would 
make  no  difference  in  my  mind  ai  all  ;  the  gross  receipts  would 
be  earned  by  the  company,  even  if  a  portion  of  them  had  to  be 
paid  back  to  other  companies. 

Q.  Do  you  think  it  would  be  proper  to  credit  the  earnings 
with  the  gross  receipts  whether  they  belonged  to  the  Erie 
Company  or  not?  A.  It  would  make  no  difference  with  the  Erie 
Company,  for  those  charges  would  be  paid  back ;  the  net 
earnings  would  be  the  same. 

Q.  If  the  disbursements  were  charged  ?  A.  If  all  the  dis- 
bursements, certainly. 

Q.  Do  you  mean  to  say  that  ?  A.  I  mean  to  say  that  all  the 
gross  receipts  of  a  railroad  are  its  earnings,  no  matter  in  what 
shape  it  comes  in ;  if  a  part  has  been  earned  by  connecting 
roads,  it  has  all  this  to  pay  back  again  ;  simply  charged  to  the 
company;  if  a  parcel  of  freight  comes  from  Buffalo  or  Chicago 
here,  a  portion  of  it  may  be  earned  by  other  roads,  and  you 
have  to  pay  it;  as  I  see  by  your  trial  balance,  you  keep 
accounts  with  other  roads  in  which  those  particulars  are  all 
set  forth. 

Q.  How  are  the  earnings  of  a  railway  company  ascertained  ? 
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A.  By  showing  what  the  gross  receipts  are,  and  how  much  is 
paid  back. 

Q.  What  do  you  debit  when  you  first  credit  the  earnings  ? 
A.  Gash,  if  you  received  it. 

Q.  Is  that  the  first  entry  ?  A.  It  depends  upon  the  circum- 
stances of  the  case  altogether.  $ 

Q.  You  are  an  expert ;  you  know — you  ought  to  know-  the 
circumstances  ?     A.  State  a  certain  set  of  circumstances. 

Q.  I  want  you  to  state  it  ?  A.  If  you  state  a  certain  case, 
I  will  make  the  entry  for  you  as  I  would  make  them. 

Q.  Tell  the  Committee  what  is  debited  when  the  earnings 
of  a  railway  are  credited ;  what  account  or  accounts  are  debit- 
ed ?  A.  If  the  cash  is  received  at  the  time  for  them,  of  course 
cash  is  debited. 

Q.  When  earnings  are  credited  ?  A.  If  the  cash  is  received 
for  them,  of  course  cash  is  debited  with  the  amount  received, 
undoubtedly,  if  that  be  the  case  ;  if  the  cash  was  received. 

Q.  The  cash  don't  all  belong  to  the  Erie  Railway,  therefore 
you  could  not  credit  the  earnings  with  all  of  it  ?  A.  You  say 
that  when  the  earnings  are  credited,  what  is  debited ;  now  I 
say,  if  cash  was  received  for  those  earnings  the  cash  account 
is  debited. 

Q  Suppose  cash  was  not  received  at  the  time  ?  A.  Then 
whatever  was  received  for  those  earnings,  that  account  would 
be  debited. 

Q.  Suppose  you  don't  receive  anything?  A.  Tell  me  what 
you  do  receive  and  I  will  tell  you  at  once  what  account  is 
debited? 

Q.  What  was  received  ?  A.  Yes ;  in  what  shape  the  earn- 
ings were  represented  to  you ;  did  any  person  owe  you  for 
them  ? 

Q.  Don't  you  know  that  the  agents  are  debited  when  the 
earnings  are  credited  ?  A.  If  the  agents  are  accountable  and 
render  those  accounts  to  you,  of  course  they  aie. 

Q.  Don't  you  know  they  are  ?  A.  For  such  portion  of  the 
cash,  I  suppose  they  are  ;  it  depends  entirely  upon  the  trans- 
action ;  if  the  report  is  made  to  you  by  your  agent ;  that  is,  a 
certain  amount  of .  freight  comes  from  their  hands,  you  im- 
mediately debit  those  agents. 

Q.  And  credit  what  ?  A.  Credit  the  earnings  in  whatever 
shape  they  come. 
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Q.  Then,  when  the  cash  is  received,  what  would  you  credit  ? 
A.  You  would  credit  the  source  then  from  whence  the  cash 
was  received ;  if  that  had  been  debited  to  the  agents  you  would 
credit  your  agents. 

Q.  Then  you  admit  that  the  earnings  are  not  credited  when 
the  cash  account  is  debited?  A.  In  some  instances  it  may 
not  be. 

Q.  In  any  instances  ?  A.  I  don't  know  in  what  state  your 
earnings  are  reported  to  you ;  I  have  never  seen  a  report 
of  that  kind ;  but  if  you  will  tell  me  how  your  earnings  are  re- 
ported to  you,  I  can  tell  you. 

Q.  They  are  reported  by  our  agents  ?  A.  Then  debit  the 
agents  ;  that  is  a  plain  thing. 

Q.  Did  you  examine  the  books  kept  in  my  office  to  see 
whether  those  were  earnings  or  receipts  ?  A.  No,  sir  ;  I  did 
not. 

Q.  Why  not?  A.  Because  I  hadn't  time  ;  I  was  turned  out 
of  the  office  at  the  end  of  a  fortnight. 

Q.  No,  you  were  not,  you  had  two  weeks  to  examine  them  ? 
A.  I  beg  your  pardon,  that  is  not  correct ;  you  know  I  was 
engaged  on  the  minute  book  of  the  directors  almost  all  the 
time ;  and  in  your  office  I  was  less  than  some  two  days  or 
three. 

Q.  You  have  testified  you  were  two  weeks  in  examining  the 
Erie  books  ?  A.  You  know  I  was  in  your  office  two  or  three 
days  ;  I  think  not  two  days  altogether. 

Q.  Don't  you  know  that  you  overstated  the  earnings  about 
ten  millions  of  dollars  in  that  affidavit  ?  A.  It  is  a  matter  very 
easily  decided  ;  if  a  reference  is  made  to  the  report  from  which 
I  got  those  figures  that  will  decide  whether  I  have  overstated 
or  not ;  there  can  be  no  question  about  that ;  it  is  easily  ascer- 
tained. 

Q.  That  was  a  totally  different  account — receipts  and  dis- 
bursements ?  A.  The  truth  is  in  this  matter,  that  the  railway 
people  are  a  law  to  themselves  and  they  don't  keep  their  ac- 
counts as  ordinary  business  men  do,  and  as  I  think  they  will 
have  to  do  sometime  or  other  ;  I  think  they  will  have  to  keep 
them  in  some  way,  so  they  will  be  intelligible  to  the  general 
public  ;  that  is  my  private  notion  about  it. 

Q.  You  say  the  operating  expenses  of  the  road  were,  for  the 
same  period,  thirty-six  millions  of  dollars ;   where  did  you  get 
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that  information  ?     A.  From  the  report  in  the  County  Clerk's 
office,  I  suppose.  , 

Q.  Was  that  expenses  ?  A.  There  was  an  expenditure  of 
money  as  against  the  total  receipts  there. 

Q.  Was  it  the  working  expenses  of  the  Erie  Road  ?  A.  I 
don't  know  whether  it  was  the  working  expenses  or  not. 

Q.  Don't  you  know  that  it  was  not  ?  A.  No  ;  it  was  put  down 
as  an  expenditure,  I  believe. 

Q.  Don't  you  know  it  included  large  amounts  paid  on  behalf 
of  other  companies  ?  A.  Possibly  it  might  have,  but  it  is  quite 
possible  that  the  word  "  operating"  there  may  not  have  been 
correctly  inserted  by  me ;  I  don't  pretend  to  say  that  I  may 
not  have  made  an  error  in  usiug  the  word  "operating"  there. 

Q.  You  speak  of  improper  entries  being  made  of  defaulted 
interest ;  tell  wherein  they  are  improper  ?  A.  You,  on  your 
Eeceiver's  ledger,  have  credited  profit  and  loss  account  with 
nearly  nine  millions  of  dollars,  have  you  not  ? 

Q.  T  have  forgotten  the  exact  amount ;  it  is  quite  a  large 
amount.     A.  It  is  there — that  is  improper. 

Q.  Why?  A.  Because  bookkeeping  purports  to  be  a  history 
of  the  transactions  or  events  that  have  occurred  in  your  busi- 
ness and  no  such  event  or  transaction  ever  occurred — so  the 
entry  is  untrue. 

Q.  Don't  yon  know  the  interest  on  the  funded  debt  is  car- 
ried on  the  Erie  Company's  ledger  ;  did  you  not  see,  when  you 
were  examining  the  books,  that  the  interest  on  the  funded 
debt  of  the  Erie  Railway  Company  was  charged  on  the  Erie 
Company's  ledger,  and  not  on  the  Receiver's  ledger?  A.  It  is 
charged  on  the  Receiver's  ledger  and  credited  to  profit  and 
loss. 

Q.  No,  sir ;  point  it  out  ?  A.  There  are  your  figures  that 
you  gave  me  (handing  paper  to  Mr.  Little). 

By  Mr.  Stekne  : 

Q.  Are  those  figures  in  Mr.  Little's  handwriting?  A.  They 
are. 

Mr.  Little — There  is  nothing  said  about  books  on  those 
figures — on  what  books  they  are. 

Q.  State  the  circumstances  under  which  those  figures  were 
given  to  you,  and  state  their  amounts?  A.  On  the  Receiver's 
ledger  on  the  30th  of  September,  1877,  there  appears  to  the 
115 
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credit  of  profit  and  loss  account  a  balance  of  $6,368,012.47  ;  I 
asked  Mr.  Little  how  he  arrived  at  those  figures,  and  how  the 
company  had  made  that  money  ;  he  made  this  memorandum 
from  his  book,  showing  that  he  had  credited  up— he  stated  in 
words  that  he  had  credited  up  to  that  account  the  sum  of 
$8,874,281.19  to  profit  and  loss  account,  which  produced  this 
credit  balance  on  the  ledger  of  $6,368,012.47,  because  the 
actual  deficit  of  the  Company — that  is,  it  had  lost  in  the  28 
months  of  the  Receiver's  administration,  the  difference  $2,506,- 
268.72  ;  those  figures  were  all  made  by  him  and  given  to  me 
in  explanation. 

Q.  Did  he  himself  subtract  the  lesser  amount  from  the 
ledger,  and  gave  you  the  difference  there  ?  A.  The  subtrac- 
tions are  in  his  own  figures. 

By  Mr.  Little  : 

Q.  Didn't  I  tell  you  at  the  same  time,  that  the  interest  on 
the  funded  debt  was  charged  on  the  Erie  Company's  books  ? 
A.  I  don't  know  whether  you  did  or  not ;  I  don't  think  you 
did,  because  it  was  not  material  to  my  question  ;  I  simply 
wanted  to  know  how  that  profit  and  loss  account  was  arrived 
at,  and  you  gave  me  those  figures. 

Q.  You  have  just  said  it  was  carried  on  the  Receiver's  books  ? 
A.  So,  it  was  ;  this  was  taken  from  the  Receiver's  books  ;  here 
is  your  trial  balance. 

Q.  Show  on  the  trial  balance,  where  the  interest  on  the 
funded  debt  is  charged  on  the  Receiver',*  books  ?  A.  I  sup- 
pose you  don't  mean  to  deny  that  there  is  that  balance  on  your 
ledger,  $6,368,012.07. 

Q.  I  think  that  is  my  amount;  show  on  the  other  side  of  the 
balance  sheet,  where  the  interest  on  the  funded  debt  is  charged 
on  the  Receiver's  books  ?  A.  It  is  included  in  that  Erie  Rail- 
way matter,  I  suppose. 

Q.  No,  it  is  not.  A.  Then  you  misinformed  me,  Mr.  Little, 
that  is  all ;  what  is  it  charged  to  ? 

Q.  It  is  charged  to  interest  on  the  funded  debt  on  the  com- 
pany's books,  and  that  book  was  put  before  you  ?  A.  How 
did  your  entry  balance  on  the  Receiver's  ledger  ;  how  did  this 

entry you  credited  profit  and  loss  with  this  large  amount ; 

what  debit  entry  did  you  make  ;  what  account  did  you  charge 
with  that? 
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Q.  It  arose  from  trie  fact  that  the  interest  on  trie  funded 
debt  was  not  charged  on  the  Receiver's  books,  but  on  the  Erie 
Company's  books?  A.  What  was  jour  debit  account  that 
balanced  the  entries  that  produced  this;  your  entry  was  a 
double  one,  of  course  ;  on  the  Receiver's  journal,  when  you 
credited  profit  and  loss  with  this  interest,  whether  it  was  made 
in  one  item  or  in  half  a  dozen,  for  the  different  periods,  what 
accounts  did  you  debit  ? 

Q.  Everything  except  the  interest  on  the  funded  debt.  A. 
I  was  talking  about  some  specific  account  that  you  mu^t  have 
debited  to  make  your  books  balance  ;  you  had  an  entry,  some- 
thing debtor  to  profit  and  loss,  of  this  interest;  what  was  it, 
what  was  the  name  of  the  account  to  balance  that  ? 

Q.  We  debit  the  working  expenses,  and  various  other  ac- 
counts.    A.  For  interest? 

Q.  No,  no !  A.  Don't  pretend  to  misunderstand  me  ;  I 
know  you  understand  me  ;  you  have  got  a  credit  to  profit  and 
loss  account  of  $8,000,000 ;  what  is  the  opposing  debit  to 
that,  what  account  represents  it? 

Q.  The  various  expenses  and  other  accounts,  everything 
chargeable  to  the  revenue,  excepting  the  one  item,  interest  on 
funded  debt,  which  is  carried  on  the  company's  books.  A. 
How  did  your  entries  balance  when  you  made — we  will  say 
you  are  charging  up  in  one  entry  a  certain  amount  of  interest, 
and  crediting  profit  and  loss  accouut ;  tell  me  what  individual 
account  did  you  charge  ? 

Q.  I  have  told  you?     A.  Everything  else ? 

Q.  Everything  but  that  one  item.  A.  You  say  everything 
else,  why  here  are  filty  or  sixty- things,  or  a  hundred;  did  you 
charge  everything  else,  say  one  hundred  different  entries  to 
profit  and  loss  for  the  eight  millions  ? 

Q.  I  don't  think  we  understand  each  other?  A.  I  think  we 
do  not ;  we  wdl  beloie  we  get  through. 

Q.  Look  at  the  company's  balance  sheet?  A.  You  have  got 
a  credit  to  profit  and  loss  account  of  nearly  nine  millions  of 
dollars  ;  now  you  say,  you  debit  everything  else  ;  when  you 
come  to  make  any  specific  entry  in  your  jonrnal,that  aggregates 
this  $9,000,000,  what  account  did  you  debit  to  balance  these 
entries ;  you  know  very  well  as  a  double  entry  bookkeeper, 
that  each  entry  proceeds  in  balance— this  nine  millions,  some- 
thin"  is  debtor  to  something  all  the  time ;  we  will  take  any  one 
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entry,  which  you  please,  in  which  profit  and  loss  is  credited 
with  the  whole  of  that  account  or  any  portion  of  it ;  what  ac- 
count did  you  name  in  the  entry;  didn't  you  name  the  Erie 
Railway  Company? 

Q.  Not  in  profit  and  loss ;  no  sir ;  do  you  think  that  because 
the  road  could  not  pay  its  interest  the  obligation  ceased  ?  A. 
Are  you  asking  my  opinion  upon  an  outside  subject  ? 

Q.  I  am  asking  your  opinion ;  do  you  think  that  because  the 
road  could  not  pay  its  interest,  the  obligation  ceased  ?  A.  To 
pay  that  interest  ? 

Q.  Yes  ?     A.  I  do  not  by  any  means. 

Q.  If  it  did  not,  where  would  it  appear,  if  not  written  upon 
the  books,  or  what  evidence  of  such  obligation  would  other- 
wise exist  ?  A.  You  have  made  the  evidence  properly  here  ; 
I  know  that  as  well  as  you  do ;  you  have  credited  the  proper 
accounts,  the  coupon  accounts ;  it  is  not  upon  that  that  we 
differ  at  all. 

Q.  If  it  did  not,  where  would  it  appear  if  not  written  upon 
the  books,  or  what  evidence  of  such  obligations  could  other- 
wise exist  ?     A.  To  what  you  call  your  coupon  account. 

Q.  What  was  debited  when  this  coupon  account  was  cred- 
ited ?  A.  Interest  account,  I  suppose,  on  the  old  company's 
books. 

Q.  You  speak  of  interest  being  credited  to  the  profit  and 
loss  ?     A.  Yes  ;  I  have  spoken  of  it. 

Q.  How  could  that  be  ?     A.  Well,  you  are  the  person 

Mr.  Shipman — Answer  the  question,  or  say  you  cannot  an- 
swer it. 

Q.  How  could  you  credit  interest  on  the  funded  debt  to 
profit  and  loss  ?  A.  I  simply  said  that  you  have  done  so ; 
bow  you  have  done  it  is  a  matter  that  passes  my  comprehen- 
sion, I  acknowledge. 

Q.  Let  me  read  your  answer  :  "  There  was  about  $8,000, COO 
"  of  interest  charged  up  and  credited  on  the  Receiver's  book 
"  to  the  credit  of  profit  and  loss  ;"  I  ask  you,  as  an  expert, 
how  you  could  credit  interest  to  profit  and  loss  ?  A.  I  say 
that  you  have  done  so,  and  it  was  wrong  to  do  so  ;  I  have 
shown  you  your  own  figures  ;  you  don't  pretend  to 

By  the  Chaikman  : 

Q.  Your  answer  is  you  could  not  properly  do  it  ?     A.  Why, 
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yes,  of  course ;  that  is  what  I  refer  to ;  you  ask  me  how  it 
would  be  possible  to  do  it,  and  I  say  you  have  done  so,  and 
done  so  erroneously ;  that  is  the  only  answer  I  can  give  to 
that. 

By  Mr.  Little  : 

Q.  Didn't  you  state  just  now,  that  when  the  interest  on  the 
funded  debt  was  debited,  the  accrued  interest  and  the  interest 
coupon  account  were  credited  ?     A.  On  the  company's  book  ? 

Q.  Yes.     A.  This  is  the  Receiver's  ledger. 

Q.  How  then  could  the  profit  and  loss  account  be  credited? 
A.  I  say  that  is  for  you  to  answer  ;  you  have  told  me  that  you 
done  so — the  books  show  you  have  done  so  ;  why  did  you  do 
so?  I  say  it  is  very  wrong  to  do  it ;  that  is  the  point  at  issue ; 
you  cannot  ask  me  to  explain  your  errors. 

Q.  Was  any  of  this  interest  on  the  funded  debt  charged  on 
the  Receiver's  books  ?  A.  You  have  just  told  me  that  your 
charge  is  to  something  else,  and  I  have  been  trying  to  get  an 
explanation  from  you  ;  I  say  it  was  charged  on  the  Receiver's 
books  to  the  Erie  Railway  Company. 

Q.  Was  any  of  this  interest  on  the  funded  debt  charged  on 
the  Receiver's  books  ?  A.  I  don't  understand  the  question 
until  it  is  made  more  full ;  if  Mr.  Little  will  be  kind  enough  to 
ask  me  to  what  account,  if  any,  interest  was  charged,  I  shall 
be  able  to  give  what  I  think  is  a  proper  answer. 

Q.  Did  you  find  any  portion  of  the  interest  on  the  funded 
debt,  under  a  specified  title,  interest  on  funded  debt  charged 
on  Receiver's  books  ?     A.  No,  sir. 

Q.  Did  you  not  know  that  the  entire  interest  on  the  funded 
debt  was  charged  on  the  Erie  Company's  books  ?  A.  I  did,  I 
believed  that  it  was  from  an  inspection  of  the  trial  balance. 

Q.  Did  you  not  further  know  that  whatever  interest  the 
court  authorized  the  Receiver  to  pay,  was  charged  to  the  Erie 
Company  on  the  Receiver's  books  ?  A.  I  did — presumed  to 
be  so. 

Q.  And  credited  to  the  Receiver  on  the  company's  books  ? 
A.  Of  course  that  would  be  the  proper  way. 

Q.  Did  you  find  it  so  ?  A.  I  did  not  see  that  entry  ;  it 
would  be  proper  to  do  so,  however. 

Q.  Tou  have  testified  that  the  account  with  Hugh  J. 
Jewett,  Receiver,  on  the  company's  books,  and  the  account  of 
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the  Erie  Company  on  the  Receiver's  books,  were  in  balance  ? 
A.  Yes,  sir. 

Q.  Tell  the  Committee  if  you  can,  what  the  nature  of  these 
accounts  are  ?  A.  The  Erie  Company  in  its  ledger,  had  an  ac- 
count with  Hugh  J.  Jewett,  Eeceiver,  and  on  the  30th  of  Sep- 
tember, 1877,  it  acknowledged  that  it  owed  him  $4,586,1^4.43. 

Q.  What  was  the  nature  of  that  account  ?  A.  It  represent- 
ed the  transactions  between  the  road  and  the  Eeceiver,  and  in 
that  account  the  Receiver  would  be  charged  with  everything 
that  he  had  received  from  the  road,  and  would  be  credited 
with  everything  that  he  had  actually  paid  on  account  of  the 
road  ;  that  being  the  case  it  would  appear  that  he  had  expend- 
ed on  account  of  the  company  $4,586,000  more  than  he  had  re- 
ceived from  it ;  now  on  the  Receiver's  ledger  there  is  an  ac- 
count with  the  Erie  Railway  Company  in  which  the  Receiver 
charges  the  Erie  Railway  Company  with  having  paid  $4,586,- 
124.43  more  for  it  than  he  had  ever  received  from  it. 

Q.  If  the  Receiver  collected  any  money  due  the  Erie  Com- 
pany at  the  time  he  was  appointed  Receiver,  to  what  account 
would  you  have  credited  it  on  his  books  ?  A.  The  Erie  Rail- 
way Company. 

Q.  If  he  paid  any  of  the  liabilitiss  of  the  Erie  Railway  that 
existed  when  he  became  Receiver,  what  account  would  you 
have  debited  on  his  books?  A.  Charged  the  Erie  Railway 
Company. 

Q.  If  the  accrued  and  defaulted  interest  was  uot  funded  and 
formulated  into  bonds,  by  what  process  of  reasoning  or  book- 
keeping could  it  be  classed 'as  a  funded  debt?  A.  There  have 
been  legal  decisions  to  that  effect. 

Q.  Point  them  out?  A.  You  told  me — I  think  there  is  one 
in  the  court  room,  and  I  will  recall  to  your  memory  a  conver- 
sation you  and  I  had  respecting  that,  in  your  office,  and  I  said 
to  you  "  that  I  observed  you  have  not  reported " 

Mr.  Shipman — You  are  not  answering  the  question. 

The  Witness — He  asked  me  by  what  process  of  reasoning  I 
arrived  at  the  conclusion;  I  tell  him  that  there  have  been 
legal  decisions  to  that  effect. 

Q.  Where  are  they?  A.  I  was  told  there  would  be  one  in 
court  here,  and  I  was  going  to  say  you  told  me  that  that  was 
the  case. 

Q.  I  deny  that  I  told  you  anything  of  the  sort ;  if  the  ac- 
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crued  and  defaulted  interest  was  not  funded  or  formulated 
iuto  bonds,  by  what  process  of  reasoning  or  bookkeeping  could 
it  be  classed  as  a  funded  debt  ?  A.  It  is  not  a  question  of 
bookkeeping. 

Q.  Were  the  coupons,  in  point  of  fact,  funded  at  that  time  ? 
A.  Kepresented  by  bonds. 

Q.  Were  they  funded  into  bonds  at  tne  time  you  made  this 
examination  ?     A.  No,  sir. 

Q.  At  the  time  the  report  was  made  to  the  State?     A.  No. 

Q.  Then  how  could  you  call  it  iunded  debt'?  A.  Because, 
I  am  iufornied  that  legal  decisions  to  that  effect  have  been 
made. 

Q.  What  legal  decisions? 

Mr.  Steene— Ketchum  vs.  The  City  of  Buffalo,  14th  New 
York. 

The  Witness — If  you  will  allow  me  I  will  give  you  another 
answer  to  tnat ;  I  think  that  Webster  defines  a  funded  debt 
as  any  debt  the  interest  upon  which  has  been  secured  to  be 
paid ;  that  derivation  or  definition  I  think  has  been  practically 
in  effect  for  some  two  hundred  years. 

Q.  Is  there  a  Worcester's  Dictionary  here?  A.  Webster; 
in  1694  the  Bank  of  England  was  first  chartered  and  the  na- 
tional debt  of  Great  Britain  was  first  originated. 

Q.  We  don't  want  an  argument.  A.  I  am  giving  my  process 
of  reasoning  ;  you  asked  the  question,  and  I  will  answer  it ;  at 
that  time,  the  Government  of  Great  Britain  was  engaged  in  a 
war  with  France,  and  was  short  of  funds  ;  in  order  to  obtain  the 
funds,  it  started  a  scheme  under  Chancellor  Montague,  to  borrow 
the  sum  of  £1,200,000  sterling,  equal  to  about  six  million  of  our 
dollars  ;  in  consideration  of  that  money  being  raised,  the  Bank 
of  England  was  chartered,  and  special  privileges  given  to  the 
Bank  of  England  ;  the  money  so  borrowed  was  secured  to  be 
paid  by  the  public  revenues  of  the  Government ;  those  public 
revenues,  in  ordinary  parlance,  were  termed  "  funds ; "  that 
term  has  been  used  ever  since,  so  that  in  England  or  in  Great 
Britain,  where  a  person  owns  a  Government  bond,  he  is  said 
to  have  so  much  in  the  "  fund,"  and  Webster  no  doubt  derives 
his  definition  from  that ;  you  will  see,  then,  that,  if  this  in- 
terest is  secured  to  be  paid  by  the  revenues  of  the  road,  the 
interest  becoms  a  part  of  the  principal. 

Q.  Before  it  is  funded  ?     A.  Before  it  is  funded ;   that   is 
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the  very  point ;  it  has  always  been  a  part  of  it ;  funding  merely 
changes  its  shape. 

Q.  Don't  you  know  that  there  were  very  large  amounts  for 
discount  on  bonds  between  187^  and  1878,  that  did  not  enter 
into  the  cost  of  road  and  equipment  ?  A.  No,  sir,  I  didn't  ex- 
amine it. 

Q.  You  have  testified, on  this  point?  A.  I  think  not ;  let 
me  understand  your  question. 

Q.  Don't  you  know  that  there  were  very  large  amounts  for 
discount  on  bonds  between  1872  and  1878,  that  did  not  enter 
into  the  cost  of  the  road  and  equipment?  A.  I  presume  that 
there  was  of  course  ;  I  think  I  should  gather  that  from  an  in- 
spection of  the  trial  balance ;  the  various  entries  in  the  books 
I  did  not  examine  at  length,  because,  as  I  told  you,  I  had  very 
short  time  to  do  it. 

Q.  Do  you  know  whether  they  did  or  did  not  enter  in 
there  ?     A.  I  don't  think  I  have  testified  positively  to  that. 

Q.  Answer  the  question  ?     A.  Do  I  what  ? 

Q.  Do  you  know  or  do  you  not  know  whether  they  enter 
into  it  or  not  ?     A.  I  cannot  state  positively. 

Q.  Didn't  you  examine  the  balance  sheet  on  that  point  ? 
A.  The  balance  sheet,  I  think,  would  not  give  us  that  informa- 
tion. 

Q.  Did  you  examine  the  balance  sheet  on  that  point ;  did 
you  or  not  ?     A.  I  did  not. 

Q.  You  have  testified  as  to  what  you  consider  as  the  floating 
debt  of  the  Erie  Company?     A.  Yes,  sir. 

Q.  Did  you  find  any  account  under  that  specific  title  in  any 
ledger  of  the  Erie  Company  ?     A.'  No. 

Q.  Is  it  not  used  therefore,  as  a  generic  term  ?     A.  It  is. 

Q.  Have  you  looked  to  see  whether  the  New  York  Central 
&  Lake  Shore  road  reports  any  floating  debt  in  recent  years  ? 
A.  The  New  York  Central  &  Hudson  River  ? 

Q.  The  New  York  Central  &  Hudson  Eiver  Eailroad  and  the 
Lake  Shore  Eailway?  A.  I  don't  remember  as  to  the  Lake 
Shore,  but  with  regard  to  the  New  York  Central  &  Hudson 
Eiver,  it  has  reported  for  many  years  the  sum  of  $1,167  as  a 
floating  debt  which  is  brought  down  from  its  consolidation  with 
the  Hudson,  but  I  don't  remember  that  they  reported  any  other 
floating  debt. 

Q.  How  about   the  Lake  Shore?     A.  I  cannot   say  from 
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recollection,  about  the  Lake  Shore ;  I  have  not  directed  my 
attention  to  that  point. 

Q.  Don't  you  know  that  it  does  not  ?     A.  No,  I  do  not. 

Q.  Do  you  not  know  that  those  roads  must,  in  common  with 
the  Erie  Roads  have  large  liabilities  each  month,  which,  un- 
der your  theory,  should  be  reported  as  floating. debt?  A.  I 
do,  certainly. 

Q.  Why  do  you  suppose  the  State  Engineer  has  accepted 
these  accounts  for  so  many  years,  if  your  theory  is  a  correct 
one  ?     A.  Tou  are  asking  me  why  ? 

Q.  Yes.  A.  I  will  tell  you  ;  I  have  it  from  the  State  Engi- 
neer himself,  that  he  is  powerless  in  the  matter ;  that  is  why ;  I 
wrote  to  him  and  he  responded ;  I  have  the  letter. 

Q.  Has  it  ever  occurred  to  you  that  all  these  great  corpora- 
tions have  a  large  amount  of  current  liability  for  labor,  sup- 
plies and  traffic  balances,  etc.,  each  month,  as  well  as  a  large 
amount  of  current  assets,  to  meet  such  liabilities  ?  A.  I 
know  that  to  be  the  case. 

Q.  How,  then,  could  these  liabilities,  to  be  met  from  current 
assets,  be  designated  as  a  floating  debt  ?  A.  Because  the  lia- 
bilities are  one  thing  and  the  assets  are  another. 

Q.  Does  the  State  Engineer's  report  provide  any  table 
wherein  the  assets  can  be  shown?  A.  No,  that  is  another 
defect  of  the  law. 

Q.  Isn't  that  the  fault  of  the  law  and  the  form?  A.  That 
is,  undoubtedly  another  defect  in  the  law. 

Q.  Suppose  you  owed  your  tailor  for  the  suit  of  clothes  you 
are  now  wearing,  and  expected  to  pay  him  at  the  end  of  the 
month,  would  you  call  that  a  floating  debt  ?     A.  I  would. 

Q.  Suppose  you  were  to  give  him  your  note  for  three  months 
for  this  sum,  and  your  credit  was  good  enough  to  have  this 
note  discounted  at  the  bank,  what  kind  of  a  debt  would  you 
call  that  ?     A.  A  floating  debt. 

Q.  Both  would  be  floating?     A.  One  would  be  extinguished. 

Q.  Would  the  debt  be  paid  ?  A.  It  would  be  paid  when  I 
paid  my  note,  but  it  would  be  a  floating  debt. 

Q.  But  not  before  ?  A.  The  same  thing  in  a  different  form  ; 
instead  of  owing  the  tailor  I  owe  the  bank  who  discounted  my 
note. 

Q.  Would  you  put  those  two  classes]  of  debt  in  the  same 
category  ?     A.  I  would. 
116 


1016 

Q.  Why  ?    A.  Because  they  are  not  funded. 

Q.  Did  you  find  any  disagreement  between  the  floating  debt 
reported  to  the  State,  consisting  of  loans  and  bills  payable,  and 
the  amount  under  these  heads  in  the  books  of  the  Erie  Com- 
pany ?     A.  No,  sir,  they  were  correct ;  they  agreed. 

Q.  Did  you  find  any  disagreement  whatever,  between  the  re- 
port and  the  books  in  any  other  particular  ?  A.  Are  you 
speaking  of  the  floating  debt  now  ? 

Q.  No,  I  am  speaking  of  the  entire  reports ;  did  you  find 
any  disagreement  between  the  report  and  the  books  in  any 
other  particular  whatsoever  ?     A.  Than  what  ? 

Q.  Than  the  loans  and  bills  payable,  which  you  say  agree 
with  the  books  ?     A.  They  agreed  with  the  books. 

Q.  Did  you  find  any  disagreement  between  the  report  and 
the  books,  in  any  other  particular  whatsoever  ?  A.  The  funded 
debt  and  floating  debt  were  both  incorrectly  reported,  but  in 
no  other  particular,  as  I  ascertained. 

Q.  You  don't  answer  my  question ;  did  you  find  any  dis- 
agreement between  the  floating  debt  reported  to  the  State, 
consisting  of  loans  and  bills  payable,  and  the  amounts  under 
these  heads  in  the  books  ?     A.  No. 

Q.  Did  you  find  any  disagreement  between  the  report  and 
the  books  in  any  other  particular  ?     Yes,  sir. 

Q.  What  ?     A  Funded  debt. 

Q.  Wherein  did  they  disagree  ?  A.  In  the  fact  that  the  de- 
faulted and  accrued  interest  was  not  reported  to  the  State 
Engineer. 

Q.  In  the  funded  debt  ?     A.  Funded  debt. 

Q.  We  come  now,  to  the  account  in  the  State  report,  en- 
titled "  Earnings  and  Cash  Receipts  and  Payments  ;"  what,  in 
your  opinion,  is  the  scope  and  purpose  of  this  account?  A. 
The  intention  is  in  my  opinion,  to  cause  the  company  to  report 
in  full  all  its  earnings  and  what  it  has  paid  out  from  those 
earnings. 

Q.  Do  you  mean  to  say  that  it  should  report  all  its  earnings, 
whether  collected  or  not  ?  A.  The  law  is  full  on  that  point,  as 
I  understand  it. 

Q.  Will  you  answer  my  question  ?  A.  I  think  the  law  speci- 
fies both. 

Mr.  Shipman— Give  the  page  and  the  book  from  which  you 
quote  ?     A.  It  is  Subdivision  90,  of  Section  31,  of  the  Act  of 
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1850,  which  specifies  that  the  above  statement,  that  is,  referr- 
ing to  all  the  particular  statements  made,  including  the  total 
expenses  of  operating  the  road,  are  to  be  made,  without  refer- 
ence to  the  sums  actually  received  or  paid  during  the  year ;  it 
goes  on  to  state  that  the  following  statements  and  earnings  of 
the  cash  receipts  and  payments  are  required ;  91  says  from 
passengers,  92  from  freight,  and  93  from  other  sources  ;  Sec- 
tion 94  states  that  the  above  is  to  be  stated  without  reference 
to  the  amount  actually  collected  ;  so  it  appears  that  both  are 
to  be  stated,  both  the  amount  earned  and  the  cash  receipts 
and  payments. 

By  Mr.  Sterne  : 

Q.  Have  you  before  you,  the  interpretation  of  the  State  En- 
gineer and  Surveyor,  as  to  the  meaning  of  the  law  in  that 
particular  ?     A.  I  suppose  this  is  what  you  intend  by  that  ? 

By  Mr.  Shipman  : 

Q.  What  is  the  date  of  that  paper?     A.  October  25th,  1878, 

[Becess.J 
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Q.  Do  you  mean  to  say  that  it  should  .report  all  its  earnings 
whether  collected  or  not  ?     A.  I  do. 

Q.  Well,  how  about  expenses,  Mr.  Bobertson  ;  do  you  mean 
to  say  that  it  should  report  all  the  expenses,  whether  paid  or 
not  ?     A.  No ;  will  you  state  the  last  question  again  ? 

Q.  Do  you  mean  to  say  that  it  should  report  all  the  expenses, 
whether  paid  or  not  ?     A.   Yes. 

Q.  Do  you  change  your  answer?  A.  Yes,  the  expenses  of 
operating  the  road  are  to  be  paid. 

Q.  You  change  your  answer  from  "  No"  to  "Yes?"  A.  I 
do,  from  "  No  "  to  "  Yes." 

Q.  Now,  Mr.  Bobertson,  if  all  the  expenses  should  be  stated 
whether  paid  or  not,  why  should  not  all  the  interest  charge- 
able to  the  revenues  of  that  year,  be  also  stated  whether  paid 
or  not  ?     A.  Well,  the  law  provides  in  Subdivision  b9  of  this 
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section,  that  the  total  expenses  of  operating  the  road  shall 
be  reported ;  of  course  that  refers  only  to  the  operating  ex- 
penses, of  which  the  interest  forms  no  part.  The  following 
Subdivision  90,  goes  on  to  say,  that  these  statements  are  to  be 
made  without  reference  to  the  sums  actually  received  or  paid 
during  the  year.  Subdivision  No.  99,  which  follows  the  others, 
states  that  you  are  to  report  the  payments  for  interest ;  now  a 
payment  is  an  accomplished  fact,  of  course. 

Q.  Isn't  it  all  classified  under  the  head  of  payments  other 
than  for  construction,  of  interest,  as  well  as  the  transportation 
expenses  ?  A.  There  appears  to  be  two  divisions  here  ;  the  ex- 
penses of  maintaining  the  road,  and  of  real  estate  of  the  cor- 
poration are  embraced  in  the  subdivisions  from  56  to  89  as  I 
understand  it ;  then  comes  another  statement,  No.  90,  which 
states  that  the  preceding  statements  are  to  be  made  without 
reference  to  the  sums  actually  received,  or  paid  during  the  year, 
and  is  followed  by  the  requirement  that  the  following  statements 
of  the  earnings  and  cash  receipts,  and  payments  are  required. 
This  matter  of  interest  is  in  the  category  of  the  earnings  and 
cash  receipts,  and  cash  payments. 

Q.  Now,  if  the  transportation  expenses  are  to  be  stated  whe- 
ther paid  or  not,  isn't  it  reasonable  to  suppose  that  the  inter- 
est must  be  stated  whether  paid  or  not  ?  A.  I  don't  find  this 
item  that  you  speak  of — this  classification  of  payments  other 
than  for  the  construction  ;  where  is  it  ? 

Q.  Here  is  the  form  itself,  that  is  the  official  form  (showing 
paper  to  witness.)  A.  I  have  never  seen  this  ;  I  was  speaking 
of  the  requirements  of  the  law  ;  this  Subdivision  No.  99,  re- 
quiring a  report  of  payment  for  interest  is  taken  out,  as  I  un- 
derstand it,  from  the  list  of  expenses  that  are  to  be  stated  with- 
out reference  to  the  amount  actually  received  and  paid  during 
the  year  ;  it  is  separated  from  it  by  entering  upon  a  new  class. 

Mr.  Shipman — You  don't  quite  answer  the  question. 

Q.  Under  the  head  of  payments  other  than  for  construction 
or  transportation  expenses,  would  the  interest  be  classified  un- 
der that  head  ?  now,  if  the  transportation  expenses  are  to  be 
stated,  whether  paid  or  not,  isn't  it  reasonable  to  suppose  that 
the  interest  must  be  stated,  whether  paid  or  not  ?     A.  No. 

Mr.  Shipman — Very  well;  that  is  an  answer.  Tou  can  ex- 
plain your  answer. 

The  Witness — Tou  wished  to  have  me  answer  yes  or  no.     I 
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have  been  endeavoring  to,  but  you  stopped  me  ;  my  construc- 
tion of  the  law  is  that  the  payment  for  interest  is  taken  out — 
specifically  excluded  from  those  payments  that  are  required  to 
be  reported. 

Q.  What  is  specifically  excluded  do  you  say  ?  A.  The 
total  expenses  of  operating  the  road ;  now,  interest  is  not  an 
expense  of  operating  the  road ;  everything  down  to,  I  say,  the 
total  expenses,  by  which  you  mean  transportation  expenses, 
subdivided,  of  course,  as  you  do  subdivide  them — the  total  ex- 
penses of  operating  the  road  which  are  embraced  in  the  sub- 
divisions from  56  to  89  inclusive — all  those  statements  are 
to  be  made  without  reference  to  the  sums  actually  received 
or  r>aid  during  the  year,  but  the  question  of  interest  is  specifi- 
cally excluded  from  that  list;  here  it  is  plainly  designated 
that  certain  expenses,  of  which  interest  is  not  one,  shall  be 
reported,  whether  they  are  paid  or  not. 

Q.  Isn't  the  account  of  interest  under  the  head  there  of 
payments  other  than  for  construction  ?  A.  Where — in  the  law  ? 

Q.  In  the  official  form.     A.  Yes,  it  is. 

Q.  Isn't  transportation  expenses  under  that  head  ?  A.  Yes, 
it  is. 

Q.  Well,  do  you  think  it  means  that  the  transportation  ex- 
penses shall  be  actually  paid  ?  A.  No  ;  because  the  law  says 
not ;  I  have  been  endeavoring  to  explain  that. 

Q.  Does  the  law  say  so,  or  does  that  form  say  so,  or  both  ? 
A.  The  law  says  so  ;  the  total  expense  of  operating  the  road 
in  Subdivision  89 — those  are  the  exact  words. 

Q.  Well,  why  did  you  suppose  that  they  would  insist  on 
having  the  transportation  expenses  reported  whether  paid 
or  not  and  not  the  interest  whether  paid  or  not?  A.  Well, 
the  two  items  are  as  different  in  character  as  possibly  can 
be  ;  there  is  no  similarity  between  them  ;  they  don't  bear 
any  resemblance ;  they  arise  from  different  causes ;  the  in- 
terest is  a  totally  different  matter  from  the  expenses  of  oper- 
ating the  road,  and  the  framers  of  the  law  seemed  to  have 
recognized  that  fact  very  plainly  in  separating  it,  and  making 
a  special  provision. 

Q.  What  would  be  the  effect  of  leaving  out  of  that  account 
to  the  State  Engineer  that  portion  of  the  interest  that  was  un- 
paid for  the  year  for  which  we  are  reporting — that  was  actually 
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unpaid  ;  what  would  be  its  effect  ?     A.  It  would  leave  it  un- 
reported ;  that  is  all. 

Q.  Would   it  have  no  other  effect  ?     A.  Now,  let  me  ask 
you- 


Q.  No  ;  answer  my  question ;  I  don't  want  to  discuss  this 
thing.  A.  I  can  only  answer  by  saying  that  it  would  not  show 
an  amount  of  interest  due  ;  the  law  does  not  seem  to  require 
that. 

Q.  "Wouldn't  it  show  a  very  large  surplus  revenue  that  did  not 
exist?  A.  Well,  sir,  I  don't  think  that  it  would,  because  the 
law  requires  that  you  shall  report  your  surplus  revenue,  what- 
ever it  may  be. 

Q.  That  would  be  the  surplus  revenue  ?  A.  Oh,  no ;  you 
arrive  at  your  surplus  revenue  by  a  very  different  method. 

Q.  What  is  that  account  which  we  are  discussing  ;  what  do 
you  call  it  ?     A.  The  interest. 

Q.  In  the  whole  account  ?  A.  It  is  a  report  of  sundry  ex- 
penses of  running  a  road. 

Q.  Isn't  it  a  profit  and  loss  account  of  the  company  for  that 
year  ?     A.  No. 

Q.  What  is  it  then  ?     A.  The  law  doesn't  ask  that. 

Q.  What  is  the  account,  in  your  judgment  ?  A.  Simply  what 
the  details  call  for. 

Q.  No ;  what  is  the  account  in  your  judgment ;  do  you 
think  that  it  means  that  it  is  earnings,  and  cash  receipts,  and 
payments — do  you  think  it  is  what  it  says  it  is  ?  A.  I  should 
read  it  so. 

Q.  That  it  is  the  receipts  ?  A.  You  are  called  upon  there 
to  report  your  receipts,  whether  you  have  actually  received  the 
cash  for  them  or  not. 


By  Mr.  Steene  : 

Q.  How  do  you  explain  that?  A.  The  gross  receipts  the 
company  has  reported  to  it  by  its  agents  constantly,  and  par- 
ticularly at  the  end  of  the  month,  and  more  particularly  at  the 
end  of  the  fiscal  year,  everything  that  is  due  the  company  as  a 
matter  of  earnings  ;  it  makes  an  entry  of  that  upon  its  books, 
and  so  knows  what  is  the  amount  earned,  although  it  may  not 
actually  be  received  in  cash ;  but  that  amount  you  will  under- 
stand is  represented  by  the  account  they  call  agents'  balances  ; 
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you  will  find  it  in  the  trial  balances ;  these  amounts  are  due 
from  conductors  and  local  agents,  and  all  the  rest ;  the  record 
is  full  in  that  respect ;  but  this  account  of  profit  and  loss  is  ar- 
rived at  in  a  totally  difierent  way,  and  is  provided  for  by  law  ; 
the  law  says  you  shall  report  the  total  amount  of  surplus  at 
the  end  of  the  year. 

By  Mr.  Little  : 

Q.  Do  you  consider  receipts  and  earnings  synonymous 
terms  ?     A.  No,  sir  ;  they  are  opposite  terms. 

Q.  Very  well ;  now  we  get  a  car  of  flour  from  Chicago,  and 
we  collect  the  entire  charges  from  Chicago  to  New  York  on 
that  car  of  flour,  and  it  goes  into  our  receipts,  and  we  settle 
with  the  Lake  Shore  Road,  if  you  please,  from  Buffalo  west  to 
Chicago  ;  now,  is  that  our  earnings — the  Lake  Shore  portion 
of  it  ?  A.  No,  sir ;  certainly  not ;  you  owe  the  Lake  Shore 
Road  for  so  much  of  the  gross  earnings. 

Q.  Then  our  receipts  are  not  our  earnings  ?  A.  They  are  a 
portion  of  them  earnings,  and  you  open  an  account  and  credit 
them. 

Q.  But  only  a  portion  ;  I  don't  think  you  quite  answer  my 
question  about  what  effect  it  would  have  if  only  a  portion  of 
the  interest  was  charged. 

Mr.  Stebne — Do  you  mean  charged,  or  reported  to  the  State 
Engineer  ? 

Mr.  Little — I  mean  reported  to  the  State  Engineer. 

The  Witness— Now,  if  you  will  be  kind  enough  to  say  effect 
upon  whom  or  where,  or  something  of  that  kind,  so  that  I  can 
be  specific  in  that  answer,  I  would  be  very  glad. 

Q.  What  effect  on  the  balance  of  the  account  would  it  have  ? 
A.  On  the  balance  of  what  account ;  there  is  no  account  stated 
here. 

Q.  There  is  an  account  stated  there — earnings  and  cash  re- 
ceipts' and  payments  (handing  witness  a  report  where  the 
account  is  made  out) ;  there  is  a  report  for  interest  on  the 
funded  debt  $2,538,000  ;  now  instead  of  reporting  that  amount, 
if  we  had  only  reported  what  was  actually  paid,  what  effect 
would  it  have  had  on  the  balance  of  that  account ;  wouldn't  it 
have  changed  the  result  ?     A.  Most  undoubtedly. 

Q.  From  a  deficit  to  a  very  large  surplus  ?  A.  I  should  like 
to  see  what  account  it  is — if  it  is  required  by  the  law — what  it 
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means ;  of  course,  if  you  are  making  up  a  statement,  an 
account  of  what  the  profit  or  loss  of  the  transactions  of  the 
year  for  the  company  may  be,  if  you  don't  include  everything 
that  is  due  for  interest  as  well  as  what  has  been  paid  in  cash, 
you  produce  a  wrong  effect  upon  the  balance,  whatever  it 
may  be. 

Q.  It  would  be  wholly  deceptive  and  misleading,  wouldn't 
it  ?     A.  In  a  profit  and  loss  account,  certainly. 

Q.  Isn't  that  a  profit  and  loss  account  ?  A.  This  account 
certainly  appears  to  be  a  statement  of  the  loss  arising  from  the 
operations  of  the  road,  if  I  understand  it  correctly,  for  the  31st 
of  May,  1878  ;  and  in  that  account,  most  undoubtedly,  if  you 
had  suppressed  or  omitted  any  amount  due  by  the  company 
which  was  not  paid,  it  of  course  would  produce 

Q.  Then  you  admit  that  the  interest  should  be  charged  in 
that  account  whether  paid  or  not?     A.  In  this  account  ? 

Q.  Isn't  it  substantially  a  profit  and  loss  account  ?  A.  That 
account  is,  most  undoubtedly ;  there  is  no  question  about  that ; 
an  account,  I  suppose,  which  would  contain  the  particulars 
from  your  books. 

Q.  Now,  on  your  theory  that  the  payments  alone  should  be 
included  in  that  account  of  interest,  has  it  ever  occurred  to 
you  that  large  amounts  of  interest  are  carried  over  from  one 
year  to  another  ?  A.  I  know  it  perfectly  well ;  all  accrued  in- 
terest is ;  that  is  my  practical  experience,  for  a  great  many 
years;  I  know  it  perfectly  well — as  well  as  I  do  anything. 

Q.  Well,  if  we  had  paid  interest  in  this  year  for  the  interest 
due  from  previous  years,  how  would  that  represent  the  true 
profit  and  loss  account  ?  A.  It  would  not  have  represented  it 
truly  for  that  year ;  certainly  not. 

Q.  Is  there  any  pretense  set  up  by  the  Erie  Company  that 
it  had  paid  the  entire  interest  there  charged  for  any  one  year 
— that  it  had  actually  paid  what  was  there  charged  for  any  one 
year  ?     A.  I  should  say  decidedly  that  there  was. 

Q.  How?     A.  It  is  charged  in  the  reports  as  I  road  them. 

Mr.  Stebne— Take  the  report  for  76  or  77. 

The  Witness — For  1877 ;  I  gave  more  particular  attention 
to  that;  I  think  that  the  language  of  this  report  is  certainly 
susceptible  of  no  other  construction  than  that ;  now,  on  page 
17  of  this  report,  it  is  headed  :  "  Payments  other  than  for  con- 
struction." 
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Q.  But  you  have  admitted  just  now  that  that  account  should 
include  the  interest  whether  paid  or  not?  A.  Oh,  no  ;  I 
haven't  at  all. 

Q.  You  have  read  the  testimony  ?  A.  That  is  confined  to 
the  profit  and  loss  account. 

Q.  That  is  a  profit  and  loss  account  ?  A.  No,  sir  ;  that  is 
just  where  we  differ. 

Q.  You  have  admitted  that  it  is  a  profit  and  loss  account  ? 
A.  No,  sir ;  the  statement  you  have  made  up  is  a  profit  and 
loss  account. 

Q.  That  is  the  same.     A.  Oh,  no. 

Q.  Precisely  the  same.  A.  You  can't  make  me  believe  that 
where  a  balance  is  struck. 

Q.  Isn't  there  a  balance  struck  there  ?     A.  Where  ? 

Q.  Read  on  to  the  end.     A.  I  don't  see  it. 

Q.  Let  me  have  it.     A.  There  is  a  balance  struck  here. 

Q.  Isn't  it  the  same  ?     A.  It  is,  substantially. 

Q.  The  accounts  are  substantially  the  same?  A.  They 
are  so  far  as  that  goes. 

Q.  Then  you  admit  that  there  was  no  such  pretense  set  up  ? 
A.  No  ;  I  don't  at  all. 

Q.  Well,  answer  my  question?  A.  I  say  that  this  is  a 
pretense  that  it  was  paid,  and  it  is  so  stated  in  plain  terms — 
payments  other  than  for  construction. 

Q.  Read  to  the  end  of  that  and  see  what  the  balance  is  ? 
A.  I  understand  that ;  there  is  a  balance  here,  or  deficit,  of 
$381,084.54. 

Q.  Or  a  debit  to  profit  and  loss?  A.  Yes,  you  may  call  it 
so. 

Q.  Did  no*-  the  balance  sheets  to  which  you  had  access,  and 
copies  of  which  yon  took,  completely  refute  the  idea  that  it 
meant  payments  and  show  succinctly  the  amount  of  interest 
that  was  unpaid  at  the  end  of  each  and  every  year?  A.  A 
portion  of  them  did,  sir ;  in  one  place  they  did  and  in  other 
places  they  did  not. 

Q.  In  what  places  did  they  not  ?  A.  In  the  item  that  we 
have  been  talking  about  in  which  the  interest  is  charged  up 
and  credited  to  profit  and  loss. 

Q.  What  item?     A.  $d,864,000. 

Q.  What  was  credited  when  the  interest  was  debited  ?  A. 
Profit  and  loss, 
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Q.  Then  what  was  debited  when  the  interest  accrued  ac- 
count and  coupon  accounts  were  credited  ?  A.  The  Erie  Rail- 
way Company,  if  I  can  get  you  to  admit  that. 

Q.  Do  you  consider  the  heading  of  that  account  a  misnomer 
— earnings  and  cash  receipts  and  payments- — particularly  cash 
receipts  and  payments?  A.  I  have  never  given  any  particular 
attention  to  it ;  do  you  mean  on  page  16  ? 

Q.  I  think  that  is  the  page ;  take  cash  receipts  and  pay- 
ments, are  they  misnomers  or  are  they  not?  A.  I  really 
couldn't  say,  sir. 

Q.  Well,  what  is  your  opinion?  A.  This  statement  is  made 
up  I  suppose  by  yourself,  and  from  reading  it  I  should  gather 
that  the  earnings — total  earnings  were  $14,708,889.92,  and  that 
the  receipts  from  the  Erie  Railway  proper  were  precisely  the 
same  amount— so  stated  here  ;  whether  it  was  the  fact  or  not 
I  have  no  means  of  knowing  and  consequently  cannot  say 
whether  it  is  a  misnomer  or  not ;  the  fact  of  its  being  a  mis- 
nomer would  depend  entirely  upon  the  fact  of  its  being  true 
that  all  the  earnings  were  collected. 

Q.  If  it  is  a  profit  and  loss  account  isn't  the  title  receipts 
and  payments  a  misnomer  ?  or  I  will  put  the  question  in  an- 
other way :  if  it  is  a  profit  and  loss  account,  and  the  earnings 
should  be  reported  whether  collected  or  not,  the  expenses  and 
other  charges  should  be  reported  whether  paid  or  not,  isn't  it  a 
misnomer—  those  two  terms  receipts  and  payments  ?  A.  I  beg 
your  pardon  ;  repeat  the  question. 

Q.  I  will  repeat  the  question  again ;  if  it  is  a  profit  and  loss 
account  and  the  earnings  should  be  reported  whether  collect' 
ed  or  not,  and  the  expenses  and  other  charges  to  the  revenue  for 
the  year  should  be  reported  whether  paid  or  not,  are  not  the 
two  terms  receipts  and  payments  a  misnomer  ?  A.  I  should 
say  they  were,  because  a  part  of  the  money  is  not  received  and 
part  of  it  perhaps  may  not  be  paid  ;  you  are  proceeding  in  this 
whole  matter  as  if  the  law  required  you  to  make  a  profit  and 
loss  account ;  my  answers  are  based  upon  that  assumption  of 
course  upon  your  part. 

Q.  If  there  is  anything  misleading  in  that  report  is  it  not 
the  fault  of  the  form  of  the  report,  and  not  the  substance  of 
anything  that  is  reported  ?     A.  Well,  I  can't 

Q.  Well,  answer  yes  or  no  ?  A.  That  depends  entirely,  sir, 
upon  I  must  qualify  my  answer  if  I  am  to  give  an  intel- 


1025 

ligent  answer ;  I  don't  think  that  the  interest  here  that  is 
charged  as  having  been  paid  should  have  been  charged  as 
having  been  paid,  because  I  don't  think  the  law  requires  or  asks 
for  a  profit  and  loss  account  at  the  hands  of  the  company  in 
this  shape  ;  I  have  never  seen  it  in  the  law  ;  now,  sir,  the  de- 
tached question  which  you  are  asking  me  proceeds  upon  your 

assumption  that  the  law  

Q.  They  are  not  detached  at  all.     A.  You  start  out 


Q.  I  want  an  answer  to  my  question,  not  an  argument?  A. 
I  must  give  it  in  my  owu  way  or  else  I  can't  give  it  all ;  all 
your  questions  to  me  are  based  upon  the  assumption  that  the 
law  has  called  for  a  profit  and  loss  account  from  the  com- 
panies ;  now,  there  is  nothing  in  the  law  to  warrant  that  as 
sumption,  that  I  can  find  ;  you  ask  me  then  what  effect  either 
the  omission  or  putting  in  certain  entries  would  have  upon 
this  assumed  profit  and  loss  statement. 

Q.  No,  it  is  not  assumed  ;  I  ask  you  if  that  is  not  substan- 
tially a  profit  and  loss  account  ?  A.  It  is,  undoubtedly,  but  it 
is  quite  another  thing  whether  the  law  asks  you  to  make  it ;  I 
am  talking  about  that ;  it  is  a  difficult  way  of  putting  a  thing  ; 
of  course  I  understand  what  profit  and  loss  account  means, 
but  whether  the  company  is  called  upon  by  the  law  to  make  a 
profit  and  loss  account  and  say  what  it  is,  or  whether  the  law 
means  just  what  it  states,  are  two  different  things. 

Q.  Is  there  anything,  to  your  knowledge,  in  our  reports  to 
the  State,  that  don't  agree  with  the  books  ?  A.  Yes,  all  this 
pa)  ment  of  defaulted  interest  does  not  agree  with  the  books 
as  having  been  a  cash  payment ;  the  money  was  not  paid,  as 
you  observe. 

Q.  But  you  have  testified  that  we  were  bound  to  report  it 
whether  it  was  paid  or  not  ?  A.  Very  well,  that  is  an  assump- 
tion which  you  make  ;  I  don't ;  that  is  again  upon  an  assump- 
tion of  your  profit  and  loss. 

Q.  I  am  going  upon  that  assumption  ?  A.  Very  well,  that 
is  an  assumption. 

Q.  On  that  assumption  that  that  is  a  profit  and  loss  account, 
do  you  find  anything  in  these  reports,  or  have  you  found 
anything  that  disagrees  with  the  books  in  any  particular 
whatever?  A.  Yes,  sir  ;  if  you  mean  to  say  that  that  is  a  cash 
payment  on  the  profit  and  loss  account. 

Q.  I  say  on  that  assumption   that  it  is  a  profit  and  loss 
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account ;  do  you  find  anything  in  that  report  that  disagrees 
with  our  books,  or  in  any  report  that  we  have  made  since 
1874?  A.  Most  undoubtedly,  there  are  statements  here  that 
you  have  paid  a  certain  amount  of  interest. 

Q.  On  the  assumption  that  it  is  a  profit  and  loss  account ;  I 
ask  you  if  you  have  found  anything  that  disagrees  with  the 
books  ?  A.  On  the  assumption  that  it  is  a  profit  and  loss 
account,  I  should  suppose  not. 

Q.  Is  not  the  whole  obscurity  of  which  you  speak  the  fault 
of  the  form  itself  and  of  the  law,  and  not  of  the  railroads  who 
are  obliged  to  conform  to  it  ?  A.  To  a  certain  extent  it  is,  in 
my  opinion. 

Q.  To  what  extent  ?  A.  To  a  great  extent,  but  not  to  an 
extent  to  cover  any  charges  of  interest  made  by  you  as  having 
been  paid  in  cash  ;  there  is  just  the  simple  point. 

Q.  On  the  assumption  that  it  is  a  profit  and  loss  account — 
let  us  get  back  to  first  principles — I  mean  to  ask  is  not  this 
whole  obscurity  the  fault  of  the  form  itself  and  not  of  the 
railroads,  who  are  obliged  to  conform  to  it  ?  A.  If  you 
assume  that  the  State  has  required  from  you  a  profit  and  loss 
account. 

Q.  On  the  assumption  that  that  is  a  profit  and  loss  account, 
is  not  this  whole  obscurity  the  fault  of  the  law  and  the  form 
itself  and  not  of  the  railroads  who  are  obliged  to  conform  to  it  ? 
A.  On  that  assumption  I  should  say  that  it  was. 

Q.  Have  you  ever  reflected  on  the  vast  difference  there  is 
between  the  business  of  the  railroads  when  that  law  was  en- 
acted and  their  business  now  ?     A.  I  have. 

Q.   There  is  a  very  large  difference  ?     A.  Very  large. 

Q.  And  in  their  methods  of  doing  business  ?     A.  Probably. 

^.  Do  you  suppose  there  was  any  through  system  of  tickets 
and  billing  then  as  now  ?     A.  I  imagine  not. 

Q.  Was  not  their  earnings  and  expenses  then  synonymous 
with  their  receipts  and  disbursements  ?  A.  That  I  could  not 
give  an  opinion  upon  at  all. 

Q.  Do  you  imagine  they  charged  any  expenses  until  they 
were  actually  paid,  or  credited  any  earnings  until  they  were 
actually  collected  ?  A.  I  have  no  means  of  forming  an  opinion 
upon  that. 

Q.  "Well,  carry  yourself  back  to  1850  ?  A.  I  hare  no  data 
to  go  upon — nothing  to  form  an  opinion  upon. 
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Q.  Ton  have  a  general  idea,  haven't  you  ?  A.  Of  what  ? 
Q.  You  have  a  general  idea  whether  that  would  be  the 
practice  in  bookkeeping  or  not ;  you  have  a  general  idea 
whether  there  was  any  through  system  of  tickets  and  billing 
then  as  now  ?  A.  Oh,  no ;  I  don't  imagine  there  was  ;  I  know 
something  about  railroad  traffic  generally. 

Q.  Don't  you  think  they  bought  their  supplies  as  they  re- 
quired them,  and  charged  them  into  the  expenses  when  they 
bought  them  ?  A.  I  suppose  they  would  always  have  a  sur- 
plus of  supplies  on  hand  in  buying  as  they  do  now  ;  they  would 
be  obliged  always  to  keep  a  certain  amount  on  hand  for  repairs, 
of  course  ;  perhaps  not  to  so  great  an  extent  as  now. 

Q.  Do  you  suppose  such  a  system  would  be  possible  now  with 
all  our  connections  and  ramifications,  and  through  tickets  and 
billing  arrangements  ?  A.  I  know  that  the  system  is  very  much 
more  complicated  now,  necessarily. 

Q.  Do  you  think  we  could  keep  our  earnings  and  expenses 
on  such  a  basis  as  that  at  the  present  time  ?  A.  How  do  you 
mean — so  as  to  arrive  monthly  at  a  correct  knowledge  of  your 
condition  ? 

Q.  Do  you  think  that  we  could  wait  to  credit  our  earnings 
until  we  had  collected  them,  or  to  charge  our  expenses  until 
we  paid  them?  A.  The  present  is  of  course  much  the  better 
way,  and  I  suppose,  it  is  an  improvement  upon  the  old  system. 

Q  Will  you  swear  that  any  of  the  facts  or  figures  in  any  of 
our  reports  from  187A  to  the  present  time,  are  in  themselves 
misleading  or  incorrect  in  any  particular,  or  not  in  accordance 
•with  the  books  as  far  as  you  have  examined  such  books  ?  A. 
I  will  swear  that  I  was  very  much  misled  myself  by  reading 
this  report. 

Q.  How  misled?  A.  I  supposed,  when  I  first  saw  that  re- 
port, when  it  was  first  put  in  my  hands,  not  knowing  or  think- 
ing of  the  condition  of  the  road,  and  not  knowing  anything 
of  the  particulars  of  this  default,  I  supposed  that  what  was 
put  down  there  under  the  head  of  "  cash  payments,"  say  for  in- 
terest, had  been  paid. 

Q.  Were  you  not  misled  by  the  form  of  the  report  itself,  and 
by  your  incapacity  to  understand  the  figures?  A.  There  is  a 
plain  statement  there  that  so  much  money  had  been  paid  for 
interest. 

Q.  Answer  my  question,  won't  you ;  were  you  not  misled  by 
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the  report  itself,  and  by  your  incapacity  to  understand  the 
books  and  papers  put  before  you  ?  A.  This  report  only  was 
put  before  me,  and  it  was  misleading. 

Q.  The  books  were  before  you  ?     A.  No. 

Q.  You  admit  that  you  were  two  weeks  in  the  office  ?  A.  I 
am  speaking  now  of  the  impression  I  received  from  reading 
that  report  before  I  saw  your  books. 

Q.  Very  well,  then  ;  were  you  not  misled  by  the  form  of  the 
report?     A.  No  ;  by  the  statement  of  the  fact. 

Q.  Not  by  the  form  of  tlie  report?     A.  No  ;.  I  think  not. 

Q.  Well,  what  misled  you?  A.  The  statement  that  so  much 
money  had  been  paid  for  interest. 

Q.  Wasn't  that  the  fault  of  the  form  ?  A.  It  is  in  the  form, 
certainly. 

Q.  Now,  will  you  please  tell  the  Committee  what  possible 
connection  the  account  with  Hugh  J.  Jewett,  Receiver,  on  the 
company's  books,  and  tbeaccountof  the  Erie  Railway  Company 
on  the  Receiver's  books,  has  with  the  profit  and  loss  account ; 
explain  it,  please  ?  A.  Well,  I  will ;  there  is  a  credit  to  profit 
and  loss  account  on  the  Receiver's  ledger  of  six  millions  and 
some  odd  dollars. 

Q.  I  am  not  asking  you  that ;  I  am  asking  you  to  connect 
the  two  accounts  ?  A.  I  am  going  to  ;  that  is  what  I  want  to 
do  ;  and  in  that  same  trial  balance  there  is  a  debit  to  the  Erie 
Railway  Company — this  is  on  the  Receiver's  ledger — of 
$4,586,124.43. 

Q.  What  is  that  debit  for  ?     A.  For  interest. 

Q.  How  do  you  know  ?    A.  I  have  it  in  your  own  statement. 

Q.  Point  it  out.  A.  The  statement  that  I  showed  you  that 
you  had  charged  up  and  credited  to  profit  and  loss,'  some 
$8,000,00  •  of  interest. 

Q.  Charged  what?     A.  The  Erie  Railway. 

Q.  Interest  on  the  funded  debt?  A.  On  the  Receiver's 
ledger. 

Q.  Do  you  think  that  is  what  was  charged  ?     A.  I  do. 

Q.  Have  you  examined  the  books  sufficiently  to  be  able  to 
tell  ?     A.  You  gave  me  this  as  a  statement  to  that  effect. 

Q.  No  ;  I  want  an  answer  to  my  question  ;  what  comprises 
that  debit  of  $4,000,000  to  the  Erie  Railway  on  the  Receiver's 
book*  ?  A.  I  don't  know  all  the  items  ;  I  infer  from  your  state- 
ment here  that  the  interest  is  part  of  it. 


1029 

Q.  Is  there  any  part  of  it  interest?  A.  That  is  for  you  to 
say  ;  I  have  not  the  particulars. 

Q.  Do  you  know  ?  A.  I  don't  know  at  all ;  you  have  given 
me  that  statement,  have  you  not ;  are  those  not  your  figures  ? 

Q.  Those  are  not  headed.  A.  Well,  the  books  will  show ' 
you  told  me  this  had  been  charged  up  to  the  Erie  Eailway 
•and  credited  to  profit  and  loss,  with  interest. 

Q.  Well,  I  won't  discuss  that  with  you  now  ;  your  memory 
is  defective '?  A.  Perhaps  so ;  the  books  will  show  ;  do  you 
want  me  to  connect  that  ? 

Q.  Tes  ;  connect  it  ?  A.  Now,  then,  the  Erie  Eailway  has 
a  debit  balance  here  on  the  Receiver's  ledger  of  $4,586,124.43; 
on  the  Erie  ledger  proper  the  Receiver  is  credited  with  the 
same  amount,  $4,586,124.43. 

Q.  And  you  think  it  has  some  direct  connection  with  the 
profit  and  loss  account  ?     A.  On  the  Erie  books  ? 

Q.  Yes ;  you  think  this  account  to  which  you  were  testify- 
ing has  some  direct  connection  with  the  profit  and  loss  ac- 
count ?  A.  I  know  it  has  ;  that  is,  if  your  statement  be  true — 
your  figures. 

Q.  Never  mind  my  statement ;  answer  my  question ;  }ou 
think  it  has  a  direct  connection  ?  A.  I  know  it  has  from  your 
statement. 

Q.  Would  you  have  opened  a  new  set  of  books  for  the  Re- 
ceiver when  he  was  appointed?     A.  I  would. 

(^.  There  was  a  cash  balance  on  hand  when  the  Receiver 
took  possession :  what  entry  would  you  have  made  on  his 
books  of  that  balance  ?  A.  Cash  debtor  to  Erie  Railway  Com- 
pany for  balance  account  transfer. 

A.  What  entry  on  the  company's  books  ?  A.  Hugh  J.  Jewett, 
Receiver,  debtor  to  cash,  transferred  thi3  day. 

Q.  Do  you  know  that  there  were  large  liabilities  on  the 
company's  books  when  the  Receiver  was  appointed,  that  he 
was  authorized  by  the  court  to  discharge?  A.  Not  of  my 
own  personal  knowledge. 

Q.  Well,  by  general  knowledge  ?     A.  I  suppose  so. 

Q.  Didn't  you  examine  the  balance  sheets  on  that  poiut  ? 
A.  Not  particularly,  but  I  supposed,  of  course,  there  would  be. 

Q.  Did  you  find  any  liabilities  on  the  balance  sheets  you 
did  examine  ?  A,  I  didn't  examine  them  with  reference  to  that 
subject, 
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Q.  Now,  when  he  paid  these  liabilities,  what  entry  would  he 
make  on  his  books?     A.  He  would  charge  the  Erie  Railway. 
Q.  And  credit  what  ?     A.  Cash,  if  he  paid  it. 
Q.  What  entry  would  he  have  made  on  the  company's  books? 
A.  He  would   charge  the  appropriate   account   to  which   the 
expense  was  paid,  and  credit  Hugh  J.  Jesvett,  Receiver. 

Q.  Isn't  that  how  the  accounts  arose  ?  A.  The  books  will 
show. 

Q.  Isn't  it  how  those  arose  ?  A.  I  couldn't  tell  you  ;  I  don't 
know ;  I  haven't  examined  the  books  thoroughly,  but  your 
books  will  show. 

Q.  Do  you  mean  to  say- that  would  have  been  a  proper  thing 
to  do  ?     A.  Yes. 

Q.  Now,  it  being  a  proper  thing  to  do,  wouldn't  these  ac- 
counts be  proper  ?  A.  Certainly,  but  whether  it  is  a  fact  or  not 
I  can't  say. 

Q.  You  have  the  balance  sheets?  A.  I  have  never  seen  the 
entries. 

Q.  You  found  it  on  the  balance  sheets  ;  you  had  access  to 
the  ledgers  ?  A.  I  didn't  examine  the  ledgers  ;  I  told  you  re- 
peatedly I  didn't  have  the  opportunity. 

Q.  When  he  collected  any  assets  of  the  Erie  Railway  Com- 
pany, what  entry  would  he  make  on  his  books  ?  A.  When  he 
collected  them  in  cash  ? 

Q.  Well,  in  cash  or  in  anyway?  A.  Why,  he  would  credit 
Erie  Railway  with  whatever  was  collected. 

Q.  And  charge  what  ?  A.  Whatever  account  was  reason- 
able ;  if  it  was  cash  he  would  charge  it  to  cash. 

Q.  On  the  company's  books  what  entry  would  be  made  ? 
A.  They  would  charge  Hugh  J.  Jewett,  Receiver,  and  credit 
the  appropriate  account  from  which  the  money  was  derived. 

Q.  You  have  testified  to  an  amount  of  interest  which  was 
actually  paid  on  the  funded  debt  for  the  year  ]§77?  A.  The 
amount  I  found  reported  in  the  County  Clerk's  office. 

Q.  You  found  it  in  the  cash  ?  A.  I  found  it  in  the  reports 
of  payment  for  interest. 

Q.  Which  was  a  cash  account  ?  A.  Presumably  so  ;  I  should 
suppose  truly  a  cash  account. 

Q.  Do  you  think  there  was  anything  else  paid  that  year ; 
was  there  any  other  interest  paid  that  year  ?     A.  I  have  no 
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means  of  knowing;  I  reported  what   I  found  in  the  County 
Clerk's  office. 

Q.  Could  there  be  any  other  interest  paid  that  did  not  ap- 
pear in  the  cash  account ;  I  am  asking  you  now  as  an  expert? 
A.  Not  if  it  was  paid  in  cash,  certainly. 

Q.  Now,  has  it  ever  occurred  to  you  that  the  Erie  Railway 
in  common  with  other  corporations  whose  bonds  are  largely 
held  abroad  must  make  remittances  to  their  bankers  for  the 
purpose  of  paying  their  interest  on  their  bonds  ?  A.  It  has 
never  occurred  to  me,  but  of  course  that  would  be  the  case. 
Q.  You  admit  it  is  the  case?  A.  It  would  be  the  case. 
Q.  Now,  to  what  account  do  you  suppose  these  remittances 
are  charged  when  they  are  made  ?  A.  That  would  be  a  mat- 
ter   t 

Q.  Well,  we  will  say  the  London  Bank;  what  would  you 
charge?  A.  Probably  charge  the  bank,  and  when  you  received 
the  account  current  from  them  make  the  proper  entries. 

Q.  Now,  when  they  rendered  their  account  current  what 
would  you  charge  and  what  would  you  credit?  A.  Charge 
interest  account  and  credit  them. 

Q.  So  that  it  is  possible  to  have  a  very  large  amount  of 
interest  paid  in  any  one  year  which  you  would  not  find  in  the 
cash  account?  A.  If  it  happened  when  you  were  making  up 
your  reports  for  the  fiscal  year  that  these  remittances  had  been 
paid  just  prior  to  that,  and  you  had  not  received  this  account 
current  from  your  bankers,  that  would  be  the  case. 

Q.  You  would  be  mistaken,  then,  in  supposing  that  the  cash 
account  contained  all  the  interest  paid?  A.  No,  because 
the  interest  would  not  have  been  paid,  and  you  would  not 
know  it  to  have  been  paid  until  you  had  received  your  re- 
turns from  j'our  bankers. 

Q,  You  admit  that  the  interest  could  be  paid  without  ap- 
pearing in  the  cash  account ;  you  admit  you  could  not  depend 
on  cash  account  as  a  standard  for  the  amount  of  interest  paid  in 
any  one  year  ?  A.  I  have  explained  to  you  that  if  it  happened 
that  you  made  your  remittance  just  at  the  time  that  your  ac- 
count for  the  fiscal  year  was  made  that  would  be  the  case  at 
that  particular  time. 

Q.  But  if  you  should  remit,  from  time  to  time,  during  the 
year  ?     A.  Your  bonds  fall  due  twice  a  year,  I  suppose. 

Q.  Would  you  find  those  particular  payments  made  through 
118 
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your  bankers  in  the  cash  account  as  such  ?  A.  If  your  pay- 
ments were  remittances  for  July  interest  due  in  London  before 
your  fiscal  year  account  was  made  up,  you  probably  would  re- 
ceive your  returns  from  your  bankers,  and  there  it  would  appear 
in  the  cash  account ;  it  depends  altogether  upon  circum- 
stances. 

Q.  Would  that  appear  in  the  cash  account?  A.  Under 
those  circumstances. 

Q.  Under  the  head  of  interest  paid?  A.  After  you  had  re- 
ceived your  returns  from  your  bankers,  it  would,  of  course. 

Q.  How  would  it  get  into  the  cash  ?  A.  You  would  first 
have  to  charge — well,  that  is  a  specific  charge  to  interest 
there. 

Q.  How  would  it  get  into  your  cash  account— through  what 
medium  ?  A.  If  you  had  ten  thousand  dollars  worth  of  interest 
due  on  the  1st  of  July,  in  London,  and  remitted  precisely  that 
amount,  you  would  charge  your  London  bankers,  and  credit 
cash  at  the  time  ;  and  that  is  the  way  it  would  be  in  your  cash 
account. 

Q.  Now,  when  the  bankers  rendered  this  account,  through 
what  medium  would  it  get  on  to  the  books  ?  A.  Charge  it  to 
interest  account,  and  credit  it  to  them. 

Q.  Through  what  medium  ?     A.  Journal  entry. 

Q.  Then,  it  would  not  appear  in  the  cash  ?  A.  Your  cash 
has  already  been  credited  with  it  when  you  charge  the  remit- 
tance to  your  London  bankers. 

Q.  Don't  you  know  that  the  interest  accounts  are  not 
charged  from  the  cash  in  such  a  case  as  that  ?  A.  Not  until 
after  you  receive  your  account  current  from  the  bankers. 

Q.  Therefore,  you  could  not  depend  upon  your  cash  account 
to  give  you  the  true  amount  of  interest  paid  in  any  one  year  ? 
A.  That  would  depend  entirely  upon  the  circumstances  as  to 
when  you  remitted  ;  if  you  state  a  case 

Q.  I  am  stating  it?     A.  You  are  supposing  it. 

Q.  No,  sir  ;  I  am  merely  testing  your  capacity  as  an  expert, 
that  is  all?     A.  Are  you  satisfied  ? 

Q.  Not  exactly ;  you  made  a  statement  in  that  affidavit  of 
what  you  thought  was  the  interest  in  any  one  year,  didn't  you? 
A.  No,  sir  ;  I  stated  nothing  in  that  affidavit  that  I  had  not 
figures  for,  I  believe. 

Q.  Well  you  found  the  figures  in  the  court  ?     A.  Yes. 
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Q.  Did  those  accounts  show  what  was  remitted  through 
those  bankers  ?     A.  That  would  be  impossible  for  me  to  say. 

Q.  Don't  you  know  that  it  was  a  cash  account?  A.  No; 
how  should  I  know  that,  if  it  were  not  stated  there  ? 

Q.  What  was  it  headed?  A.  I  have  forgotten,  but  it  was 
simply  a  payment  for  interest,  and  presumably  a  cash  payment. 

Q.  What  was  the  account  of  the  report  headed  ;  don't  you 
know  ?     A.  Certainly  I  don't ;  it  is  some  years  ago. 

Q.  You  undertook  to  make  an  affidavit  from  it  ?  A.  Of 
what  I  found  in  that  report? 

Q.  Yes.     A.  T  have  done  so,  and  the  figures  are  there. 

Q.  Would  you  make  an  affidavit  without  looking  at  the 
heading  of  the  account?  A.  Well,  scarcely,  but  still  I  might 
not  remember  now,  and  I  don't  remember  what  the  head  of  the 
account  was. 

Q.  You  forget  what  the  account  was  headed  ?  A.  It  was  a 
simple  report  of  your  payments. 

Q.  What  was  the  full  report  entitled  ?     A.  I  don't  know. 

Q.  Have  you  any  recollection  of  the  subject  whatever  ?  A. 
Simply  that  it  purported  to  be  a  report  of  payments  made  by 
the  company. 

Q.  What  else  ?    A.  Receipts.,  I  suppose,  too. 

Q.  Receipts  and  disbursements,  or  receipts  and  payments  ? 
A.  Well,  something  of  that  nature ;  the  precise  words  used  I 
don't  know,  but  that  was  the  nature  of  it. 

Q.  Do  you  think  you  could  get  at  the  earnings  and  expenses 
of  the  company  from  its  cash  account,  from  receipts  and  dis- 
bursements ?  A.  Well,  it  would  depend  entirely  upon  whether 
you  had  collected  your  receipts  and  your  earnings  promptly 
up. 

Q.  No  ;  but  answer  my  question ;  do  you  think  you  could 
get  at  the  earnings  and  expenses  of  the  Erie  Railway  Com- 
pany, or  any  other  of  our  great  railway  companies,  from  their 
cash  account,  receipts  and  disbursements  ?  A.  You  put  your 
questions  in  a  very  strange  way  to  me  ;  I  want  to  answer  your 
questions,  but  it  seems  to  be  impossible  to  answer  them. 

Q.  I  think  it  is  a  plain  question  ?  A.  I  don't ;  I  can  take 
your  cash  account,  if  you  will  give  it  to  me,  for  a  year,  and,  if  I 
found  the  account  was  kept  as  I  should  keep  it,  I  should  cer- 
tainly be  able  to  say  what  you  had  received  for  earnings  during 
that  year. 
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Q.  For  your  own  earnings,  separate  from  otber  people's 
earnings  ?  A.  No ;  it  would  be  the  total  earnings,  most  un- 
doubtedly. 

Q.  The  total  receipts  would  include  the  earnings  of  the 
Lake  Shore  and  the  amounts  we  collected  for  the  Michigan 
Central,  and  all  these  other  companies  ?  A.  Then  I  should 
refer  to  the  other  side  of  the  cash  account,  and  charge  off 
against  them  whatever  I  had  paid  to  those  companies  for  their 
share. 

Q.  But,  suppose  we  owed  those  companies  a  large  balance 
from  the  previous  year,  then  how  would  you  determine?  A. 
Well,  I  would  check  that  into  the  account,  most  undoubtedly. 

Q.  Do  you  think  then  you  would  get  at  a  true  result  ?  A. 
By  taking  the  balance  at  the  close  of  the  second  year,  I  most 
undoubtedly  would ;  I  should  take  both  balances. 

Q.  Suppose  at  the  end  of  the  year  we  owed  those  companies 
a  very  large  amount,  wbat  then?  A.  For  instance,  if,  in  the 
beginning  of  the  year  '77,  you  owed  them  $10,000,  and  at  the 
end  of  the  year  $5,000,  I  should  arrange  for  the  difference  ; 
that  is  all. 

Q.  Don't  you  know  that  we  were  paying  out  large  amounts 
for  construction  and  equipment ;  what  would  you  do  with 
that  ?  A.  It  would  be  found,  I  suppose,  on  your  cash  ac- 
count. 

Q.  What  would  you  do  with  it  in  ascertaining  your  ex- 
penses ?     A.  Charge  it  to  construction  account. 

Q.  You  would  eliminate  it  ?     A.  Certainly. 

Q.  Well,  if  you  bought  stocks  or  bonds,  what  would  you  do  , 
with  those  ?     A.  Eliminate  them  from  the  transportation  ex- 
penses, undoubtedly. 

Q.  Then  you  could  not  depend  on  your  disbursements  as 
being  your  expenses,  could  you?  A.  After  I  had  eliminated 
those  things  I  should. 

Q.  And  your  earnings,  after  you  had  eliminated  all  that  be- 
longed to  other  roads  ?  A.  Yes. 

Q.  Do  you  think  you  could  do  that  on  the  face  of  the  cash 
account  itself?  A.  If  your  entries  were  properly  made;  if 
they  were  -made  as  I  should  make  them. 

Q.  Well,  how  would  you  make  them ;  now,  here  for  in- 
stance, our  agent  at  New  York  receives  a  way  bill,  say  from 
Chicago  ;  probably  it  has  come  from  Milwaukee  with  all  those 


1035 

charges  on  it,  and  say  there  is  $20,000  ;  now,  that  is  charged 
in  the  cash  account  as  so  much  money  received  from  the  agent 
at  New  York  ;  now,  how  would  yon  determine  iu  the  cash  ac- 
count how  much  of  that  belonged  to  the  other  railroads  ?  A. 
By  the  amount  that  is  charged  off  as  having  been  paid  to  those 
roads. 

Q.  How  would  you  identify  that  particular  $20,000?  A.  It 
would  be  stated  in  your  agent's  report,  would  it  not,  when  you 
paid  it  off? 

Q.  No ;  the  agent  would  report  it  in  one  remittance.  A. 
How  would  you  know  ? 

Q.  I  am  asking  yon  the  question?  A.  By  your  agent's  re- 
port ;  he  knows  what  is  due  from  his  point  at  New  York. 

Q.  The  agent  reports  it  in  one  item  to  the  Treasurer — 
$20,000  ;  now  how  would  you  determine  on  the  face  of  the  cash 
account  to  whom  that  $20,000  belonged  ultimately?  A.  It 
would  be  impossible  in  that  $20,000  item  to  say  to  whom  that 
belonged,  but  if  subsequently  you  found  a  charge  against  that, 
or  any  portion  ot  it — ten  or  fifteen  thousand  dollars — you 
would  know  the  balance  belonged  to  yourself. 

Q.  Don't  you  know,  as  a  matter  of  fact,  that  the  agent  is 
charged  with  that  $20,000,  and  that  the  Brie  Railway  earnings 
and  the  Lake  Shore  &  Michigan  Central  are  credited  ?  A. 
That  is  another  question  altogether. 

Q.  Don't  you  know  it,  as  a  matter  of  fact  ?  A.  No  ;  I  pre- 
sume it  is  the  case. 

Q.  Wouldn't  that  be  the  proper  way  to  make  the  entry — to 
debit  the  agent  and  credit  the  earnings  of  the  Erie  Eailway 
and  the  Lake  Shore  and  Michigan  Southern  with  what  we 
owed  them  ?  A.  State  the  whole  case  again,  if  you  please  ; 
the  case  is  what  ? 

Q.  I  say,  suppose  the  way  bill  is  from  Chicago,  if  you 
please  with  charges  up  to  Chicago  and  from  there  onward,  to 
the  amount  of  $20,000  ;  now,  how  would  you  make  that  entry 
in  the  Erie  books  ?     A.  $20,000  charged  up  to  where  ? 

Q.  I  say  the  amount  is  $20,000  ;  I  ask  you,  as  an  expert, 
how  you  woidd  m.iko  that  entry  on  the  Erie  books?  A.  The 
total  amount  from  Chicago,  as  I  understand  you,  is  $20,000. 

Q.  Well,  from  Chicago  or  Milwaukee,  I  don't  care  which  ? 
A.  Is  $20,000  altogether  ? 

Q.  Yes.     A.  Well,  the  earnings  of  the  road  of  course  would 
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be  credited  with  the  whole  $20,000 ;  you  would  charge  the 
earnings  back  again  with  whatever  was  due  to  any  other  roads 
as  their  share  of  it. 

Q.  The  earnings  would  be  credited  with  the  whole  of  it ;  it 
was  not  the  Erie  earnings  ?  A.  Xo  ;  it  was  reported  to  you  as 
the  total  earnings ;  the  si0,000  are  reported  to  you  as  total 
earnings,  are  they  not '? 

Q.  Tes  ;  wouldn't  you  charge  the  agent  with  $20,000  ?  A. 
If  he  was  to  collect  it,  most  undoubtedly. 

Q.  And  you  would  credit  the  earnings  of  the  Erie  road  its 
proportion,  and  the  earnings  of  the  other  roads  their  propor- 
tion ?  A.  Yes,  or  I  would  credit  the  earnings  of  the  road 
with  the  whole  amount,  and  charge  the  others,  when  I  repaid 
them,  with  their  amount. 

Q.  That  would  be  a  pretty  laborious  process  ?  A.  I  don't 
know  ;  a  matter  of  taste  altogether. 

Q.  Xow,  v»hen  the  agent  remitted  that  820,000,  what  would 
you  do  ?    A.  Credit  him. 

Q.  And  charge  what  ?     A.   Charge  cash. 

Q.  When  you  paid  the  Michigan  Central  <t  Lake  Shore,  what 
entry  would  you  make  ?  A.  Charge  them,  if  they  previously 
had  been  credited  with  it. 

Q.  And  credit  what  ?     A.  Cash. 

Q.  I  think  you  testified  that  the  interest  on  the  funded  debt 
should  have  no  place  on  the  Receiver's  books'?     A.  I  have. 

Q.  Did  you  find  it  charged  there  ?  A.  I  did  ;  it  was  your 
statement  that  it  was. 

Q.  I  thought  you  testified  that  you  found  it  on  the  com- 
pany's books?     A.  It  is  on  the  company's  books  a'so. 

Q.  On  both  books '?  A.  Tes ;  two  sets  of  entries  ;  that  is 
exactly  what  I  am  talking  about. 

Q.  On  what  book  or  books  did  it  appear  that  the  Receiver 
paid  the  entire  interest  upon  the  funded  debt  ?  A.  On  the 
Eeceiver's  ledger,  in  that  credit  of  $S,S6  1,000. 

Q.  That  he  had  paid  the  entire  interest  ?  A.  You  say  en- 
tire ;  I  made  no  calculation,  but  you  gave  me  those  figures  ;  I 
don't  say  the  entire  interest;  your  calculation  may  have  been 
wrong  about  that. 

Q.  I  gave  you  the  books  ?     A.  You  gave  me  this  statement. 

Q.  Taken  from  the  books  ?  A.  If  this  is  not  on  your  books 
it  is  your  fault,  that  is  all. 
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Q.  Now,  if  lie  had  paid  the  entire  interest — the  $8,000,000 
that  you  speak  of  as  being  in  default — how  should  there  have 
been  anything  outstanding  ?  A.  That  is  just  the  point-  -that 
he  did  not  pay  it. 

Q.  If  an  account  is  paid  can  it  be  outstanding  ?  A.  Certain- 
ly not. 

Q.  Didn't  the  books  show  that  it  was  outstanding?  A. 
"Which  books  ? 

Q.  The  Erie  company's  books  ?  A.  Yes;  that  set  of  books 
did,  but  the  Receiver's  did  not ;  it  showed  the  opposite  state  of 
facts. 

Q.  Because  it  was  not  on  the  Receiver's  books  at  all  ?  A. 
Well,  I  only  say  that  that  is  the  entry  on  your  books,  if  your 
statement  here  to  me  is  right — I  have  the  statement  there  in 
your  figures — they  are  undeniably  that,  sir. 

Q.  Now,  you  admit  in  another  part  of  your  testimony  that 
it  is  proper  to  charge  up  the  entire  interest  on  the  funded  debt, 
and  c> edit  the  accrued  and  coupon  interest  accounts?  A.  For 
the  purpose  of  ascertaining  the  position  of  your  company  ex- 
actly with  reference  to  profit  and  loss  account ;  that  is  on  the 
Erie  books — not  on  the  Receiver's. 

A.  I  believe  you  wrote  this  article  on  "  The  Mysteries  of 
American  Railway  Accounting"  in  the  North  American  Re- 
vieiu  for  February,  1879  ?     A.  Yes. 

Q.  You  say  in  that  that  figures  cannot  lie  ?  A.  That  is  a 
much  used  phrase  ;  it  perhaps  should  be  qualified  by  saying, if 
they  are  properly  used. 

Q.  Do  you  believe  that  any  of  our  figures  have  lied  ?  A.  I 
do,  sir. 

Q.  In  what  respect  ?  A.  In  the  respect,  on  the  Receiver's 
ledgers,  profit  and  loss  account,  showing  a  credit  balance  of 
over  $6,000,000,  when  your  reports  show  that  it  ought  to  have 
been  a  deficit  of  two  and  a  half  millions  ;  now,  these  are  figures 
that  don't  lie. 

Q.  The  reports  did  show  that?  A.  Your  reports  are  differ- 
ent from  your  books. 

Q.  No,  sir.     A.  You  say  not,  Mr.  Little 

Q.  Did  you  compare  both  books  to  see  whether  the  reports 
agreed  or  not  ?     A.  Both  which  books  ? 

Q.  Both  the  Receiver's  books  and  the  company's  books  ?  A. 
I  have  sir,  most  undoubtedly,  and  I  say   that  the  Receiver's 
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ledger  balance  on  the  30th  of  September,  1877— the  balance  of 
the  profit  and  loss  account  on  that  ledger — was  $6,368,012.47  to 
its  credit ;  now,  there  can  be  no  dispute  that  it  means  that  the 
company  had  earned  that  amount  during  the  time  the  books 
had  been  kept,  up  to  that  date. 

Q.  What  was  the  debit  to  the  profit  and  loss  on  account 
the  company's  books  ?  A.  That  has  nothing  at  all  to  do  with 
the  Receiver's  books. 

Q.  Yes,  it  has.  A.  They  are  as  distinct  as  the  New  York 
Central. 

Q.  I  am  asking  you  the  question  what  was  to  the  debit  of 
the  profit  and  loss  account  on  the  company's  books  at  that 
time  for  that  year?     A.  I  can  tell  you,  $11,517,000. 

Q.  No,  no ;  what  was  to  the  debit  of  the  profit  and  loss  ac- 
count on  the  company's  books  for  that  year ;  you  say  there  was 
so  much  to  the  credit  of  profit  and  loss  account  on  the  Re- 
ceiver's books?     A.  For  the  whole  term  ? 

Q.  Then  what  was  to  the  debit  of  the  profit  and  loss  ac- 
count on  the  company's  books  for  the  same  term  ?  A.  I  am 
giving  you  that— $11,517,071.85. 

Q.  Now,  if  you  charge  that  to  profit  and  loss  on  the  com- 
pany's books,  what  is  the  deficit  ?     A.  Charge  which? 

Q.  That  debit  that  you  speak  of  being  on  the  company's 
books  V  A.  The  two  things  have  no  earthly  connection ;  the 
Receiver's  administration  was  an  administration  by  itself,  and 
his  books  show  his  operations  for  a  certain  period  of  time. 

Q.  The  reports  to  the  State  Engineer  combine  both?  A. 
The  $6,000,000  to  the  credit  of  profit  and  loss  on  the  Receiv- 
er's ledger  cannot  possibly  apply  to  any  other  set  of  books 
except  his  own. 

Q.  I  ask  you  again  what  was  to  the  debit  of  profit  and  loss 
on  the  company's  books?     A.  I  told  you,  $11,000,000. 

Q.  What  is  the  difference;     A.  Between  what? 

Q.  Between  the  11  and  6?     A.  Somewhere  about  5. 

Q.  Are  you  certain  that  the  $11,000,000  is  right  in  that 
period  ?     A.  No,  of  course  not. 

Q.  Can  you  look  at  the  balance  sheets  and  tell  us  whether 
that  is  the  amount  to  the  debit  of  profit  and  loss  on  the  com- 
pany's books  at  that  time  ?  A.  I  tell  you  it  is  ;  I  tell  you  that 
the  balance  on  the  company's  books  is  $11,517,071.85. 

Q.  "What  was  the  entire  interest  on  the  funded  debt  from  May 
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26,  1875,  to  September  30,  1877,  according  to  the  balance 
sheets  ?     A.  Do  you  mean  the  total  amount  payable  ? 

Q.  I  ask  you  what  the  entire  amount  of  interest  on  the 
funded  debt  is  as  per  the  books  from  May  26,  1^75,  to  Sep- 
tember 30,  1877 ;  what  is  it  ?  A.  There  is  nothing  on  the 
books  that  I  know  of  that  will  show  that ;  part  of  it  was  paid 
and  part  of  it  was  not. 

Q.  There  is  the  Erie  Company's  books  an  account  that 
shows  it  expressly,  and  that  account  was  in  your  possession  ? 
A.  I  didn't  know  that ;  I  have  an  account  here  of  the  defaulted 
interest  on  the  funded  debt. 

Q.  I  am  speaking  of  the  entire  interest — the  amount  in  de- 
fault, as  well  as  that  not  in  default?  A.  I  don't  think  I  have 
seen  that ;  perhaps  you  will  be  kind  enough  to  tell  me  what 
that  account  was  ;  I  have  never  been  able  to  discover  it. 

Q.  Interest  on  the  funded  debt  on  the  Erie  Company's 
books ;  I  will  fix  it  for  you  if  you  can't  find  it ;  it  was 
$8,874,281.22  ?  A.  That  is  not  on  the  Erie  Company's  books 
at  all. 

Q.  I  beg  to  say  that  it  is.     A.  It  is  on  the  Receiver's  books. 

Q.  It  is  on  the  Erie  Company's  books ;  you  have  just  tes- 
tified that  there  was  no  such  charge  on  the  Receiver's  books  ; 
you  are  confounding  the  two  sets  of  books  ?  A.  Oh,  I  think 
not. 

Q.  Now  what  was  the  amount  actually  credited  to  profit  and 
loss  at  the  same  time  ?     A.  Let  us  settle  that  question  first. 

Q.  Well,  settle  it.  A.  That  is  the  Receiver's  trial  balance 
(referring  to  paper). 

Q.  Yes  ;  but  you  won't  find  it  in  that?  A.  There  it  is,  sir  ; 
it  is  a  part  of  that  (indicating  an  item  on  the  paper). 

Q.  What  is  that  account  of  $6,000,000— what  is  the  title  of 
it  ?     A.  Profit  and  loss. 

Q.  That  is  not  interest  ?  A.  Isn't  that  interest  (indicating 
another  item). 

Q.  $8,874,281.22.     A.  Isn't  that  there  ? 

Q.  Yes,  it  is  there  under  interest ;  how  do  you  produce  that ; 
that  is  profit  and  loss  ?  A.  How  do  you  produce  that ;  the 
interest  is  debited  and  profit  and  loss  is  credited? 

Q.  Never  mind  that;  I  didn't  ask  you  that  question;  an- 
swer my  question?  A.  Here  is  a  trial  balance  of  the  pro- 
119 
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ceedings  on  the  company's  books  ;  if  you  will  be  good  enough 
to  point  me  out  that  item  ou  this  I  will  be  obliged  to  you. 

Q.  Tou  admit  that  the  $^S7i,2Sl.-i2  is  the  amount,  do  you 
not  ?     A.  Tou  say  that  it  is. 

Q.  You  have  that  memorandum  there  ?    A.  Yes. 

Q.  Do  you  believe  it  ?  A.  I  do  ;  I  take  it  you  knew  what 
you  were  about. 

Q.  You  have  got  that  there^  on  that  memorandum '?  A. 
Yes. 

Q.  In  our  reports  to  the  State,  do  you  suppose  that  that 
$8,874,281.2-2  should  not  be  debited  to  'the  $67168,012.47  ?  A. 
I  see  no  connection  between  the  two  things  ;  I  do  not  see  what 
you  are  driving  at. 

Q.  Don't  you  think  that  the  interest  on  the  funded  debt  is 
a  profit  and  loss  account — that  it  is  one  of  the  accounts  which 
close  into  profit  and  loss  at  the  end  of  the  year?  A.  Cer- 
tainly. 

Q.  Now,  having  closed  it  in  against  the  §6,000,000,  what  is 
the  deficit?    A.  The  difference,  of  course. 

Q.  Very  well,  the  difference?     A.  Yes. 

Q.  Isn't  that  the  difference  reported  to  the  State  ?  A.  I 
don't  know. 

Q.  Well,  look  and  see  ?  A.  Very  likely  it  is  ;  no,  it  is  not ; 
it  is  more  than  the  difference  in  this  case. 

Q.  No,  no ;  from  the  26th  day  of  May,  1875,  to  September 
30th,  1877,  isn't  the  exact  deficit  82,503,162.90  as  reported  to 
the  State  ;  look  and  see  ;  you  have  got  the  documents  before 
you  ?     A.  I  have  never  looked  into  that  matter. 

Q.  Well,  look  now  and  see?  A.  I  have  never  looked  into 
that  matter  ;  it  may  be  so;  it  ought  to  be,  of  course. 

Q.  You  can  add  up  figures  ?  A.  Oh,  well,  I  suppose  I  can  ; 
I  will  try  it ;  wait  a  moment ;  I  was  going  to  say  that  I  have 
not  the  report  I  suppose  of  the  first  four  months ;  these  two  re- 
ports are  for  years — twelve  months — from  1876  and  1877. 

Q.  Are  you  willing  to  admit  that  that  is  the  amount  subject 
to  your  correction  ?  A.  You  say  so  of  course,  and  I  suppose  it 
must  be. 

Q.  Are  you  willing  to  admit  it  ?  A.  No,  I  don't  know  any- 
thing about  it. 

Q.  Subject  to  any  examination  you  may  see  fit  to  make  ?     A. 
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That  is  another  thing  ;  if  I  am  allowed  to  examine  it  I  sup- 
pose it  may  be  all  right. 

Q.  Do  you  believe  that  that  is  correct?  A.  I  believe  that 
you  stated  the  truth  at  the  time  ;  I  have  no  reason  to  doubt 
that  at  all ;  I  believe  that  you  told  the  truth  when  you  made 
these  figures. 

Q.  Now  if  we  had  not  reported  that  $8,874,281.22,  as  inter- 
est on  the  funded  debt,  to  the  State,  wouldn't  that  have  shown 
a  surplus  of  $6,368,012.47  ?     A.  In  the  profit  and  loss  account. 

Q.  That  would?     A.  Yes. 

Q.  You  admit  that  ?     A.  Certainly. 

Q.  Wouldn't  that  surplus  have  been  fictitious  ?  A.  Certain- 
ly, it  didn't  exist. 

Q.  Utterly  misleading  ?  A.  Just  as  misleading  as  it  is  now 
upon  the  Receiver's  ledger. 

Q.  Now  you  say  in  this  article  of  yours  in  the  North  Ameri- 
can Revieiu  that  "  the  Lake  Shore  &  Michigan  Southern  Co., 
which  is  under  the  same  direction,"  you  mean  as  the  New  York 
Central— "furnishes  annually,  if  not  the  very  best,  certainly 
one  of  the  best  reports  in  the  country;  a  document  that  any 
management  may  well  be  proud  of;'  now  what  does  the  Lake 
Shore  report  as  its  funded  debt?  A.  I  can't  say  from  mem- 
ory. 

Q.  Well,  what  do  you  think  ?  do  you  suppose  that  it  reports 
anything  but  the  principal  of  its  bonds  as  funded  debt?  A.  I 
really  don't  know  as  to  that  particularly. 

Q.  Well,  but  you  are  praising  the  report  ?  A.  I  character- 
ize that,  and  I  still  think  that  it  can  be  shown  to  be  one  of  the 
very  best  reports. 

Q.  Have  you  ever  looked  to  see  whether  anv  of  the  accrued 
interest  or  the  interest  coupon  accounts  that  are  due,  and  must 
of  necessity  be  due  at  the  end  of  every  year,  are  reported  in 
its  funded  debt  as  you  say  ours  ought  to  have  been?    A.  No. 

Q.  Do  you  know  whether  it  is  or  not  ?     A.  No. 

Q.  You  do  not  ?     A.  No. 

Q.  Don't  you  know  that  it  is  not  ?     A.  No. 

Q.  Have  you  ever  looked  to  see  what  they  reported  as  their 
floating  debt?     A.  No. 

Q.  Do  you  not  know  that  they  do.  not  report  any  floating 
debt  in  recent  years  ?     A.  No,  I  do  not. 

Q.  Do  you  not  know  that  they  have  large  liabilities  at  the 
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end  of  every  year  ?  A.  I  suppose  that  they[may  possibly  have, 
but  I  don't  know  it. 

Q.  Don't  you  know  that  they  have  from  the  very  nature  of 
things?     A.  No  ;  I  will  tell  you  why ■ 

Q.  You  are  praising  this  report — you  are  setting  this  up  as 
a  model  for  all  of  us  to  follow  ;  now,  I  want  to  get  out  of  you 
about  these  two  things  ;  if  it  is  a  model  report  let  us  have  it  ? 
A.  I  think  it  is  ;  let  me  explain  ;  the  Lake  Shore  and  your 
road,  and  the  New  York  Central,  have  two  full  months  given 
them  by  the  law  in  which  to  close  up  all  these  outstanding 
matters  that  may  be  in  dispute  or  unsettled,  to  collect  their 
bills,  and,  in  view  of  that  fact,  my  opinion  as  an  accountant  is 
that  all  these  things  ought  to  be  closed  up  before  the  1st  of 
December,  and  the  report  made  precisely  according  to  the 
facts  then. 

Q.  The  report  is  made  as  of  the  30th  of  September  of  the 
existence  of  a  state  of  facts  then,  and  not  two  months  after- 
wards ?  A.  No,  sir  ;  but  these  two  months  are  given  in  which 
to  adjust  all  the  unsettled  matters  ;  I  think  I  have  done  this 
thing  myself  in  jjractice,  and  you  can  get  within  two  months 
an  accurate  statement  of  your  condition  as  of  the  30th  of  Sep- 
tember previous. 

Q.  Would  it  include  any  of  the  transactions  in  those  two 
months  ?     A.  No,  undoubtedly  not. 

Q.  Very  well;  then  why  bring  them  in  ?  A.  Because  if  they 
were  closing  entries  of  previous  transactions  they  would  be 
proper  to  be  brought  in  in  the  report. 

Q. .  Do  you  mean  to  say  it  would  take  two  months  time  from 
the  30th  of  September  to  write  up  the  bo  ks?  A.  No,  I  do  not 

Q.  What  do  you  mean?  A.  I  mean  to  say  that  at  the  end 
of  the  year  you  have,  as  you  say,  large  liabilities  outstanding 
to  meet  your  pay  rolls,  and  your  vouchers  audited,  and  kindred 
items,  and  you  have  on  the  other  hand  your  agents'  balances 
and  conductors'  balances,  and  all  that  kind  of  thing;  now, 
then,  in  the  two  months  that  elapse  between  the  30th  of 
September  and  the  1st  of  December,  there  is  plenty  of  time 
to  adjust  the  whole  or  the  greater  part  of  it,  so  as  to  give'  in 
your  report  of  the  state  of  facts  as  of  the  30th  of  Sep- 
tember. 

Q.  Do  you  mean  to  say  that  any  payments  made  in  those 
two  months  would  enter  into  the  account  as  of  September 
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30fch  ?  A.  If  you  are  making  a  statement  of  profit  and  loss 
account,  as  you  assume,  and  wanted  to  snow  a  correct  state- 
ment of  the  earnings,  and  balance  of  profit  and  loss,  that  is 
decidedly  what  you  would  do,  and  what  I  have  done. 

Q.  Suppose  you  owed  a  million  dollars  for  labor  and  sup- 
plies, September  30th,  1877,  and  you  paid  that  million  off  in 
October  and  in  November ;  now,  what  would  you  report  as 
your  liability  September  30th,  1877,  if  you  were  called  upon  to 
swear  to  the  report  ?  A.  If  I  were  making  it  on  your  assump- 
tion  

Q.  I  am  not  speaking  of  any  assumption  ;  I  am  speaking  of 
what  you  would  do  ?  A.  Well,  you  have  got  to  make  up  the 
report  either  upon  my  assumption  of  facts,  or  upon  your  as- 
sumption. 

Q.  I  am  saying  that  the  report  must  be  made  as  of  Sep- 
tember 30th,  1877,  as  things  existed  then — not  as  they  ex- 
isted two  months  afterwards  ?  A.  Not  as  a  profit  and  loss 
account  ? 

Q.  No  ;  I  am  not  speaking  of  profit  and  loss ;  I  am  saying 
this — if  you  owed  a  million  dollars  for  labor  and  supplies 
September  30th,  1877,  and  you  paid  off  that  million  dollars  in 
the  two  succeeding  months,  now,  what  kind  of  a  report  would 
you  make  as  of  September  30th,  1877 — would  you  show  that 
liability  or  not  ?  A.  If  I  was  making  a  profit  and  loss  entry  I 
should  not. 

Q.  What  has  liability  to  do  with  profit  and  loss  ?  A.  Tou 
are  assuming  all  the  time. 

Q.  I  ask  the  question ;  you  know  very  well  that  you 
couldn't  tell  what  your  profit  and  loss  account  was  unless  all 
your  liabilities  were  stated  ;  I  am  putting  this  question  to  you ; 
if  you  owed  a  million  dollars  for  labor  and  supplies  as  of  Sep- 
tember 30th,  1877,  and  you  paid  off  that  million  dollars  in  the 
two  succeeding  mouths,  what  report  would  you  make  of  your 
liabilities  if  you  were  called  upon  to  furnish  a  balance  sheet 
as  of  September  30th,  1«77?  A.  If  I  made  it  September  30th, 
1877,  I  should  call  it  liabilities ;  if  on  the  contrary,  I  was 
making  it  on  the  first  of  December,  and  I  wanted  to  show 
what  the  result  of  the  year's  business  was,  I  should  not  make 
it  a  liability. 

Q.  Don't  you  know  that  the  Lake  Shore  road  owes  a  large 
amount  at  the  end  of  each  fiscal  year  ?     A.  Any  road  must. 
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Q.  Don't  you  know  that  they  have  not  reported  any  floating 
debt  ?     A.  I  don't  know. 

Q.  Will  you  look  at  the  report  itself?  A.  I  will  look  at  it 
to  comply  with  your  request;  it  will  make  no  difference  in  my 
opinion,  however. 

Q.  But  you  are  citing  this  as  a  model  report  ?  A.  Be- 
cause it  is  .a  full  report ;  there  is  more  matter  in  one  report 
of  the  Lake  Shore 

Q.  If  it  is  a  model  report  in  respect  to  funded  and  floating: 
debt  it  is  a  model  for  us  as  well  as  the  Lake  Shore,  in  your 
opinion  ?  A.  I  don't  know  whether  the  Lake  Shore  had  any 
floating  debt  or  not. 

Q.  Well  find  out ;  be  a  little  consistent. 

Mr.  Little — Now,  I  want  the  reporters  to  take  down  what 
Mr.  Robertson  says  in  this  article  in  the  North  American  Re- 
view that  "  the  Lake  Shore  &  Michigan  Southern  Railroad 
Company,  which  is  under  the  same  direction" — the  New 
York  Central  &  Hudson  River  Railroad  Company — "  that  it 
furnishes  annually,  if  not  the  very  best,  certainly  one  of  the 
best  reports  in  the  country — a  document  that  any  manage- 
ment may  well  be  proud  of." 

The  Witness — It  does  not  report  any  floating  debt  in  1877  ? 

Q.  But  you  admit  that  it  has  large  liabilities  ?  A.  I  don't 
know  it. 

Q.  But  don't  you  suppose  it  had?  A.  What  has  my  supposi- 
tion to  do  with  the  matter  at  all ;  I  suppose  it  would  be  rea- 
sonable to  suppose  it ;  I  don't  know  that  fact. 

Q.  I  am  not  asking  for  your  actual  knowledge  ;  I  am  asking 
for  your  supposition  ?  A.  The  road  may  have  owed  not  a 
dollar,  and  may  have  owed  a  million;  I  have  no  way  of 
knowing. 

Q.  Tou  know  that  the  Erie  owed,  and  that  the  New  York 
Central  owed ;  now,  why  is  the  Lake  Shore  different  from  the 
others  ;  just  tell  the  Committee  ?     A.  I  don't  know. 

Q.  But  you  do  know  the  Lake  Shore  didn't  report  any  float- 
ing debt  ?     A.  I  do. 

Q.  And  you  don't  know  whether  they  reported  in  funded 
debt  their  coupons  or  not,  or  simply  the  face  of  the  bonds? 
A.  I  have  never  taken  the  trouble  to  examine. 
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By  Mr.  Shipman  : 

Q.  That  is  the  affidavit  that  was  handed  to  you  by  Mr. 
Little,  dated  the  12th  of  January,  1878  ;  that  affidavit  was  made 
by  you,  wasn't  it,  in  that  case  (handing  paper  to  witness)?  A. 
Tes,  sir. 

Q.  You  state  the  gross  earnings  of  the  Erie  Road  there,  for 
a  period  of  twenty-eight  months,  to  be  $48,500,00.0  and  odd 
dollars  ;  you  stated  what  the  expenditures  were — that  there 
were  $13,000,000  applicable  to  the  payment  of  interest,  and  to 
such  other  purposes  as  the  Receiver  might  desire ;  have  you 
discovered  since  you  made  that  affidavit  that  you  made  a  mis- 
take of  $10,000,000  in  the  earnings  of  the  Erie  Road  ?  A.  I 
have  not  examined  the  matter  since. 

Q.  You  are  not  aware  on  that  subject  whether  you  did  or 
not?     A.  No,  sir. 

Q.  You  had  examined  the  books  of  the  Receiver  and  the 
books  of  the  Erie  Railway  Company  in  the  possession  of  Mr. 
Jewett,  and  the  accounts  of  the  Receiver  filed  with  the  clerk 
of  the  court  ?  A.  The  statement  that  I  made  there,  as  regards 
figures,  referred  to  figures  that  I  found  in  the  County  Clerk's 
office,  and  had  no  reference  to  any  figures  that  I  saw  in  the 
books. 

Q.  (Reading  from  the  affidavit.)  "Alexander  Robertson, 
being  duly  sworn,  deposes,  &c. :  That  on  the  15tb  of  Decem- 
ber, 1877,  he  was  called  upon  to  assist  in  the  examination  of 
books  of  account  of  the  Erie  Railway  Company  in  the 
possession  of  H.  J.  Jewett,  the  Receiver,  and  of  the 
accounts  of  the  Receiver  filed  with  the  County  Clerk  of 
New  York  County,  and  after  a  careful  examination  of  the 
aforesaid  books  of  account,  accounts  and  statements  of  said 
H.  J.  Jewett,  and  the  balance  sheets  of  the  Erie  Railway  Com- 
pany and  Receiver,  various  books  containing  the  minutes  of 
the  Board  of  Directors  of  the  Erie  Railway  Company,  it  ap- 
pears upon  that  sworn  statement  of  Hugh  J.  Jewett,  &e." 
Now,  you  made  that  examination  ;  now  let  me  read  exactly 
what  you  said  :  "  That  from  an  examination  of  the  accounts 
of  said  Hugh  J.  Jewett,  Receiver,  filed  in  the  office  of  the 
County  Clerk,  the  gross  earnings  of  the  Erie  Road  for  the  28 
months  or  thereabouts,  of  said  Receivership  appear  to  have 
been  $48,564,271.43,  and  the  operating  expenses  of  the  road 
for  the  same  period  $36,392,354,27,  leaving  a  balance  of  $12,- 
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171,917.16,  to  which  is  to  be  added  as  received  from  other 
sources,  $1,716,372.69,  making  a  total  of  $13,888,228.87  appli- 
cable to  the  payment  of  interest  or  to  such  other  purposes  as 
the  Keceiver  might  desire."  Now,  you  stated  the  gross  earn- 
ings to  exceed  forty-eight  millions  and  a  half  for  28  months  j 
now,  are  you  aware  that  instead  of  gross  earnings  that  was 
gross  receipts  ?     A.  To  my  mind  they  are  the  same  thing. 

Q.  Now,  when  a  barrel  of  flour  is  shipped  at  St.  Louis  or 
Cincinnati  or  Chicago,  and  comes  over  the  Erie  road,  and  say  a 
dollar  is  received  for  it,  of  course  half  that  is  paid  to  the  west- 
ern roads ;  do  you  consider  that  an  earning  of  the  Erie 
Road  ?  A.  It  is  classed  among  the  earnings  as  received  in  that 
way  ;  but  a  portion  of  that  amount  is  due  to  another  company. 

Q.  But  you  reckoned  the  whole  amount  of  $48,000,000,  and 
charged  the  Receiver  with  it  as  received,  and  said  that  after 
deducting  $36,000,000  from  it  for  the  operating  expenses  of  the 
road,  there  was  about  $13,000,000  left  with  which  to  pay  inter- 
est?    A.  And  other  matters. 

Q.  There  were  about  $11,000,000  or  $12,000,000  that  were 
to  be  deducted  as  net  profit  on  that  $48,000,000  ?  A.  I  said 
nothing  (about  net  profits. 

Q.  Which  was  available  to  pay  interest,  you  said  ?  A.  And 
other  charges. 

Q.  "  Applicable  to  the  payment  of  interest  or  such  other 
purposes  as  the  Receiver  might  decide."  Now,  did  you  not 
know  that  over  $1 0,000,000  of  that  money  had  been  paid  out  to 
the  western  roads  as  their  part  of  the  $48,000,000  ?  A.  No ; 
there  was  nothing  in  that  statement  to  show  it. 

Q.  Did  you  find  a  statement  on  the  Erie  books  for  that 
twenty-eight  months  that  their  earnings  amounted  to 
$48,000,000  ?     A.  I  didn't  examine  the  Erie  books. 

By  Mr.  Blanchakd  : 

Q.  If  the  railway  companies  of  the  State  render  true  and 
accurate  accounts  to  the  State  Engineer,  in  your  theory  of 
their  duty  under  the  law,  must  not  the  results  and  balances 
shown  by  them,  if  accurate,  be  in  fact  and  effect  profit  and  loss 
account  ?    A.  I  don't  think  that  the  law  requires 

Q.  I  am  not  speaking  of  what  the  law  requires  ;  I  will  re- 
peat it  once  more  ;  if  the  railway  companies  of  the  State 
render  true  and  accurate  accounts  to  the  State  Engineer,  on 
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your  theory  of  their  duty  under  the  law,  must  not  the  results 
and  balances  shown  by  them,  if  accurate,  be  in  fact  and  effect 
profit  and  loss  account?     A.  If  a  person  chose 

Q.  Please  answer  the  question  ?  A.  I  don't  know ;  the 
question  is  put  to  me  as  to  my  theory  of  the  law  ;  he  specifies 
my  theory ;  I  want  to  understand  what  my  theory  is  ;  do  you 
refer  to  an  annual  statement  of  profit  and  loss  ? 

Q.  I  will  read  it  once  more  :  if  the  railroad  companies  of 
the  State  of  New  York  render  true  and  accurate  accounts  to 
the  State  Engineer,  on  your  understanding  of  their  duty  under 
the  law,  must  not  the  results  and  balances  shown  by  them,  if 
accurate,  be  in  fact  and  effect  profit  and  loss  account  ?  A.  It 
would  be  possible  to  construct,  I  think,  a  profit  and  loss 
account  from  such  a  statement  for  the  year ;  I  say  that  it 
would  be  possible,  I  think,  under  my  understanding ;  if  the 
total  receipts  and  total  expenditures  for  the  year  were  re- 
ported by  the  company,  it  would  be  practicable—although  it 
might  not  be  iu  the  form  of  a  profit  and  loss  account  to  con- 
struct a  profit  and  loss  account. 

Q.  I  ask  you  if  it  would  not  be  if  accurate  in  fact  and  effect 
a  profit  and  loss  account?  A.  If  it  were  put  in  the  shape  of 
a  profit  and  loss  account,  it  would,  that  is  as  I  understand  it. 

Q.  I  ask  you  if  it  was  stated  according  to  your  understand- 
ing of  the  law,  would  it  be  in  fact  aud  effect  a  profit  and  loss 
account?  A.  You  can  make  a  profit  and  loss  account  of  it, 
certainly. 

Q.  Would  it  be  in  fact  and  effect  profit  and  loss  account — 
not  what  you  can  make  of  it  ?  A  It  would  not  be  in  form, 
but  a  profit  and  loss  account  could  be  made  of  it ;  that  is  all  I 
can  say  of  it. 

Q.  Would  it  be  a  correct  profit  and  loss  account  if  made  on 
your  understanding  of  the  law  ?  A.  A  correct  profit  and  loss 
account  could  be  made  of  it,  but  you  will  see  that  the  law  does 
not  put  it  in  that  shape  at  all. 

Q.  If  the  facts  and  figures  were  stated  precisely  as  you 
would  state  them  as  you  have  explained  in  your  direct-exam- 
ination and  cross-examination,  would  your  individual  state- 
ment of  the  Erie  Railway  accounts  for  the  year  1878  be  in  fact 
and  effect  a  profit  and  loss  account  ?  A.  No,  sir,  not  a  correct 
one,  because  the  interest  that  was  not  paid  would  not  bo  re- 
ported. 

120 
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By  Mr.  Stone  : 

Q.  Do  the  statements  made,  by  the  Erie  Railway  Company 
to  the  State  Engineer  aud  Surveyor  pretend  to  be  a  profit  and 
loss  account  ?  A.  Not  as  I  understand  it ;  I  do  not  under- 
stand the  Jaw  calls  for  anything  of  the  kind. 

Q.  These  payments  of  interest  are  put  under  the  head  of 
payments  other  than  for  construction  ?     A.  Yes. 

Q.  You  were  asked  as  to  the  Lake  Shore  Railroad  Com- 
pany ;  the  Lake  Shore  pays  its  interest,  doesn't  it,  on  its  funded 
debt?     A.  I  have  never  heard  to  the  contrary. 

Q.  At  all  events  it  is  a  solvent  road,  and  it  is  not  in  default? 
A.  I  have  always  understood  so. 

Q.  Therefore,  the  accrued  interest  not  payable  would  not 
properly  form  any  part  of  its  indebtedness,  as  when  paid,  it 
would  be  charged  to  cash?  A.  Credited  to  cash  and  charged 
to  interest. 

Q.  You  were  asked  as  to  these  trial  balances  and  entries  on 
the  books  of  the  Erie  Railway  Company  that  you  saw,  and 
whether  or  not  you  were  misled  by  the  entries  contained 
therein  ;  these  books  were  examined  by  you  under  an  order  of 
the  court,  were  they  not  ?     A.  Yes,  sir. 

Q.  You  had  no  access  to  them,  and  the  public  had  no  access 
to  them  for  the  purpose  of  ascertaining  what  is  entered  there- 
in ?     A.  At  present  ? 

Q.  At  anytime  except  under  an  order  of  the  court  ?  A.  Ex- 
cept under  the  order  of  the  court. 

Q.  You  were  asked  whether  or  not  other  railway  corpora- 
tions who  are  in  default  as  to  interest,  do  or  do  not  report  to 
the  State  Engineer  their  interest  which  was  not  paid  and  past 
due,  as  paid  ;  and  you  thought  that  they  did  ;  will  you  look  at 
this  report  of  the  New  York  &  Oswego  Midland  Railway 
Company,  which  was  in  the  hands  of  a  Receiver  in  1876, 
and  see  whether  they  reported  their  accrued  interest  as  paid  ; 
state  what  the  funded  debt  is,  and  state  what  the  payment  is 
for  interest  for  that  year  ?  A.  The  amount  of  funded  debt  is 
$16,073,500. 

Q.  And  what  interest  did  that  corporation  report  as  having 
been  paid  for  that  year,  under  the  heading  of  payments  other 
than  for  construction  ?     A.  $3,505.66. 

Q.  Now  turn  to  the  Atlantic  &  Great  Western,  another  in- 
solvent corporation,  and  see  what  they  report  their  interest  as 
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paid,  and  tell  us  what  their  funded  debt  is  ?  A.  The  funded 
debt  of  the  Atlantic  &  Great  Western  is  $68,994,811.28. 

Q.  Now,  will  you  also  turn  to  the  account  which  gives  us 
the  amount  of  average  interest  on  that  funded  debt  ?  A. 
Average  interest  7  per  cent. 

Q.  That  would  make  an  interest  account  of  some  $4,000,000, 
wouldn't  it— almost  $5,000,000  ?     A.  Yes,  sir,  $4j700,000. 

Q.  Now,  what  is  the  total  amount  of  interest  that  they  re- 
port as  paid  under  the  head  of  payments  other  than  for  con- 
struction ?     A.  They  do  not  report  any  as  having  been  paid. 

Q.  Now  look  at  the  same  roads  in  1874,  and  give  us  the 
state  of  facts  for  that  year  ?  A.  The  funded  debt  of  the 
Atlantic  &  Great  Western,  for  1874,  was  $67,220,892  81 ;  they 
have  stated  the  average  rate  here  at  7  and  8  per  cent.,  and  the 
interest  charged  is  $745,052 .  35. 

Q.  Now,  how  is  it  as  to  the  Oswego  Midland  ?  A.  The 
funded  debt  is  $16,073,500— the  New  York  &  Oswego  Midland  ; 
the  average  rate  of  interest  7  per  cent. 

Q.  And  the  payment,  as  reported  ?     A.  $(i,097.18. 

Q.  Do  you  know  of  any  corporation  insolvent,  as  the  Erie 
was  from  1875  to  1878,  that  reports  as  paid,  to  the  State  Engi- 
neer, accrued  interest  which  it  did  not  pay  ?     A.  No,  sir. 

Q.  Under  what  head  does  the  item  appear  of  the  payment 
of  that  interest  to  the  State  Engineer  ?  A.  Under  the  head  of 
payments — cash  payments. 

By  Mr.  Little  : 

Q.  You  state  in  your  affidavit  here  that  the  earnings  were 
$48,000,000  and  the  expenses  $36,000,000,  leaving  a  balance  of 
$12,000,000 ;  you  have,  also  testified  that  on  the  Eeceiver's 
ledger  the  credit  to  profit  and  loss  was,  for  the  same  period, 
about  $6,000,000 ;  how  do  you  account  for  the  difference  be- 
tween what  you  say  the  credit  was  here  and  the  credit  on  the 
ledger  was  ?  A.  I  don't  account  for  it ;  I  don't  pretend  to  ac- 
count for  it ;  of  course  I  know  your  entry  on  the  Eeceiver's 
ledger  is  wrong  ;  you  will  find  that  when  the  entry  comes  to 
be  examined. 

Q.  And  that  you  are  radically  right  here  ?  A.  There  is  a 
difference  between  you  and  me  as -to  the  construction  of  the 
word  receipts  ;  I  merely  say  that  all  the  money  that  the  com- 


1050 

pany  receives  for  the  transportation  of  freight  is  earnings,  and 
it  is  subject  to  countercharges. 

Q.  Whether  it  belongs  to  the  road  or  not ;  is  it  earnings 
whether  it  belongs  to  us  or  not  ?  A.  It  is  not  net  earnings ; 
it  is  gross  earnings. 

Q.  Is  it  gross  earnings  whether  it  belongs  to  us  or  not  ?  A. 
Well,  it  comes  to  you  in  the  shape  of  earnings ;  that  is  all ; 
you  have  asked  me  what  I  would  do  in  a  case  of  that  kind ; 
I  simply  mean  to  say  that  all  the  receipts  of  the  railroad  that 
comes  into  its  hands  as  receipts  for  traffic  I  would  credit  to 
earnings  account ;  but  it  appears  you  subdivide  that  head 
and  say  that  only  such  a  portion  belongs  to  earnings  ;  I  should 
call  them  gross  earnings,  and  after  I  had  charged  back  what 
belonged  to  other  roads,  I  should  call  them  net  earnings. 

Adjourned  to  July  15th,  1879,  at  10  o'clock  A.  m_ 


July  15th,  1879. 

The  Committee  met  pursuant  to  adjournment,  and  was 
called  to  order  by  the  Chairman. 

Present — All  the  members  of  the  Committee,  except  Mr. 
Wadswoeth. 

Counsel  for  the  New  York,  Lake  Erie  &  Western  Railroad 
Company  admit  that  the  Erie  Railway  did  not  make  any  report 
for  1878,  to  the  State  of  Pennsylvania. 

(Instruction  issued  by  the  State  Engineer  and  Surveyor  of 
the  State  of  New  York,  dated  October  25,  1878,  received  in 
evidence,  and  marked  Exhibit  No.  1,  July  15th,  1879.) 

Mr.  Stekne — Without  offering,  I  ask  the  Committee  to  take 
judicial  notice,  as  it  were,  of  certain  reports,  on  file  in  this  dis- 
trict— Supreme  Court  records. 

1st.  The  complaint,  in  the  action  of  the  People  against  the 
Erie  Railway  Co. 
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2d.  The  amended  summons  and  amended  and  supplemental 
complaint  in  the  same  action,  filed  on  the  26th  of  May,  1875. 

The  order  appointing  the  Receiver  on  the  26th  of  May, 
1875. 

The  affidavit  of  Wilbur  M.  Brown,  the  attorney  for  the 
People,  filed  on  the  26th  of  May,  1875. 

And  in  that  connection  Exhibit  A,  filed  May  4th,  1876,  en- 
titled, "  In  the  Farmers'  Loan  &  Trust  Company  against  the 
Erie  Railway  Company."  being  the  Receiver's  exhibit  of  re- 
ceipts and  disbursements.  Page  9  contains  the  item,  under 
head  of  January  6th,  "  Wilbur  M.  Brown,  legal  expenses,  229, 
$5,000." 

Mr.  Shipman  objected  to  the  introduction  in  evidence  of 
these  papers  on  the  ground  that  they  are  matters  of  record  in 
the  courts  of  the  State  ;  that  it  is  res  adjudicata ;  and,  also, 
that  it  is  a  matter  solely  between  the  stockholders,  and  it  does 
not  subserve  any  public  interest  to  go  into  it. 

The  Chairman — The  evidence  embraced  in  this  offer  seems 
to  be  all  a  matter  of  record  now,  and  the  Committee  are  dis- 
posed to  take  it  and  examine  it,  and  determine  whether  they 
will  put  it  in  evidence. 

Mr.  Shipman — Then,  of  course,  if  they  decide  to  put  it  in 
evidence,  we  shall  have  an  opportunity  to  put  in  the  rest  of 
the  record  ;  that  is  about  one-twentieth  part  of  the  suit  of  fore- 
closure. 

Mr.  Sterne — We  do  not  propose  to  offer  this  record  at  all ; 
I  ask  the  Committee  to  take  judicial  notice  of  these  facts,  of 
these  records. 

The  Chairman — You  do  not  offer  it  in  evidence  ?  The  atten- 
tion of  the  Committee  is  simply  called  to  it  ? 

Mr.  Sterne — Simply  in  connection  with  the  Erie  Railway 
Company. 

The  Chairman — We  accept  it  in  that  light.  Tou  simply  call 
the  attention  of  the  Committee  to  certain  documents  which 
are  matters  of  record ;  those  documents  may  be  impeached 
themselves  by  other  matters  contained  in  the  same  record,  and 
the  Committee  are  not  called  upon  to  act  upon  the  matter  now. 
Is  that  all  the  documentary  evidence  you  have  ? 
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Mr.  Sterne  offered  a  statement  of  M;\  Butter,  giving  the 
rates  charged  to  the  Standard  Oil  Company,  &c,  for  the  year 
1878,  -which  was  received  as  part  of  Mr.  Butter's  evidence,  and 
is  as  follows  : 

"  Hon.  A.  B.  Hepburn, 

"  Chairman,  Special  Railroad  Committee: 

"  Dear  Sir — The  following  are  the  rates  on  petroleum 
"  charged  to,  and  paid  by  the  Standard  Oil  Company,  J.  A. 
"  Bostwick  &  Co.,  Acme  Oil  Company,  Keystone  Oil  Company, 
"  Pioneer  Oil  Company,  Hanna,  Chapin  &  Co.,  Conigan  & 
"  Co.,  American  Lubricating  Oil  Company,  Eclipse  Lubri- 
"  eating  Company,  Imperial  Oil  Company,  W.  H.  Doane,  Bos- 
"  ton  Befiners  Line,  and  others,  during  the  year  1878. 

"  1878. 
"  January   1st  to   April  30,   refined,  from  Cleveland 

"  Oil  City,  Franklin   and   Titusville,  in   bbls.,  per 

"  bbl.,  to  New  York  and  Boston $1  25£ 

"  Jan.  1st  to  April  30,  crude  from  Warren  to  New  York, 

"  in  tanks 1  01 

"  Jan.    1st   to  April   30,  crude  from  Oil  City  to  New 

"  York,  per  bbl.,  in  tanks 1  26 

"  May   1st  to  July  '22,  refined,  from  Cleveland,  etc., 

"  per  bbl 1  00 

"  May  1st  to  July  22,  crude,  from  Oil  City,  per  bbl...       1  26 

'.'  "  Salamanca,  per  bbl.       1  03| 

"  July  23d  to  December  8,  refined,  from  Cleveland, 

"  etc.,  per  bbl 80 

"  July  23d  to  Dec.  8,  crude,  from  Oil  City Ill 

"     Salamanca  88£ 

"  Dec.  9th  to  Jan'y  1,  1879,  refined,  from  Cleveland, 

"  per  bbl 1  00 

crude,  from  Oil  City 1  26 

"    Salamanca,  per  bbl.       1  03| 
"  May  6th  to  Jan.  1,  1879,  refined,   from  Cleveland, 

"  etc.,  in  bulk,  per  car 60  00 

"  equal  to  60c.  per  bbl. 

"  The  above  is  correct  to  the  best  of  my  information  and 
"  belief. 

"  J.  H.  Butter." 

Mr.  STERNEr-One  suggestion  in  relation  to  the  statement 
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that  Mr.  Butter  offers.     There   should  be   in   some   way  or 
other  added  thereto  the  weight  per  barrel  of  oil. 

Mr.  Blanchard— I  should  say  they  run  from  365  to  890 
pounds,  depending  on  the  character  of  the  wood  put  into  the 
barrel  and  the  various  weights  of  the  hoops,  etc.  I  will  have 
some  barrels  weighed  and  give  it  to  you. 

Edwin  D.  Worcester  sworn  : 

By  Mr.  Steele  : 

Q.  You  are  the  Treasurer  of  the  New  York  Central  &  Hud- 
son Biver  Bailroad  Company,  are  you  not  ?  A.  No,  sir  ;  I  am 
not. 

Q.  What  is  your  position  in  the  company  ?  A.  I  am  Secre- 
tary ;  I  was  formerly  Treasurer. 

Q.  How  long  have  you  been  connected  with  the  New  York 
Central  Division  ?  A.  You  mean  the  old  New  York  Central 
Company  ?  I  became  connected  with  that  at  the  time  of  the 
consolida' ion  in  1853. 

Q.  And  have  continued  your  connection  after  the  consolida- 
tion with  the  Hudson  Biver  Bailroad  in  1869  ?  A.  Yes,  sir  ; 
to  the  present  time. 

Q.  Down  to  the  present  time  continuously  ?  A.  Continu- 
ously. 

Q.  You  have  charge,  have  you  not,  of  the  leases  and  con- 
tracts made  by  your  corporation  ?  A.  I  have  charge  of  some  of 
the  leases  and  contracts  ;  "  contracts,"  of  course,  is  a  very 
broad  term ;  we  have  very  many  contracts,  some  of  which  I 
do  not  have  charge  of. 

Q.  Special  contract  for  freights,  for  instance  ?  A.  No  ;  lots 
of  other  contracts  I  never  see  at  all ;  certain  contracts  of  cer- 
tain character  I  do  have  charge  of. 

Q.  Explain  what  the  contracts  are  that  you  have  charge  of? 
A.  Leases  of  other  railroad  companies. 

Q.  Did  you  bring  with  you,  the  lease  of  the  Spuyten  Duyvel 
&  Port  Morris  Company,  to  the  New  York  Central  Bailroad  ? 
A.  I  did  not ;  I  was  not  asked  to  bring  it. 

Q.  Can  you  bring  that  to-morrow,  or  send  for  it  this  after- 
noon ?     A.  I  don't  think  I  can ;  it  is  in  Albany. 

Q.  Why  should  that  be  at  Albany  ?    A.  The  Secretary's 
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office  of  the  company  is  at  Albany ;  a  great  many  of  the  im- 
portant papers  are  lodged  at  Albany. 

Q.  And  not  at  the  Grand  Central  Depot  here?  A.  Yes, 
some  are  there  temporarily  ;  I  am  not  sure  but  that  lease  may 
be  at  the  Grand  Central  Depot. 

Q.  Will  you  have  a  search  made  and  find  it  ?  A.  I  will  in- 
quire about  it. 

Q.  Have  you  brought  with  you  the  lease  of  the  Syracuse 
Junction  Railway  ?     A.  I  have. 

Q.  Have  you  brought  with  you  the  lease  of  the  Junction 
Railway  at  Buffalo  ?     A.  I  have. 

Q.  Have  you  brought  with  you  the  lease  of  the  Dunkirk, 
Alleghany  &  Pittsburgh  Company  ?     A.  I  have  not. 

Q.  There  is  such  a  lease,  isn't  there  ?     A.  There  is   such  a 
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Yes,  sir;  I  can  bring  that ;  that  is  in  print  and  I  can  bring  a 
copy  of  it. 

Q.  A  lease  of  the  Syracuse,  Geneva  &  Corning  Railroad  ? 
A.  There  is  no  lease  of  that  kind. 

Q.  Isn't  that  railroad  run  in  connection  with  the  New  York 
Central  Railway  system  ?  A.  It  runs  in  connection  in  a  cer- 
tain way  ;  it  joins  at  Geneva. 

Q.  You  are,  however,  a  Director  in  both  companies,  are  you 
not  ?  A.  I  am  not  a  Director  in  the  Central ;  I  am  a  Director, 
I  am  Treasurer  of  the  Syracuse,  Geneva  &  Corning. 

Q.  Are  you  a  Directoi  in  the  New  York  Central  ?  A.  I  am 
not  and  never  was. 

Q.  Are  you  a  Director  in  the  Spuyten  Duyvel  &  Port  Morris 
Railroad  ?     A.  I  am  not. 

Q.  Are  you  a  Director  in  the  Syracuse  Junction  Railroad  ? 
A.  I  am  President  of  that. 

Q.  Are  you  a  Director  or  officer  of  the  Junction  Railroad  at 
Buffalo  ?     A.  I  am  Director  and  Secretary  of  that  company. 

Q.  Where  are  the  books  of  the  Spuyten  Duyvel  &  Poit 
Morris  Railroad  Company?  A.  That  I  am  unable  to  say;  I 
have  not  any  connection  with  that  company  officially  or  other- 
wise ;  I  know  nothing  about  their  affairs. 

Q.  You  don't  know  who  owns  the  stock  of  that  company?  A. 
I  know  nothing  about  its  affairs. 

Q.  Absolutely  nothing?    A.  Absolutely  nothing. 
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Q.  How  is  it  about  the  Junction  Railway  at  Syracuse ;  you 
know  all  about  that  don't  you  ?  A.  I  know  some  things  about 
it. 

Q.  Where  are  the  books  of  that  corporation  ?  A.  I  don't 
think  it  has  any  books  ;  it  may  have  a  book. 

Q.  Does  that  book  contain  the  whole  stockholding  interest 
as  well  as  everything  else  in  relation  to  it  ?  A.  Probably  it 
does,  with  the  exception  of  one  other  paper ;  I  think  that  the 
articles  of  association,  together  with  the  book  of  the  Directors' 
minutes,  and  the  lease  to  the  New  York  Central  &  Hudson 
River  Railroad,  constitute  all  the  books  and  papers  that 
company  has — everything ;  I  don't  think  that  they  have  any- 
thing else  at  all. 

Q.  Well,  has  the  direction  not  changed  since  the  articles  of 
association  were  filed  ?  A.  I  think  there  has  been  one  election 
since  that;  yes,  sir;  what  is  the  date  of  the  articles  of  associa- 
tion, 1873,  isn't  it? 

Q.  June,  1873  ?  A.  There  was  an  election  held  in  June, 
1875 ;  there  has  been  none  since  ;  I  can  give  you  the  directors 
elected  then  if  you  want  them. 

Q.  The  names  of  the  Directors,  as  given  here,  are  Cornelius 

Vanderbilt,  William  H.  Vanderbilt,  Samuel  F.  Barger A. 

They  have  been  changed  since  ;  there  was  an  election  in  June, 
1875  ;  I  can  give  you  the  names  of  the  Directors  elected  then. 

Q.  Give  me  them?  A.  William  H.  Vanderbilt,  Cornelius 
Vanderbilt — this  Cornelius  is  the  young  gentleman,  son  of 
William  H. — William  K.  Vanderbilt,  Frederick  W.  Vanderbilt, 
Augustus  Schell,  Samuel  F.  Barger,  Edwin  D.  Worcester, 
James  Tillinghast,  and  Charles  H.  Fisher ;  those  are  the 
Directors  of  the  Syracuse  Junction  Railway  Company,  elected 
in  June,  1875 — nine  of  them. 

Q.  Now  the  Buffalo  Junction  ?  A.  You  want  the  names 
of  the  Directors? 

Q.  Yes.  A.  Those  were  elected  on  the  same  date  :  William 
H.  Vanderbilt,  Cornelius  Vanderbilt,  William  K.  Vanderbilt, 
Frederick  W.  Vanderbilt,  Augustus  Schell,  Samuel  F.  Barger, 
Edwin  D.  Worcester,  James  Tillinghast,  Joseph  Harker, 
Chauncey  M.  Depew,  James  H.  Rutter,  James  M.  Marvin,  and 
George  J.  Whitney. 

Q.  Give  the  directors  of  the  Dunkirk,  Alleghany  &  Pitts- 
burgh ?    A.  You  want  the  directors  of  that  company  ? 
121 
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Q.  Yes;  that  is  the  one  under  lease,  isn't  it?  A.  That  is 
under  lease ;  yes,  sir  ;  this  all  appears  nicely  in  print  in  the 
last  volume  of  the  State  Engineer's  Report — it  is  only  a 
repitition  of  what  is  in  there  ;  however  I  can  give  you  those 
names  as  I  commenced,  just  as  readily ;  the  Dunkirk, 
Alleghany  Valley  &  Pittsburgh,  the  last  election  that  was  held 
in  that  was  on  the  3d  of  December,  1878  ;  the  Directors  elected 
— there  are  thirteen  in  that  company — William  H.  Vanderbilt, 
Cornelius  Vanderbilt,  William  K.  Vanderbilt,  Frederick  W. 
Vanderbilt,  Augustus  Schell,  Samuel  F.  Barger,  Joseph  Harker, 
Chauncey  M.  Depew,  Edwin  D.  Worcester,  J.  Condit  Smith, 
Stephen  M.  Newton,  Eassellas  Brown,  and  David  H.  Mitchell. 

Q.  Can  you  give  this  Committee  the  information  as  to  how 
the  stock  of  those  various  corporations  is  held  ?  A.  It  is  held, 
the  Dunkirk,  Allegheny  Valley  &  Pittsburgh — I  could  not  tell 
you  exactly  how  it  is  held  ;  it  is  held  like  any  other  stock,  by 
various  parties  ;  that  was  an  old  company,  existing  before  the 
Central  had  any  connection  with  it ;  the  stock  of  the  Syracuse 
Junction  Railroad  is  held  just  as  it  was  subscribed  for,  in  the 
articles  of  association  ;  I  think  there  is  no  change  from  that  at 
all. 

Q.  Was  tlie  full  stock  subscribed  for  then  ?  A.  The  articles 
there  speak  for  themselves. 

Q.  How  is  it  as  to  the  stock  of  the  Junction  at  Buffalo  ?  A. 
The  capital  stock  of  the  Junction  Railroad — which,  by  the  way, 
is  the  name  of  the  company,  without  any  "Buffalo,"  but  I  will 
call  it  "  Buffalo  Junction,"  to  distinguish  it  from  the  "  Syracuse 
Junction  ;"  the  technical  name  is  "  Junction  Railroad." 

Q.  I  speak  of  it  as  "  Buffalo  "  to  distinguish  it  from  the 
"  Syracuse  ?"  A.  I  always  called  it  so  ;  the  stock  of  that  com- 
pany was  subscribed  for  originally,  by  individuals,  but  at  the 
present  time,  excepting  what  stands  in  the  names  of  the  Di- 
rectors to  qualify  them — it  may  be  one  or  five  shares  apiece — 
the  rest  is  all  owned  by  the  New  York  Central  &  Hudson 
River  Railroad  Company. 

Q.  How  is  it  about  the  stock  of  the  Spuyten  Duyvel  &  Port 
Morris  Railroad?  A.  I  told  you,  a  moment  ago,  I  didn't 
know  anything  about  the  affairs  of  that. 

Q.  You  do  know  that  the  New  York  Central  don't  own  it? 
A.  Yes  ;  I  know  that ;  I  know  that  the  New  York  Central 
does  not  own  it. 
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Q.  Will  you  kindly  produce  the  lease  of  the  Syracuse  June* 
tion,  and  the  Junction  at  Buffalo  ?  A.  Yes,  sir ;  you  asked  me 
to  furnish  you  the  Spuyten  Duyvel  lease. 

Q.  Yes.  A.  And  the  Dunkirk,  Alleghany  Valley  &  Pitts- 
burgh ? 

Q.  Yes.  A.  These  are  the  original  leases  therefor  ;  I  want 
to  keep  them  in  my  possession ;  I  mean  except  for  handing 
around. 

Q.  You  can  have  them  copied  very  readily,  can  you  not  ? 
A.  Well,  I  am  not  furnished  much  force  for  copying,  however 
I  will  try  to  ;  I  don't  think  you  will  find  anything  in  them  that 
you  will  care  much  about  a  copy  of. 

Q.  Why  not ;  it  contains  the  truth,  and  we  want  the  truth 
here  ?     A.  Well,  the  truth  sometimes  is  not  very  important. 

(Original  lease  of  the  Syracuse  Junction  Railroad  Company 
to  the  New  York  Central  &  Hudson  River  Railroad  Company 
produced  by  the  witness.) 

Q.  This  was  substantially  an  absorption  of  that  corporation 
by  the  New  York  Central  at  a  nominal  rent  of  one  dollar  per 
year ;  is  that  it  ?  A.  It  will  be  an  absorption  if  the  provis- 
ion of  the  Act  of  the  Legislature,  passed  this  last  winter  in  re- 
lation to  railroads  held  under  lease  is  followed  out ;  the  or- 
ganization of  the  New  York  Central  then  becomes  henceforth  the 
organization  of  that,  which  of  course  will  follow ;  the  road  was 
simply  built  by  the  New  York  Central  Railroad  ;  it  never  had 
any  existence,  except  as  a  legal  means,  for  the  purpose  of  getting 
around  the  City  of  Syracuse  with  two  freight  tracks  when  the 
Legislature  had  refused  to  grant  the  New  York  Central  & 
Hudson  River  Railroad  the  permission  to  lay  down  two  more 
tracks — the  Legislature  had  refused  to  do  that ;  then,  after  that 
deference  to  the  law-making  power,  for  so  I  consider  it,  we 
then  had  to  resort  to  this  sort  of  thing  to  get  around  the  ob- 
stacle— by  organizing  small  companies  ;  there  was  never  a  dol- 
lar paid  into  the  Syracuse  Junction  Road  by  anybody,  except 
by  the  New  York  Central  Railroad  Company  ;  they  paid,  in 
fact,  the  subscription  to  the  stock  of  the  individual  members  ; 
of  course  certain  accounts  are  kept ;  the  Syracuse  Junc- 
tion Railroad  Company,  as  a  corporation,,  is  charged  with  the 
expenditure  of  the  money  on  the  New  York  Central's  books. 
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Q.  How  is  it  with  the  Buffalo  Junction  ?  A.  The  Buffalo 
Junction  is  substantially  in  the  same  way,  but  with  this  dif- 
ference, the  Buffalo  Junction  Boad  was  projected  originally  as 
an  independent  enterprise  ;  it  was  projected  by  Mr.  Tilling- 
hast,  who  was  Superintendent  of  the  New  York  Central  Divi- 
sion ;  he  got  the  subscription  for  the  stock,  and  undertook  to 
build  the  road ;  the  importance  of  it,  however,'  to  the  New 
York  Central  was  very  apparent,  and  an  arrangement  was 
made  by  which  all  the  stock  was  bought  up  by  the  Central ;  I 
think  par  was  paid  for  it  all ;  I  think,  in  one  case  of  one  or  two 
men  who  held  out  for  some  time,  par  and  the  interest  ont  he 
money,  from  the  time  they  paid  for  it,  was  paid  ;  then  the 
Central  built  the  rest  of  the  road,  and  the  difference  only  is, 
that  the  Central  owls  the  stock  in  that  road,  whereas  it  does 
not  in  the  Syracuse  Junction  nominally. 

Q.  This  Buffalo  Junction  was  originally  subscribed  for  by 
private  parties  ;  wasn't  that  stock  largely  held  by  the  direction 
of  the  New  York  Central  ?  A.  No,  sir ;  my  impression  is,  that 
in  the  original  stock,  there  was  not  a  Director  of  the  New 
York  Central  in  it  at  all ;  that  is  my  impression. 

A.  And  that  this  purchase  by  the  New  York  Central  Bail- 
way,  was  of  a  purchase  not  from  parties  interested  in  the  New 
York  Central,  but  an  independent  purchase  from  outside 
parties  ?  A.  Entirely  so  ;  I  want  to  say,  to  have  the  matter 
understood — ought  to  say  perhaps  —that  the  cost  of  the  Buf- 
falo Junction  Road,  is  very  largely  in  excess  of  its  capital 
stock,  and  the  expenditure  on  it  in  excess  of  the  capital  stock 
has  been  paid  by  the  New  York  Central  &  Hudson  River 
Company. 

Q.  Did  the  cost,  when  the  New  York  Central  Railway  took 
possession  of  it  under  this  purchase  of  stock,  represent  its 
stock  capital  ?     A.  I  don't  understand  your  question. 

Q.  Did  the  actual  cost  of  the  Buffalo  Junction  Railway 
Company,  represent  its  stock  capital  ?  A.  I  think  there  had 
been  some  money  expended  on  it,  in  anticipation  of  the  pur- 
chase of  this  stock  ;  the  New  York  Central  had  been  advancing 
money  to  build  the  road  before  it  was  enabled  to  buy  the  stock ; 
do  you  want  to  look  at  the  Buffalo  Junction  lease  ? 

(Lease  of  the  Buffalo  Junction  Railroad  to  the  New  York 
Central,  etc.,  produced.) 
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Q.  That  is  a  lease  of  the  same  character  as  the  other — for 
one  dollar — isn't  it  ?  A.  No,  it  is  not,  it  is  an  agreement  to 
pay  the  dividends  on  the  capital  stock  of  the  company  at  the 
same  rates  and  times  that  it  pays  on  its  own  stock  ;  that  is 
merely  nominal,  because  the  New  York  Central  owns  the 
whole  of  it. 

Q.  You  have  got  a  stock  list  there  ?  A.  No,  not  of  that 
road. 

Q.  We  don't  want  to  put  these  in  evidence,  we  want  you 
to  state  the  substance  ?  A.  They  are  the  usual  forms  of 
leases  granting  property  for  a  term  of  years  ;  and  in  this 
case,  for  the  nominal  consideration  of  one  dollar — in  the  case 
of  the  Syracuse  Junction — and  in  the  Buffalo  Junction,  it  pays 
the  same  dividends  on  its  stock  that  it  pays  upon  its  own 
capital  stock. 

Q.  And 'you  say  the  whole  of  the  capital  is  owned  by  the 
New  York  Central  Railway  ?     A.  Yes,  sir. 

Q.  Therefore,  practically,  it  is  nominal  ?  A.  Yes,  sir ;  there 
is  the  usual  covenant  for  a  re-entry  and  agreements,  but  the 
essence  is  what  I  have  stated. 

Q.  How  is  it  with  the  Dunkirk  lease  ?  A.  The  Dunkirk  & 
Alleghany  Yalley  lease  is  a  lease  of  a  road  of  an  independent 
corporation,  the  lease  is  longer  than  those,  much  more  formal 
and  much  more  complication  about  it ;  you  will  see  what  it  is 
when  I  bring  it  to-morrow. 

Q.  That  organization  is  kept  up  as  an  independent  organi- 
zation ?     A.  Yes,  sir  ;  kept  up. 

Q.  Do  you  say  you  cannot  get  at  the  stockholding  interest 
of  that  corporation  ?  A.  Of  the  Dunkirk,  Alleghany  Valley 
&  Pittsburgh  ? 

Q.  Yes.  A.  Oh,  yes,  I  can  furnish  it ;  I  can  tell  what  it  is  ; 
I  have  not  got  it  here. 

Q.  We  don't  want  the  smaller  stockholders,  less  than  500 
shares  ?  A.  The  list  will  be  very  small ;  I  will  bring  that 
list. 

Q.  Bring  the  list  of  the  larger  stockholders?  A.  I  will; 
I  may  say,  perhaps,  to  save  the  trouble  of  bringing  the  list, 
that  at  least  three-fourths  of  that  stock,  I  think,  is  owned  by 
the  New  York  Central  Railroad  Company,  and  the  rest  cannot 
be  got  because  the  people 
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Q.  Won't  sell  it?  A.  No,  they  don't  think  it  is  worth 
enough  to  name  a  price  on  it — it  has  no  value  whatever.   ' 

Q.  Is  no  dividends  paid  on  that  stock  ?  A.  I  will  tell  you 
how  that  is  :  under  the  lease  there  is  a  reservation  of  one  and 
a  half  per  cent,  per  annum  on  the  stock  ;  there  is  another  pro- 
vision in  the  lease,  that  whereas  there  are  certain  debts  of  the 
old  company  outstanding,  I  am  appointed  trustee,  to  receive 
what  would  be  this  one  and  a  half  per  cent.,  and  expend  it  in 
the  payment  of  these  debts  ;  these  debts  were  not  known  at 
the  time  the  agreement  was  made ;  they  were  ascertained 
afterwards,  but  before  the  lease  was  executed — not  known  in 
the  preliminary  organization. 

Q.  And  that  would  take  some  little  time,  before  there  is  any 
anticipation  of  profit  to  the  stockholders  ?  A.  A  very  close 
computation  shows  that  it  will  take  about  sixty  years. 

Q.  To  pay  off  these  debts  ?     A.  Yes. 

Q.  How  long  a  line  is  that  ?  A.  There  was  104  or  105  miles 
projected,  of  which  about  90  are  completed. 

By  Mr.  Terry  : 

Q.  What  line  is  that  ?  A.  The  line  from  Dunkirk  down  to 
Titusville,  called  the  Dunkirk,  Alleghany  Valley  &  Pitts- 
burgh ;  shall  I  bring  you  the  lease  ? 

By  Mr.  Sterne  : 

Q.  Oh,  no  ;  I  will  take  your  statement  on  this  subject ;  that 
is  quite  as  satisfactory  as  the  document  itself ;  have  you  in 
your  possession  or  under  your  control  the  contracts  with  the 
various  stock  yard  companies  ?  A.  No,  sir ;  I  don't  think  I 
have  those. 

Q.  Who  has  them  ?  A.  I  will  mention  that  a  great  many 
papers  that  perhaps  are  nominally  under  my  control  are  not 
in  my  possession ;  a  great  many  papers  are  under  nobody's 
special  control ;  they  find  their  way  into  the  department  that 
has  the  most  occasion  to  refer  to  them,  and  they  stay  there  ; 
that  paper  I  saw  when  it  was  executed ;  it  is  not  in  my  pos- 
session now  I  know,  but  I  do  not  know  in  which  office  it  is  ; 
it  is  in  some  office  of  the  company. 

Mr.  Sterne — Mr.  Depew,  you  will  produce  that,  won't  you? 

Mr.  Depew — Any  contracts  you  want,  we  will  produce 
them. 
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Q.  How  many  stock  yard  companies  are  there,  to  which  the 
New  York  Central  Eailroad  Company  delivers  horned  cattle 
and  small  stock  ?  A.  That  I  don't  know ;  I  only  know  of  one 
contract ;  I  have  never  paid  any  special  heed  to  the  details  of 
that  matter. 

Q.  What  is  it ;  the  Union  Stock  Yard  &  Market  Company  ? 
A.  Yes,  sir ;  I  think  that  is  the  name  ;  that  is  all  that  I  know 
of. 

Q.  Does  the  New  York  Central  own  the  stock  of  that?  A. 
Not  that  I  know  of. 

Q.  You  would  know  it  if  it  did  ?  A.  Well,  yes,  I  suppose  I 
would,  unless  there  was  some  mysterious  way  of  hiding  these 
things,  as  has  been  shown  here  the  last  two  or  three  days. 

Q.  Do  you  know  who  are  the  Directors  and  the  largest  stock- 
holders of  the  Union  Stock  Yard  &  Market  Company  ?  A.  I 
do  not  know  anything  of  it,  excepting  this  lease. 

Q.  The  New  York  Central  Railway  Company  bought  the 
property  and  leased  it?     A.  Yes,  sir ;  acquired  title  to  it. 

Q.  Can  you  state  how  much  it  cost?  A.  I  cannot,  not 
now. 

Q.  Can  you  give  the  information — we  obtained  the  informa- 
tion as  to  the  cost  of  the  elevator  ?  A.  I  dont  know 
whether  I  could  or  not ;  the  information  is  not  contained  in 
any  records  that  are  under  my  control ;  1  suppose  that  I  could 
obtain  almost  any  information  by  asking  the  persons  who  were 
in  the  control  of  the  particular  books,  but  I  shall  not  under- 
take anything  of  that  kind  myself. 

Q.  The  reason  that  I  ask  you  to  give  us  the  information,  is 
that  we  want  to  save  the  trouble  of  putting  somebody  else  on 
the  stand  and  asking  them  for  the  same  information  ;  that  in- 
formation would  probably  be  in  the  hands  of  the  auditor, 
wouldn't  it  ?  A.  That  would  save  me  the  trouble  if  you  would 
put  some  one  else  on. 

Q.  Have  you,  under  your  control,  the  amount  paid  by  Mr. 
Wagner  under  his  contract  ?     A.  I  have  not. 

Q.  Who  would  have  that  ?  A,  It  would  be  known  in  the 
Treasurer's  office. 

Q.  Can  you  get  for  this  Committee  the  information  on  that  ? 
A.  As  I  mentioned  to  you,  I  suppose  if  I  asked  the  Treasurer, 
he  would  furnish  it  to  me. 

Mr.  Depew— I  told  you  yesterday,  I  would  furnish  that. 
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The  Witness— I  think,  if  you  ask  Mr.  Depew  for  any'of  that 
information,  he  would  get  it  for  you ;  I  would  be  simply  doing 
an  errand  in  going  to  ask  for  it. 

Q.  We  want  it  in  connection  with  your  testimony  ?  A.  I 
cannot  swear  to  it,  except  that  I  got  it  from  some  one  else. 

Q.  That  will  answer ;  are  you  in  any  shape  or  form  con- 
nected with  the  New  York  Central  Sleeping  Car  Company? 
A.  Individually  ? 

Q.  Individually  ?     A.  No,  sir  ;  I  am  not. 

Q.  Do  you  know  who  the  Directors  are  ?  A.  Of  the  sleep- 
ing car  company  ? 

Q.  Yes  ?     A.  No,  sir  ;  I  do  not. 

Q.  Does  the  New  York  Central  own  any  stock  of  the  Wag- 
ner Drawing  Room  Car  Company,  or  the  New  York  Central 
Sleeping  Car  Company  ?     A.  I  think  not. 

Q.  None  ?  A.  No,  sir  ;  the  law  prohibits  them  from  being 
interested  in  sleeping  cars  ;  there  is  a  provision  that  they  shall 
not  have  any  interest  in  the  sleeping  cars  at  all. 

Q.  You  don't  want  to  misquote  the  law,  but  I  think  you  are 
not  quoting  it  correctly?  A.  Well,  have  an  interest  in  the 
proceeds,  isn't  it — profits  ? 

Q.  They  are  not  permitted  to  run  sleeping  cars,  under  the 
law  ;  there  is  such  a  law  ;  do  you  know  of  any  effort  that  the 
New  York  Central  &  Hudson  River  Railroad  Company  have 
made  to  get  rid  of  that  law  ?     A.  That  I  don't  know. 

Q.  You  don't  know  of  Mr.  Depew  having  made  very  stren- 
uous efforts  to  have  that  law  repealed  ?  A.  It  exists,  however, 
still ;  it  is  not  that  they  shall  not  run  sleeping  cars  ;  it  is  that 
they  shall  not  have  any  participation  in  the  profits  growing 
out  of  the  earnings  ;  I  think  you  will  find  that  is  the  provision. 

Mr.  Depew — I  know  whatever  the  New  York  Central  wants 
almost  everybody  else  resists.  When  we  wanted  to  build  four 
tracks  the  Legislature  would  not  permit  us  to  do  it. 

Mr.  Stebne — Do  you  mean  that  the  Legislature  would  not 
allow  you  to  run  four  tracks  through  the    State   of  New  Yoik. 

The  Witness — We  made  an  application  for  permission  to  lay 
down  two  additional  tracks ;  a  bill  was  introduced  in  the 
Legislature,  and  a  provision  of  that  bill  was  that  we  might 
diverge,  and  under  that  it  was  said  that  we  might  build  another 
railroad  from  New  York  to  Buffalo;  that  was  one  of  the 
alleged  reasons  for  having  the  bill  amended— or  assigned  rea- 
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sons — the  danger  that  there  would  be  another  railroad  from 
New  York  to  Buffalo,  and  that  would  be  such  a  terrible  thing, 
that  the  bill  had  to  be  amended.  The  divergence,  therefore, 
at  my  suggestion,  was  confined  to  a  distance,  I  think,  of  eight 
miles,  and  that  the  deflection  of  the  highest  point  of  departure 
from  the  main  line  should  not  exceed  a  certain  distance — two 
or  three  miles — having  in  view  when  we  wanted  to  get  around 
any  city  like  Schenectady,  Syracuse,  or  any  of  those  places ; 
the  Legislature  did  not  pass  the  bill. 

Q.  But  you  did  build  two  additional  tracks  ?  A.  We  did  it; 
we  knew  we  could  do  it  before  we  applied  for  that  law. 

Q.  Therefore  the  law  was  unnecessary  ?  A.  It  was  neces- 
sary for  this  purpose  ;  we  need  not  have  organized  the  Syra- 
cuse Junction  Boad. 

Q.  It  is  fair  to  assume  that  the  Legislature  knew  you  had 
the  power,  without  any  additional  legislation  ?  A.  I  am  not 
passing  judgment  upon  the  Legislature. 

Q.  The  action  of  the  Legislature  in  not  p.assing  your  law,  did 
not  defeat  the  object,  but  it  enabled  you  to  build  the  track  ;  it 
simply  added  to  your  difficulty  as  to  going  around  the  various 
towns  ? 

Mr.  Depew — In  many  cases  where  our  road-bed  is  too  nar- 
row it  made  it  very  difficult. 

The  Witness — It  added  considerably  to  the  expense,  because 
in  some  cases  we  might  have  got  a  cheaper  line ;  to  speak  of 
some  things  that  perhaps  have  no  money  value  put  on  them, 
it  detracted  very  much  from  the  dignity  of  the  enterprise,  be- 
cause it  was  whittled  down  to  all  sorts  of  subterfuges,  in- 
stead (jf  being  a  dignified,  above-board,  plain  thing ;  that  was 
a  consideration,  of  course. 

Q.  When  you  made  your  statement  as  to  the  provision  of 
law,  in  relation  to  the  sleeping  cars,  you  had  this  third  section 
of  the  Act  of  1868  in  mind,  had  you  not,  which  reads  :  "  No 
"  railroad  corporation  shall  be  interested  in  the  additional  sum 
"  paid  for  the  use  oi  berths  in  sleeping  oars,  pursuant  to  the 
"  provisions  of  this  act  "  ?  A.  That  was  what  I  had  in  mind ; 
it  is  not  a  provision  that  they  shall  not  run  them,  you  see. 

Q.  No ;  it  is  a  provision  that  any  sleeping  cars  that  are  put 
on  by  other  people,  they  shall  not  be  interested  in  the  addi- 
tional fare  ?     A.  Yes,  sir. 
122 
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Q.  In  other  words,  that  they  shall  not  charge  a  first-class 
fare  other  than  that  which  the  law  allows  ?  A.  I  don't  know 
what  the  meaning  is — there  is  the  section. 

Q.  That  is  my  interpretation  ;  have  you  brought  the  other 
lease  that  you  were  required  to  bring  by  your  subpoena  ?  A. 
I  think  the  subpoena  covers  no  leases  except  the  two  I  brought 
here  ;  the  subpoena  I  have  only  covers  those  two  leases  that  I 
produced — the  Syracuse  Junction  and  the  Buffalo  Junction.    < 

Q.  Have  you  brought  the  trial  balances  since  1^69  ?  A.  I 
have  not ;  they  are  not  in  my  custody. 

Q.  Have  you  brought  the  book  or  books  containing  the  cost 
of  construction  of  the  New  "York  Central  Eailroad  here  ?  A. 
They  are  not  in  my  custody. 

Q.  Did  the  New  York  Central  Eailway  pay  dividends  regu- 
larly from  1853  to  1868  ?     A.  Yes,  sir. 

Q.  Did  it  pay  dividends  regularly  from  1868  to  1879  ?  A. 
Yes,  sir  ;  including  one  due  to-day ;  there  is  oue  payable  to- 
day. 

Q.  Had  you  anything  to  do  with  the  preparation  of  the 
annual  reports  from  1853  to  1869  ?  A.  Yes,  sir ;  I  had  with 
some  of  them  ;  all  except  one  or  two  ;  the  one  for  1853  I  had 
not  quite  so  much  to  do  with  ;  the  one  for  1854  I  had  some- 
thing to  do  with. 

Q.  Did  you  state  in  those  annual  reports  from  1853  to  1869 
the  cost  of  construction,  as  taken  from  your  books  and  with- 
hold nothing  ?  A.  We  stated  the  cost  of  the  construction  as 
it  appeared  in  our  books  ;  yes,  sir. 

Q.  You  withheld  nothing  from  the  State  Engineer  as  to  the 
cost  of  construction,  as  it  appeared  on  your  books  from  year 
to  year  ?  A.  I  do  not  understand  your  question ;  I  say  we 
stated  the  construction  as  it  appeared  on  our  books  ;  it  seems 
to  me  that  covers  all  I  can  say. 

Q.  You  might  do  that,  and  yet  withhold  a  good  deal  of  in- 
formation ?  A.  There  was  no  information  as  to  the  cost,  ex- 
cept the  cost  stated  on  our  books. 

Q.  You  stated  it  fully  ?  A.  We  stated  what  the  cost  was, 
as  it  appeared  on  our  books ;  if  "  fully  "  is  necessary,  "fully;  " 
we  stated  whatever  was  there ;  let  me  say,  don't  misunder- 
stand me  as  saying  that  the  cost,  as  it  appeared  on  the  books, 
was  of  necessity— I  only  want  to  make  that  reservation,  that 
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the  cost  of  the  road,  as  it  appeared  on  the  books,  was  not  of 
necessity  the  real  cost  of  it. 

Q.  It  was  of  necessity?  A.  It  was  not  of  necessity  the  real 
cost. 

Q.  Now,  let  us  get  at  that ;  in  what  respect  would  the  real 
cost  of  the  railway  differ  from  the  cost  as  it  appeared  upon 
the  books  ?     A.  You  mean  what  would  make  a  different  cost? 

Q.  What  would  make  a  different  cost  ?  A.  I  will  tell  you 
generally  first ;  a  different  cost  would  be  the  addition  of  some- 
thing to  the  property  that  was  charged  to  expense,  instead  of 
to  the  particular  cost  of  the  road  ;  like  a  man  who  has  got  a 
house  that  cost  him  ten  thousand  dollars,  and  he  builds  an  ad- 
dition to  it  that  cost  him  two  thousand  dollars,  and  he  has  an 
income  that  year  of  ten  thousand  dollars,  and  he  puts  this  two 
thousand  dollars  that  he  expends  on  his  house  in  as  part  of  his 
expenses,  and  he  says  his  house  cost  ten  thousand  dollars  as 
before ;  that  would  make  one  case  ;  and  another  case  that 
might  vary  the  cost  the  other  way  would  be  the  destruction 
of  some  of  the  property  without  replacement,  by  which  the 
property  would  not  be  worth  so  much. 

Q.  That  is  to  say,  you  may  possibly  have  put  into  construc- 
tion that  which  is  properly  chargeable  to  expenses  ?  A.  No, 
sir  ;  you  are  just  reversing  the  thing. 

Q.  No,  I  say  you  may  possibly  have  put  into  construction 
that  which  is  properly  chargeable  to  expense,  01,  put  into  ex- 
pense that  which  is.  properly  charged  to  construction?  A. 
No,  sir  ;  you  may  have  put  into  expense  what  belongs  to  the 
construction,  but  the  other  is  not  put  into  construction — what 
belongs  to  expense  ;  it  is  an  item  iu  constiuction  which  disap- 
pears, and  you  don't  coriect  it. 

Q.  May  you  not  just  as  readily  carry  to  construction  that 
which  naturally  and  properly  belongs  to  expense  ?  A.  Of 
course  it  is  po-sible  to  do  that  thing. 

Q.  You  don't  know  but  that  might  have  been  done  ?  A.  It 
was  possible  to  do  so. 

Q.  Let  us  take  the  case  of  a  certain  number  of  your  freight 
cars  wearing  out  during  the  year,  or  a  locomotive  by  accident 
destroyed;  you  replace  the  locomotive;  that  might  make  its 
a[  penance  in  the  construction  account,  in  the  shape  of  a 
payment  made  either  for  those  cars  or  the  locomotive  ?  A.  Do 
you  mean  it  would  be  a  possible  thing  to  do   it  so  ? 
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Q.  It  is  just  as  possible  as  a  matter  of  bookkeeping,  as  the 
other  case  you  have  stated  ?  A.  I  will  state,  to  save  any  mis- 
apprehension, that  that  was  never  the  case  with  the  Central. 

Q.  Was  it  the  case  with  the  Central  that  a  great  many  items 
that  went  into  the  expense  account,  ought  properly  to  have 
been  charged  to  the  construction  account,  and  if  so,  if  you 
remember  an  instance,  let  us  have  it  ?  A.  I  could  not  give 
it  to  you  now,  but  there  were  a  great  many  cases ;  there 
was  a  very  considerable  amount  of  money  spent  on  the  prop- 
erty in  improving  it,  that  went  into  expenses ;  it  would  be 
quite  impossible  for  me  to  give  any  details  about  it  now. 

Q.  You  haven't  any  details  now  in  mind,  in  relation  to  it? 
A.  Oh,  no  ;  any  item  that  I  can  call  up,  would  not  be  any- 
thing ;  I  could  not  undertake  to  mention  the  items  now. 

Q.  You  had  not  any  additional  mileage,  had  you  ?  A.  Yes, 
sir ;  there  was  additional  track  laid  down  and  charged  to  ex- 
penses and  so  stated  in  one  of  our  reports — second  track  laid 
down,  sidings  laid  down,  new  buildings  erected,  substitution  of 
iron  bridges  for  wooden — all  went  into  expenses. 

Q.  Some  of  these  substitutions  would  necessarily  go  to  ex- 
pense, because  the  other  was  removed  and  taken  away  ?  A. 
The  Government  claimed  taxes  on  them ;  it  had  to  pay  it ; 
that  was  their  argument  they  made  us  pay  the  taxes  on  them  ; 
they  held  it  was  an  addition  to  the  property  on  which  we 
should  pay  taxes  ;  all  the  steel  rails  of  the  Central  Division  that 
were  substituted  for  iron,  the  difference  all  went  into  expenses  ; 
there  was  no  addition  made  to  construction  account,  yet  the 
Government  made  us  pay  tax  on  the  difference  between  the 
two. 

Q.  Was  not  there  a  loan  made,  representing  to  a  consider- 
able degree  the  expenses  for  laying  additional  tracks  ?  A.  You 
are  speaking  now  of  these  last  two? 

Q.  Yes.     A.  No,  sir ;  that  was  before  1869. 

Q.  You  are  speaking  of  the  period  anterior  to  1869  ?  A.  Yes, 
sir. 

Q.  You  say  the  second  track  ;  you  don't  rnean  the  building 
of  the  second  track  ?  A.  Yes,  sir ;  in  this  period,  between  1853 
and  1868,  the  original  Central  line  was  not  all  double  track. 

Q.  A  good  part  of  it  was  ?     A.  A  good  part  of  it. 

Q..  The  Utica,  Schenectady  &  Troy  branch,  and  the  Utica 
&  Syracuse  branch?      A.    A  very  considerable  portion  of  it 
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was,  but  not  all ;  I  will  tell  you,  to  save  time,  it  was  not  a 
double  track  west  of  Rochester — I  mean  west  of  Syracuse ;  a 
double  track  from  Buffalo  to  Rochester  was  put  in  after  the 
consolidation  in  1853 ;  the  second  track  between  Buffalo 
and  Rochester  was  laid  after  the  consolidation,  and  also  the 
second  track  on  what  is  called  the  Syracuse  &  Rochester 
Division,  the  direct  line  from  Syracuse  to  Rochester;  part  of 
the  expense  of  that  second  track,  in  some  years,  was  charged 
to  expense  instead  of  construction. 

Q.  Part  was  charged  to  construction  ?     A.  Some  part  was. 

Q.  What  relation  did  one  bear  to  the  other?  A.  I  could 
not  say  now  from  recollection  ;  it  is  a  great  while  ago  ;  but  the 
substitution  of  steel  rails  for  iron  over  the  entire  length  of  the 
Central  Road 

Q.  That  was  charged  to  expense  ?  A.  That  was  charged  to 
expense,  without  an  additional  charge  to  construction,  yes,  sir ; 
to  save  confusion  about  this  word  "  Central,"  we  frequently 
call  the  Central  &  Hudson  River  Railroad  "  Central,"  but  I 
am  speaking  now  of  the  old  New  York  Central. 

Q.  What  is  now  known  as  the  New  York  Central  Division  ? 
A.  Yes,  sir. 

Q.  The  payment  of  $111,000  to  the  sinking  fund  has  been 
discontinued  since  when  ?     A.  It  appears  in  the  reports  there. 

Q.  Why  was  that  discontinued  ?  A.  It  would  be  difficult  to 
ascertain  any  particular  reason,  but  I  can  give  you  what  con- 
stitutes a  certain  kind  of  a  reason. 

Q.  Well,  let  us  have  it ;  you  are  a  railway  expert  ?  A. 
When  the  mortgage  was  made  for  $40,000,000,  as  it  is  called, 
part  of  it  was  in  pounds  sterling,  counted  for  at  five  dollars. 

Q.  Forty-five  millions,  wasn't  it?  A.  Forty  millions — £2,- 
000,000—110,000,000  as  it  is  called,  and  $30,000,000  of  bonds  ; 
there  was  a  reservation  in  that  mortgage  of  those  bonds,  to 
meet  the  outstanding  bonds  of  the  company,  and  a  provision 
for  reservation  of  enough  that  was  thought  to  provide  an  am- 
ple sinking  fund ;  those  bonds  are  worth  a  hundred  and 
twenty-five  in  the  market  to-day,  and  those  other  bonds  are 
due  in  1883  ;  we  have  got  dollar  for  dollar  of  bonds  in  market 
reserved,  which  it  was  thought  fully  met  all  the  obligations  of 
the  sinking  fund. 

Q.  That  is  a  fair  answer — a  full   answer  ;    those  bonds  are 
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withheld  from  the  market  and  in  yonr  treasury  ?  A.  They 
are ;  yes,  sir. 

Q.  And  represent  that  amount  ?     A.  Yes,  sir. 

Q.  The  actual  issue  then  was  about  $32,000,000?  A.  Of 
those  first  mortgage  ? 

Q.  Of  this  $40,000,000  mortgage  ?  A.  By  reserving  eight, 
you  mean  for  this  ? 

Q.  Yes  ?  A.  There  are  not  eight ;  they  were  largely  reduced 
by  the  sinking  fund,  before  we  stopped  purchasing  them  for  the 
sinking  fund. 

Q.  There  are  about  seven  then  ?  A.  Then  there  are  other 
debts — is  reserved  for  all  the  outstanding  debt;  the  reservation, 
at  the  time  it  was  made,  I  think,  was  about  sixteen  million  out 
of  the  forty,  leaving  twenty-four  millions  that  could  be  market- 
ed ;  since  that,  a  number  of  bonds  for  which  the  reservation  was 
made,  have  matured,  and  the  bonds  have  been  applied  to  meet 
that ;  for  instance,  in  1876  there  was,  I  think,  $2,000,000  of 
bonds  came  due  for  which  we  had  these  other  bonds  to  sell  and 
renew. 

Q.  Then  the  whole  bonded  indebtedness,  practically,  of 
the  New  York  Central  Railroad  Company,  is  $40,000,000  ?  A 
Yes ;  that  is  the  maximum  limit  of  it  as  it  stands  now,  with  the 
single  exception,  that  in  the  purchase  or  acquirement  of  title 
to  the  real  estate,  there  is  sometimes  existing  mortgages  that 
we  could  not  pay  off,  and  we  have  to  nssu:ue  them  ;  and  those, 
with  a  large  amount  of  city  properly  that  we  have  acquir  id, 
runs  up  to  five  or  six  hundred  thousand  dollars  assumed  of 
mortgages  which  we  could  not  piy,  if  we  wished  to. 

By  Mr.  Baker  : 

Q.  Why?  A.  They  are  not  due  ;  a  loan  made,  twenty  years 
to  ru.i,  we  acquire  the  property  subject  to  that  mortgage,  ani 
the  party  would  not  take  it. 

By  Mr.  Stekne  : 

Q.  Do  you  know  what  the  cost  of  a  milk  car  is  ?  A.  Well, 
no,  sir  ;  the  milk  business,  principally,  is  done  on  the  Harlem 
Division,  which  is  leased  by  the  New  York  Central,  and  on  the 
Hudson  Biver  Division  ;  my  original  acquaintance  was  uotmuch 
with  the  Hudson  River  Division,  except  since  consolidation,  and 
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I  am  not  able  to  tell  the  difference  between  a  milk  car,  in  its 
cost,  and  an  ordinary  car. 

Q.  An  ordinary  box  freight  car  ?     A.  Yes,  sir.  • 

Q.  They  look  very  much  alike,  don't  they  ?  A.  Yes,  sir ; 
hey  are  usually  marked  "  Milk  Car,"  I  believe. 

Q.  That  is  to  say,  there  is  a  mark  on  the  outside  of  them  ? 
A.  Yes,  sir. 

Q.  But  you  would  not  consider  the  cars  used  for  milk  cars 
of  the  same  character  or  of  the  same  value,  as  your  baggage 
cars  ?  A.  I  don't  know  ;  I  haven't  any  idea  of  what  is  inside 
of  them  ;  what  special  fitting  or  adaptation  it  has  for  the  ser- 
vice ;  never  looked  in  one  of  them. 

Q.  What  is  the  cost  of  a  baggage  car  ?  A.  Well,  I  don't 
know  what  biggage  cars  are  worth  now  ;  we  have  not  been 
supplying  any  ;  I  suppose    the  present  value  of  a  baggage  car 

would  probably  be oh,  eleven  or  twelve  hundred  dollars — 

perhaps  eleven  hundred  dollars  ;  it  would  depend  entirely  on 
how  it  is  arranged  ;  some  baggage  cars  have  shelves  and  racks 
and  conveniences  for  light  baggage  inside,  and  some  have 
compartments  for  mail. 

Q.  Assuming  simply  that  the  outside  frame  is  as  heavy  as 
the  baggage  car  frame  ?  A.  I  do  not  know  what  a  car  of  that 
kind — a  mere  shell  dp  you  mean  ? 

Q.  A  mere  shell,  built  a  little  more  strongly  than  the  ordin- 
ary box  freight  car  ?  A.  I  don't  know  ;  it  would  be  a  mere 
matter  of  estimation  from  the  cost— the  market  price  of  a 
freight  car. 

Q.  What  is  the  cost  of  a  freight  car  ?  A.  The  market  price 
of  a  box  freight  car,  of  the  ordinary  standard  and  pattern  now, 
I  suppose,  might  be  considered  about  $475  to  $4b0 — something 
under  $500. 

Q.  What  do  you  estimate  the  local  traffic  on  the  New  York 
Central  Eailroad  to  be,  compared  with  its  through  traffic — the 
percentage  ?  A.  I  want  to  make  some  explanation  about  that ; 
that  question  calls  for  it  appropriately,  and  it  may  save  diffi- 
culty in  answering  other  questions ;  for  a  great  many  years,  all 
the  statistical  part  of  the  old  New  York  Central  relating  to 
things  of  that  kind,  was  under  my  control,  and  the  whole 
system  by  which  it  was  kept  was  one  of  my  own ;  I  kept 
myself  thoroughly  informed ;  used  to  make  all  kinds  of  combi- 
nations and  computations ;  for  the  past  ten  years,  and  since  the 
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consolidation  particularly,  when  the  Hudson  River  Division 
was  added  on,  I  had  not  so  much  familiarity ;  I  gave  up 
the  office  of  Treasurer  of  the  new  company,  because  I  took 
some  interest  in  other  lines  that  needed  more  attention,  in 
which  the  Vanderbilts,  as  we  call  them,  were  interested ;  for 
instance,  I  am  at  the  present  time  President  and  Secretary  of 
the  Lake  Shoie  &  Michigan  Southern ;  I  am  Secretary  of  the 
Michigan  Central ;  I  am  a  Director  in  all  those  companies,  and 
the  Canada  Southern  and  other  companies ;  I  am  Secretary 
and  Treasurer  of  some  ten  or  twelve  smaller  lines,  and  Presi- 
dent of  a  number ;  I  have  given  up  therefore,  for  several  years 
past,  examining  into  that  particular  thing  that  you  speak  of, 
and  I  am  not  ready  to  answer  it ;  if  I  should  undertake  to 
answer  that,  I  should  have  to  compile  the  figures  for  the  pur- 
pose, which  somebody  else  could  do  as  well  as  I  can. 

Q.  Let  us  have  some  data,  at  all  events,  which  you  can  prob- 
ably give  us  from  memory,  as  to  what  was  the  local  business  or 
way  business,  as  you  term  it,  on  the  New  York  Central  Rail- 
way, when  you  were  connected  with  it,  before  its  consolidation 
with  the  Hudson  River  Railroad,  as  compared  with  its  through 
business  ?  A.  What  do  you  mean — in  tonnage  or  earnings, 
or  in  what  ? 

Q.  Both  tonnage  and  earnings  ?  A.  Well,  I  can't  tell  you 
the  earnings  ;  you  will  find  the  tonnage  stated  in  our  annual 
reports  every  year. 

Q.  1868  say?     A.  1867,  1866  and  1865. 

Q.  Take  this  annual  report  (handing  witness  book),  would 
that  give  the  local  tonnage,  compared  with  the  through  ton- 
nage on  the  New  York  Central  Railway  ?  A.  My  recollection 
is,  that  the  through  tonnage  and  the  way  tonnage,  is  stated 
separately  in  those  reports  for  those  years — each  year ;  I  told 
you  it  was  not  in  for  1868  ;  it  was  not  given  that  way  for  1868 ; 
1867,  1866  and  1865. 

By  Mr.  Depew  : 

Q.  Yon  have  prepared  compilations  on  that  subject,  from 
1868  to  1872,  haven't  you  ?  A.  No,  sir,  not  on  that — not  on 
the  tonnage. 

By  Mr.  Sterne  : 

Q.  Did  you  of  the  earnings  ?     A.  No  ;  I  think  Mr.  Depew  ■ 
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refers  to  a  memoranda  that  I  took,  for  the  average  rate  per 
ton  for  carrying  freight. 

Q.  Well,  you  have  made  computations  which  will  enable 
you  to  tell  the  Committee  the  cost  of  carriage  for  freight  per 
ton?  A.  No,  sir,  I  have  not ;  not  at  the  present  time ;  that  is 
taken  in  under  the  statement  I  made  a  few  moments  ago  ;  that  I 
have  not  given  my  attention  to  those  things  to  any  extent,  for 
the  last  ten  years  ;  they  do  not  fall  at  present  under  my  direct 
control,  and  everything  that  I  have  done  in  them,  has  been 
a  matter  of  assistance  to  somebody  else,  or  curiosity  or  general 
interest. 

Q.  Do  you,  or  don't  you  know,  what  it  costs  your  corpora- 
tion to  carry  per  ton,  per  mile,  the  freight  that  is  carried  upon 
your  road  ?  A.  I  could  only  tell  you  what  is  stated  in  the 
annual  reports ;  the  mileage — the  number  of  tons  moved  one 
mile. 

Q.  That  does  not  gives  us  the  information.  A.  Let  me  an- 
swer the  question  ;  you  didn't  quite  get  all  there  was  of  the 
answer. 

Q.  I  shall,  of  course,  let  you  answer  the  question  ?  A.  The 
number  of  tjons  of  freight  moved  one  mile,  or  what  is  called 
the  total  mileage  of  freight  is  given  ;  there  is  a  classification 
of  expenses  by  which  they  are  divided  between  the  expenses 
of  passenger  transportation,  and  the  expenses  of  freight  trans- 
portation ;  as  to  the  correctness  of  the  basis  of  that  division, 
of  course  there  is  a  great  deal  to  be  said  ;  people  differ  as  to 
how  it  should  be,  but  taking  the  part  that  is  allotted  to  freight, 
and  by  a  mere  process  of  division,  you  have  the  expense  per 
ton  per  mile  for  moving  freight ;  that  you  can  do  as  well' 
as  anybody  else;  the  figures  are  in  the  Annual  Reports,  every 
one  of  them,  called  for  by  the  State. 

Q.  Does  that  give  it  also,  to  enable  the  Committee  to  ascer- 
tain what  it  costs  to  carry  short  distances  compared  with  long 
distances  ?  A.  Unless  the  Committee  can  find  out  something 
that  no  man  whoever  saw  all  the  railroads  in  the  world  can  find 
out,  nobody  knows  that. 

Q.  Can  you  state  what  relation  the  terminal  handling  bears 
in  relation  to  the  cost  of  the  haul?  A.  It  bears  no  standard 
whatever ;  the  cost  of  terminal  handling  bears  entirely  upon 
the  location  and  circumstances  of  each  station  ;  there  are  cases 
in  which  the  cost  of  handling  freight  at  the  stations  is. 
123 
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more  than  yon  get  from  it ;  then,  with  proper  facilities  for 
business  going  both  ways,  yon  may  handle  freight  very  cheaply. 

Q.  So  in  relation  to  those  two  matters — being  brought  up  in 
a  railway  office,  as  you  have  been,  from  1853  to  1879,  does  not 
enable  you  to  give  any  more  information  than  an  outsider 
would  ?     A.  Is  that  what  you  say  ? 

Q.  That  is  what  I  ask  ?  A.  No,  that  is  not  a  thing  that  I 
have  said  at  all;  I  will  explain  once  more,  that  for  years  past, 
I  have  not  inquired  into  these  things,  and  I  am  not  able  now 
to  tell ;  things  have  changed  very  much. 

Q.  They  have  changed  in  reducing — how  have  they  changed 
otherwise  than  in  reducing  the  cost  of  transportation  ?  A. 
Rates  have  been  reduced. 

Q.  But  the  rate  has  nothing  to  do  with  the  question  of  cost  ? 
A.  The  rate  of  pay  for  labor  has  been  reduced,  and  all  the 
expenses  attending  the  operating  of  a  road,  of  every  kind,  has 
changed  very  much. 

Q.  Been  reduced  ?     A.  Not  in  every  case. 

Q.  Steel  rails  are  cheaper  than  they  were  ?  A.  Well,  most 
everything  is. 

Q.  What  single  instance  is  there  in  which  the  cbst  of  trans- 
portation has  been  increased  since  1869  ?  A.  I  don't  think 
there  is  any  item  since  1869,  because  things  were  materially 
higher  then — that  is  ten  years  ago. 

Q.  Therefore,  since  you  gave  up  the  examination  of  these 
questions  in  detail,  the  element  of  the  cost  of  transportation 
has  been  considerably  reduced,  hasn't  it  ?  A.  Oh,  yes ;  the 
cost  of  transportation  since  1869  has  been  very  much  reduced. 

Q.  Fifty  per  cent.?  A.  Well,  I  will  not  mention  any  per 
cent. ;  if  you  want  to  ask  me  a  question  of  that  kind  ask  me 
what  per  cent. 

Q.  Well,  I  ask  you  what  per  cent.  ?  A.I  would  very  much 
prefer  not  to  have  any  words  put  into  my  mouth  ;  if  you  have 
a  question,  ask  it  of  me  in  an  interrogative  form. 

Q.  lam  suggesting  to  you?  A.  I  don't  want  any  suggestions, 
because  I  have  to  keep  too  much  on  the  alert. 

Q.  Now,  what  percentage  is  it  ?  A.  I  am  unable  to  say,  for 
the  reason  I  assigned  before ;  I  haven't  got  the  ready  familiarity 
with  them  by  which  I  would  undertake  to  answer  those 
questions. 

Q.  Have  you   ever  given    any  attention  to   the  influence  of 
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grade  upon  the  cost  of  transportation?  A.  Not  especially ;  no 
sir. 

Q.  Therefore,  you  don't  know  in  what  respect  your  corpora- 
tion has  a  superiority  over  the  Erie,  the  Pennsylvania  or  the 
Baltimore  &  Ohio,  arising  from  your  superior  gradient  ?  A. 
Not  from  any  computation  or  what  may  be  called  scientific 
considerations  of  the  subject,  except  the  general  one,  that  I 
know  a  road  has  heavy  grades  or  light. 

Q.  Haven't  you  taken  into  consideration  and  computation 
all  the  elements  of  cost  of  transportion  which  arise  from  the 
fact  that  you  can  haul  over  your  road,  with  the  same  locomo- 
tive, forty-five  cars  laden,  as  compared  with  the  twenty-five 
cars  on  the  Erie?  A.  I  have  never  computed  on  the  Erie  ;  I 
thought  you  were  asking  me  about  computations  on  the  New 
York  Central. 

Q.  Have  you  never  made  any  comparative  computation  ? 
A.  No,  sir ;  I  never  have  made  auy  comparative  computation. 

Q.  Have  you,  in  carrying  on  railway  wars  between  these 
various  railroads,  taken  into  consideration  the  advantages  that 
your  road  possesses  over  others,  arising  from  your  superior 
grade  ?  A.  It  has  been  taken  into  consideration  as  far  as 
this,  that  in  a  general  way,  that  every  time  what  you  term 
railroad  war 

Q.  A  war  of  rates  ?  A.  You  mean  the  competition,  where 
they  go  regardless  of  consequences  ;  to  some  extent  there 
is  no  consideration  of  those,  excepting  to  take  all  the  busi- 
ness ;  there  is  no  such  thing  as  talking  about  grades,  or  who 
can  do  it  the  cheapest ;  each  one  does  it  as  cheaply  as  he  can, 
or  gets  as  much  as  he  can  ;  there  is  no  computation,  as,  for 
instance  of  the  fact,  that  one  road  has  more  gradient  than 
another,  and  they  cannot  afford  to  do  it  as  cheap  as  another, 
when  the  fact  is,  they  can  do  it,  and  are  doing  it ;  for  instance, 
it  is  like  two  men  carrying  a  heavy  trunk  to  the  depot  easily, 
when  one  man  can  do  it  with  greater  labor,  but  it  gets  there  all 
the  same. 

Q.  I  know  it ;  if,  for  instance,  they  were  to  carry  for  a  cer- 
tain distance,  the  question  of  staying  power  of  the  one  man 
as  against  the  other  would  be  an  element  to  be  taken  into  con- 
sideration? A.  There  is  no  such  thing  as  staying  power;  that 
is  not  an  element  in  railroading  at  all ;  that  is  a  mistake  that 
some  railroad  men  make,  T  think,  and  it  is  a  very  common 


ion 

mistake  of  the  public,  that  there  is  a  giving  out  somewhere  ; 
that  they  cannot  stay,  and  then  the  track  is  clear ;  like  a  man 
who  is  rowing  a  race  and  breaks  down,  he  is  out  of  the  race  ; 
that  thing  never  happens  with  a  railroad. 

Q.  You  can  beat  them  into  bankruptcy  ?  A.  I  don't  know 
as  you  could  do  that,  and,  if  you  did,  it  is  well  known  that  a 
road  in  bankruptcy  is  just  so  much  stronger  than  one  that  is 
not. 

Q.  It  is  stronger  for  competition  ?  A.  Oh,  yes,  decidedly 
stronger. 

Q.  That  is  what  I  have  always  insisted  on,  and  Mr.  Depew 
has  said  that  I  was  wrong  ;  it  is  stronger  because  it  is  relieved 
from  the  obligation,  for  the  time  being,  of  paying  interest  upon 
its  bonds  and  dividends  upon  its  stock  ?     A.  Yes,  sir. 

Q.  Have  you  entered  into  any  computation  upon  the  ques- 
tion of  the  cost  of  fuel  to  your  road,  as  compared  with  the 
cost  of  fuel  to  other  roads  ?  A.  Excepting  simply  from  gen- 
eral comparison  in  gross  sums,  like,  for  instance,  a  certain 
railroad  is  well  situated  for  fuel,  and  it  apparently  costs  it  so 
much,  I  have  never  made  any  such  comparison  ;  the  subject  is 
an  important  one,  as  fuel  is  quite  a  large  item  in  the  expense  of 
operating  a  road ;  I  suppose  that  it  costs  the  lines  that  I  belong 
to,  from  twenty-five  to  fifty  per  cent,  more,  at  least,  for  their 
fuel — yes,  more  than  that — than  the  lines  that  are  substan- 
tially their  rivals. 

Q.  The  Pennsylvania  and  the  Erie,  each  have  coal  fields  ? 
A.  Yes,  sir ;  nearer  to  them. 

Q.  How  much  more — that  is  an  element  we  would  like  to 
know — does  it  cost  the  New  York  Cuntral  than  the  Erie,  for 
its  coal  ?    A.  I  don't  know  what  it  costs  the  Erie. 

Q.  Tell  us  what  it  costs  the  Central  ?  A.  It  varies  every 
year  ;  the  cost  of  fuel  is  stated  in  the  annual  reports. 

Q.  That  gives  the  bulk  statement,  and  there  is  no  possibil- 
ity, as  you  very  well  know,  of  course,  for  us  to  get  at  it  ?  A. 
You  mean  the  cost  per  ton  ? 

Q.  Yes.  A.  Coal  costs  different  prices  at  different  points, 
according  to  the  delivery  and  the  receiving ;  the  cost  of  re- 
ceiving it  at  one  place  and  the  distribution  of  it  to  various 
places,  varies  from  year  to  year ;  coal  has  been  as  high,  we 
will  say,  distributed  over  the  line  of  the  Central  Railroad,  as, 
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Well— between  five  and  six  dollars  per  ton — the  average  cost 
per  ton. 

Q.  That  was  during  war  times?  A.  Yes,  and  after  war 
times. 

Q.  It  was  only  shortly  after  war  times  that  there  was  any 
such  rate  as  that  ?  A.  You  ask  no  question  ;  you  make  sug- 
gestions. 

Q.  I  am  speaking  now  from  my  general  knowledge  of  coal 
prices  ?  A.  I  don't  carry  the  years  particularly,  but  I  suppose 
the  price  at  present  would  be  between  three  dollars  and  three 
and  a  half  dollars,  perhaps,  over  the  whole  line  of  the  Central 
road. 

Q.  Would  that  be  at  the  point  of  that  Dunkirk  Junction 
leased  to  the  New  York  Central  Eailroad — would  that  be  at 
that  point  ?  A.  At  that  point — what  do  you  mean  ;  delivered 
at  that  point  ? 

Q.  Yes.  A.  I  am  speaking  of  this  price  as  an  average  price 
substantially,  delivered  over  the  line  of  the  Central  road, 
pretty  nearly. 

Q.  This  brings  me  to  the  question,  haven't  yon  a  line  that 
runs  to  the  coal  fields,  and  practically  brings  you  your  coal 
and  distributes  it  over  the  New  York  Central  Railway  ?  A. 
Coal  is  delivered  in  a  dozen  points  on  the  New  York  Central 
Eailroad ;  we  have  no  point  where  we  run  to  a  coal  field  to 
bring  our  supply  of  coal  and  distribute  it ;  coal  would  not  be 
very  cheap,  to  use  at  Albany,  brought  from  Buffalo  ;  coal  would 
not  be  very  cheap  at  Rochester  taken  from  New  York  ;  every 
certain  distance  has  to  have  a  certain  supply  and  from  a  cer- 
tain place,  and  the  question  is  always,  how  far  will  a  certain 
price  at  a  certain  place  enable  us  to  distribute  that  coal  up 
and  down  the  line  of  our  road,  to  another  given  point;  as 
against  taking  coal  from  some  other  place. 

Q.  You  mean  for  your  own  consumption  ?  A.  Entirely  for 
our  own  consumption ;  I  am  speaking  now  of  the  supply  of 
coal  at  Buffalo  at  a  certain  price,  and  the  supply  of  coal  at 
Eochester  at  another  price  ;  and  Syracuse  is  to  have  coal ;  it 
might  be  that  Buffalo  coal  could  be  taken  down  to  Syra- 
cuse cheaper  than  the  Eochester  coal  could;  that  this  is  a 
question  for  consideration — all  those  tilings;  a  very  consid- 
erable portion  of  the  coal  that  the  New  York  Central  uses — 
the  Central  Division  more  particularly  £they  use  some  of  this 
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Cumberland  coal  on  the  Hudson  Eiver  Division,  I  believe — 
comes  from  what  is  known  as  the  Catfish  Mines,  which  are 
situated  near  Pittsburgh,  about  half-way  between  Oil  City 
and  Pittsburgh ;  another  source  of  supply  is  from  what  is 
called  the  mines  on  the  Low  Grade  Road  of  the  Alleghany 
Valley,  that  runs  from  Red  Bank  to  Driftwood,  in  the  State  of 
Pennsylvania ;  both  these  coals  come  to  the  New  York  Cen-  . 
tral  at  Buffalo,  over  the  Dunkirk,  Alleghany  Valley  &  Pitts- 
burgh, in  part,  reaching  that  by  other  roads,  and  over  the  Lake 
Shore  and  Buffalo  &  Jamestown  Roads  to  Buffalo  ;  other  coal  in 
considerable  quantities  comes  to  us  at  Geneva  by  way  of  the 
road  that  goes  down  to  the  old  Blossburg  mines,  and  we  get 
very  considerable  amounts  from  there. 

Q.  That  goes  to  the  coal  fields,  don't  it?  A.  That  road  does, 
but  not  the  Syracuse,  Geneva  &  Corning  ;  there  is  quite  an  ex- 
tensive road  beyond  that  that  goes  to  the  miae ;  the  Fall 
Brook  Company  leases  a  line  of  railroad. 

Q.  How  much  of  a  distance  is  it  from  the  end  of  this  road  you 
have  running  to  the  coal  fields  ?     A.  From  Corning  ? 

Q.  Yes.     A.  I  think  it  is  twenty-five  or  thirty  miles. 

Q.  You  think  that  the  distance  of  the  New  York  Central, 
from  the  coal  field,  puts  you  at  a  disadvantage  ? 

Mr.  Depew — The  distance  is  about  forty-five  miles. 

The  Witness— Well,  forty-five  miles. 

Q.  And  that  distance  puts  you  at  a  disadvantage  of  about 
twenty-five  per  cent,  in  your  coal  supply  in  value  ?  A.  Well, 
from  twenty-five  to  fifty,  according  to  other  roads  ;  some  roads 
have  the  coal  right  on  the  line  of  the  road. 

Q.  You  are  speaking  of  the  Baltimore  &  Ohio  and  Pennsyl- 
vania ?  A.  I  don't  know  what  coal  the  Baltimore  &  Ohio  has 
on  their  road  ;  I  cannot  speak  of  what  coal  the  Pennsylvania 
road  has;  I  have  a  general  impression  that  the  Baltimore  & 
Ohio  has  a  great  deal  of  coal  substantially  on  its  line,  and  the 
Pennsylvania  road  has  a  great  deal  of  coal  substantially  on  its 
line,  and  the  Erie  a  great  deal  of  coal  very  close,  but  it  is  only 
general  information  that  I  have. 

Q.  Have  you  taken  into  consideration  the  element  of  local 
traffic  in  computing  the  cost  of  transportation,  and  how  much 
the  volume  of  it  bears  upon  the  cost  of  transportation  along  the 
whole  line  ?  A.  What  the  relation  is  between  the  through  and 
way  traffic  in  the  cost  ? 
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Q.  Yes.  A.  No,  sir,  I  have  never  made  any  computations 
on  that  that  amounted  to  anything ;  the  data  was  always  so 
obscure  it  would  have  been  rather  more  a  curiosity  than  any- 
thing else,  aud  I  never  went  into  it. 

Q.  Have  you  ever  made  a  computation  of  the  cost  of  the 
volume  of  traffic  upon  its  general  cost  ?  A.  Made  no  com- 
,  putation ;  I  have  had  sometimes  an  idea  about  it  from  observa- 
tion. 

Q.  The  cost  of  transportation  is  very  largely  reduced,  isn't 
it,  by  the  volume  of  traffic  ?     A.  Not  always. 

Q.  Well,  how  is  it  generally  ?  A.  As  a  general  proposition 
certain  expenses  do  not  increase  with  the  volume  ;  then  there 
is  a  condition  of  traffic  at  a  certain  point  where  an  increase 
in  the  volume,  the  capacity  of  the  place  being  already  fully 
used,  a  small  increase  in  the  volume  would  lead  to  the  neces- 
sity of  an  increase  in  the  conveniences  of  doing  it,  which 
would  more  than  absorb  all  the  profit,  not  only  of  the  ad- 
ditional business,  but  I  may  say,  on  what  you  had  been  doing 
before  ;  let  me  illustrate  what  I  mean  by  the  case  of  the  West- 
ern Union  Telegraph  Company  :  you  take  an  office  where  the 
operator  has  just  as  much  as  he  can  do,  and  there  is  a  great 
profit  in  it ;  you  take  two  or  three  additional  messages,  and 
that  involves  the  hiring  of  another  operator,  and  that  takes 
off  all  the  pront  of  it ;  the  analogy  is  the  same  in  the  case  of 
the  railroad. 

Q.  Isn't  it  a  false  analogy  as  to  a  railroad  ?  A.  Oh,  no ; 
there  are  some  oases  in  which  it  works. 

Q.  Is  that  the  case  to  any  extent?  A.  Not  to  any  great  ex- 
tent, I  will  admit. 

Q.  Isn't  it  a  rule  so  general  that  it  can  be  adopted  suf- 
ficiently as  a  rule  to  go  by,  that  the  increase  of  traffic  very 
largely  reduces  the  cost  of  transportation?  A.  Not  very 
largely  ;  I  told  you  I  had  made  no  computation ;  I  said  I  knew 
from  general  observation,  and  I  will  say,  that  as  a  general 
proposition,  an  increase  in  the  volume  of  business  is  not 
attended  by  an  equal  increase  in  the  expenses  of  trans- 
portation, because  some  of  the  items  are  absolutely  fixed 
under  every  circumstance ;  others  bear  direct  relations  to  the 
magnitude  of  the  business. 

Q.  Is  not  there  a  very  large  advantage  in  being  able  to  draw 
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forty-five  cars  in  a  train,  as  compared  with  twenty-five  cars? 
A.  I  should  suppose  there  would  be. 

Q.  You  have  the  same  expenditure  of  power  by  the  loco- 
motive?    A.  No,  sir. 

Q.  The  same  wear  and  tear  of  track  ?     A.  No,  not  at  all. 

Q.  Tou  have  a  larger  ?  A.  I  don't  know,  I  am  not  able  to 
say,  a  train  of  twenty-five  cars 

Q.  We  have  before  us  the  case  of  the  Erie,  as  compared 
with  the  New  York  Central;  assuming  that  the  grade  on  the 
Erie  Railway  makes  it  difficult  to  carry  over  its  road  more 
than  tweDty-five  cars  to  a  train,  and  that  the  grade  on  the  New 
York  Central  enables  it  to  carry  forty-five  cars  to  a  train,  isn't 
that  a  very  large  economy  in  the  cost  of  transportation  ? 

Mr.  Blanchard — Do  I  understand  tbat  it  has  been  stated 
that  the  Erie  hauls  but  twenty-five  cars  over  our  road  ? 

Mr.  Sterne — It  is  so  in  evidence. 

Mr.  Blanchard — There  are  parts  of  our  road  that  we  carry 
as  many  or  more  cars  than  the  New  York  Central. 

Mr.  Sterne — What  is  your  average  train  ?  that  is  the  ques- 
tion ;  Mr.  Vilas  stated  about  twenty-five  cars. 

Mr.  Blanchard — I  think  not. 

Mi*.  Sterne — Well,  he  may  be  wrong  about  it,  but  that  is 
what  he  said. 

Mr.  Shipman— He  probably  didn't  understand  the  question. 
We  can  furnish  a  computation  which  will  show  about  what  our 
average  trains  are. 

Q.  Take  the  case  of  a  train  of  thirty  cars  and  the  case  of  a 
train  of  forty-five  cars  ;  what  would  be  the  economy  in  the  one 
case  over  the  other.  A.  Well,  that  would  depend  on  circum- 
stances very  much  ;  the  effect  of  grades  depends  very  much  on 
how  they  are  scattered ;  a  concentrated  grade  or  one  a  long 
distances  -sharp  and  concentrated — where  additional  pewer 
could  be  put  on  to  help  up  the  grade,  and  thiDgs  of  that  kind, 
take  off  very  much  of  the  effect  of  that ;  as  to  twenty-five  cais 
hauled  in  a  given  place,  against  forty-five  cars,  I  am  not  pre  - 
pared  to  say  what  the  difference  would  be  in  expense. 

Q.  Take  thirty  and  forty-five ;  we  have  there  an  excess  of 
one-third  ;  would  there  be  one-third  additional  expense  on  that 
train  ?     A.  For  the  addional  one-third  cars? 

Q.  For  the  additional  one-third  ?      A.  No ;   I   should   say 
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very  clearly  that  the  expenses  would  not  be  quite  in  propor- 
tion to  the  number  of  cars. 

Q.  It  would  not  be  at  all  in  proportion  ?  A.I  would  not 
say  that,  that  it  would  not  be  at  all  in  proportion ;  I  should 
not  think  it  would  be  in  full  proportion. 

Q.  Would  it  be  at  all  in  proportion  ?  A.  I  should  not  want 
to  say. 

Q.  Would  it  require  anything  more  than  a  few  additional 
brakemen?  A.  I  don't  know  as  it  would  require  them  ;  you 
mean  because  there  are  more  cars  ? 

Q.  Yes.  A.  I  should  not  want  to  express  an  opinion  on 
that,  about  the  case  of  any  given  number  of  cars  against 
another  given  number,  what  would  be  the  relative  cost  of 
moving  each  one ;  there  are  a  great  many  circumstances 
that  you  do  not  mention  that  would  enter  into  it  if  it  was 
finally  consummated,  and  while  there  is  an  advantage  of  low 
grades,  what  is  the  difference  in  expense  pertaining  to  that 
particular  difference  of  condition,  to  wit,  the  difference  in 
grades,  it  would  be  very  difficult  to  tell ;  a  road  that  had  very 
high  grades  against  one  that  had  very  low  grades  might  have 
a  very  high  operating  rate  as  against  a  very  low  operating 
rate,  but  it  would  not  follow  by  any  means  that  that  difference 
in  operating  the  road  was  due  to  grade  ;  there  might  be  other 
things. 

Q.  Assuming  all  those  conditions  to  be  alike '?  A.  That  is 
just  the  thing;  you  cannot  assume  them  to  be  alike. 

Q.  You  have  the  reputation  of  being  one  of  the  ablest  rail- 
way experts  we  have  in  this  country,  and,  therefore,  I  ask  you 
these  questions,  not  with  a  view  of  keeping  you  on  the  staurl. 
A.  I  will  tell  you  what  there  is  about  that ;  I  have  a  great 
deal  of  information  that  is  satisfactory  to  myself  that  I  do  not 
think  I  can  give  out  to  be  attacked  by  other  people  which  will 
put  me  to  the  necessity  of  defending  it,  and  I  do  not'  give  it 
to  anybody  ;  I  have  a  great  many  impressions  and  a  great 
many  things  that  I  have  inquired  into  that  are  matters  of  my 
own;  they  are  matters  of  opinion,  and  I  am  under  no  obliga- 
tion to  give  them  to  anybody,  and  I  frequently  decline  to 
express  my  opinion  when  it  is  asked,  for  I  do  not  want  to  take 
the  trouble  of  defending  it,  if  necessary. 

Q.  You,  as  a  gentleman  brought  up  in  a  railway  corporation 
from  1853,  and  probably  long  anterior  to  that,  up  to  the  pres- 
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ent  day,  have'  gathered  a  vast  amount  of  information  and 
knowledge  which,  to  the  State,  would  be  of  considerable  use ; 
this  Committee  is  expected  to  report  to  the  State  Legislature,  . 
and  as  far  as  I  may  suggest  to  them,  or  can  suggest  to  them, 
the  methods  of  information,  I  don't  know  any  more  valuable 
than  to  have  Mr.  Worcester  give  them  the  benefit  of  his 
opinion  as  to  the  elements  that  ought  to  enter  into  freight 
charges.  A.  Anything  that  I  know  in  such  a  positive  way  as 
to  make  it  of  value  to  anybody  else,  I  am  willing  to  state ; 
things  that  I  have  ascertained  in  a  way  that  I  do  not  think  I 
know  them  in  that  kind  of  a  way  that  is  fully  satisfactory  to 
myself — with  certain  doubts  surrounding  them — and  still,  if  I 
had  a  transaction  to  undertake,  I  would  have  to  act  oil  that 
data,  because  it  is  the  best  I  have  got — things  of  that  kind  I 
would  rather  reserve  ;  about  this  case  of  cars,  I  would  not  ex- 
press an  opinion  upon  that  point. 

Q.  Don't  you  feel,  as  a  citizen,  that  the  State  is  entitled  to 
your  knowledge  upon  that  subject  ?  A.  I  do,  but  I  do  not 
want  to  undertake  to  give  a  thing  that  I  do  not  think  I  am 
fairly  possessed  of. 

Q.  Have  you  estimated  what  it  costs  to  haul  a  ton  of  freight 
from  New  York  to  Buffalo  ?     A.  Not  for  the  past  few  years. 

Q.  Is  there  any  person  in  the  employ  of  the  New  York  Cen- 
tral &  Hudson  Biver  Railroad  Company  who  can  give  the  Com- 
mittee this  information ;  I  have  asked  the  same  question 
of  Mr.  Rutter,  the  Traffic  Manager,  and  he  said  he  didn't 
know ;  now  I  ask  you,  and  you  say  you  cannot  tell  it ; 
is  there  anybody  whose  business  it  is  to  know  how  much 
the  transportation  costs  ?  A.  I  do  not  think  it  is  possi- 
ble for  any  man  anywhere,  to  tell  what  it  costs  to  transport  a 
ton  of  freight  from  New  York  to  Buffalo  or  back;  the  cost  of 
transportation  from  New  York  to  Buffalo  of  one  ton  of  freight 
of  one  kind  might  be  twice  what  it  would  be  of  another 
kind ;  it  would  depend  upon  the  kind  of  freight  and  the  cir- 
cumstances under  which  it  was  received,  and  the  circum- 
stances under  which  it  was  delivered  ;  if  you  come  down  to  an 
average  of  the  freight,  that  depends  on  the  quantities  and  un- 
der what  circumstances ;  whether  the  cars  go  loaded  in  one 
direction  and  empty  in  the  other,  and  various  circumstances  of 
that  kind  ;  and  no  man  can  tell  what  it  costs  ;  as  I  said  before, 
without  knowing  what  it  costs,  if  you  have  a  transaction  to  un- 
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dertake,  you  have  got  to  act  even  on  imperfect  data,  because 
you  have  no  other,  and  it  does  not  even  amount  to  an  absolute 
opinion  on  the  subject. 

Q.  Can't  you  divide  the  terminal  charge  from  the  haul; 
what  are  the  terminal  charges  compared  with  the  expense  of 
the  haul?     A.  Those  can  be  separated. 

Q.  Then  it  is  possible,  isn't  it,  to  make  up  freight  bills 
charging  one  sum  for  terminal  charges  and  another  for  the 
haul?  A.  Let  me  explain  ;  I  have  made  an  imperfect  answer  ; 
it  is  possible  to  ascertain  the  terminal  charges,  but  when  you 
separate  it  from  the  haul,  the  haul  cannot  be  ascertained  to 
separate  it  from. 

Q.  I  don't  understand  your  answer?  A.  The  cost  of  haul- 
ing cannot  be  ascertained,  to  separate  the  terminal  charges 
from,  to  compare  it  with. 

Q.  If  you  say  the  terminal  charge  can  be  ascertained,  what 
is  there  left,  but  the  cost  of  the  haul  of  a  special  freight 
charge  ?  A.  There  is  other  kind  of  business — there  is  passen- 
ger business,  and  you  cannot  tell  how  much  of  the  expense  is 
due  to  that ;  that  is  the  difficulty. 

Q.  In  any  given  case  can't  you  tell  ?  A.  What  do  you  mean 
— an  experimental  train  ? 

Q.  No  ;  but  in  any  given  case,  in  any  given  number  of  tons 
of  freight  I  send  by  the  Merchants  Despatch,  or  any  other  one 
of  your  fast  freight  lines,  or  co-operative  or  non-co-operative 
lines,  no  matter  which — five  hundred  tons  of  freight  from  here 
to  Chicago  ;  couldn't  you,  as  an  expert,  ascertain  how  much  it 
costs  the  company  to  do  that  work  ?  A.  Do  yon  mean  the 
mere  haul  over  the  road  ? 

Q.  The  haul  over  the  road  and  how  much  the  terminal  charges 
ought  properly  to  be  ?  A.  Do  you  include  in  the  expenses  of 
the  haul  the  expense  of  repairing  the  road,  and  all  the  ex- 
penses of  getting  it  over  the  road  ? 

Q.  Yes.     A.  No,  sir  ;  I  could  not  ascertain  it. 

Q.  Could  you  ascertain  that  as  to  your  whole  business  ?  A. 
You  can  ascertain  what  was  the  average  cost  per  ton,  per  mile, 
to  move  freight,  the  number  of  tons  moved  one  mile,  and 
the  total  mileage,  and  the  total  expense  of  moving;  there 
is  nothing  better  than  that  can  be  got,  unless  it  is  purely  a 
matter  of  opinion,  and  very  poor  opinion  at  that ;  it  would  be 
like  undertaking  to  ascertain  in  the  expense  of  this  building 
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the  cost  of  warming  this  room  aside  from  the  other  rooms, 
when  there  is  one  general  furnace  down  stairs ;  the  railroads 
have  got  something  else  to  do  than  to  be  keeping  such  fine 
things  as  that. 

Q.  They  have  a  large  number  of  employees  ?  A.  I  un- 
derstand they  have,  but  they  would  have  to  have  a  Yery  much 
larger  number  if  they  kept  a  great  number  of  these  curious 
things. 

Q.  Could  not  a  railro  id  reduce  its  rates  because  it  costs 
them  less,  or  is  not  that  in  railway  economy  considered  a  good 
reason,  without  reference  to  the  Erie  Railway  at  all  ?  A.  A 
railway  company,  if  it  costs  less  to  them,  could  reduce  rates 
if  they  chose  ;  it  is  quite  possible  and  it  is  quite  proper  ;  that 
is  what  they  do,  and  have  done. 

Q.  They  have  done  it  at  competitive  points  ?  A.  Yes,  sir  ; 
and  local  points,  too,  largely. 

Q.  Only  recently  ?  A.  It  has  been  a  diminution  progres- 
sively downwards  all  the  time  for  years. 

Q.  The  expenses  have  been  progressively  going  down  for 
years  ?  A.  That  is  another  matter ;  but  you  didn't  ask  me 
that ;  you  asked  me  about  the  other. 

Q.  The  expenses  have  been  gradually  going  down,  haven't 
they  ?     A.  Yes,  sir ;  but  you  didn't  connect  it  with  the  other. 

Q.  I  do  connect  it ;  I  want  that  fact  to  appear  in  that  con- 
nection ;  therefore,  if  there  has  been  a  diminution  of  forty  per 
cent,  in  rates — local  rates,  say  —  and  there  has  been  a  diminu- 
tion of  forty  per  cent,  in  expenses  of  operating,  substantially 
the  late  is  to-day  the  same  as  wheu  these  respective  diminu- 
tions started  ;  is  not  that  so?     A.  On  your  hypothetical  case? 

Q.  Yes.  A.  Oh,  something  like  that ;  I  cannot  analyze 
your  proposition  quite  enough  to  say  it  is  absolutely  correct, 
but  in  a  general  way  it  is  ;  that  is  a  case  of  your  presenting  ; 
I  do  not  say  that  your  proposition  is  wrong  ;  I  won't  say  that  it 
is  right,  but  it  don't  occur  to  me  that  it  is  wrong. 

Q.  Have  you  had  anything  to  do  with  making  up  freight 
tariffs?  A.  No,  sir;  never  had  anything  to  do  with  making 
up  freight  tariffs. 

Q.  You  haven't  been  connected  with  the  traffic  department, 
even  of  the  old  New  York  Central?  A.  I  was  connected 
with  the  traffic  department  in  a  great  many  ways,  but  not  in 
the  way  of  making  tariffs. 


Q.  You  don't  know  anything  about  this  special  rate  business 
or  the  principle  upon  which  it  was  done?     A.  No,  sir. 

Q.  Have  you  ever  made  any  computation  as  to  whether 
your  freight  business  has  paid  you,  for  the  last  three  or  four 
years,  on  the  New  York  Central  ?     A.  No,  sir. 

Q.  Can  you  tell  us  what  officer  of  the  New  York  Central 
knows  whether  or  not  your  through  business  has  paid  anything 
over  the  cost  of  transportation  ?  A.  As  it  is  a  matter  of  opin- 
ion, there  are  a  number  of  officers  who  might  have  opinions, 
and  all  of  them  might  have  no  opinion. 

Q.  Do  you  think  that  is  a  fair  answer  ?  A.  I  will  tell  you 
what  I  mean ;  I  might  have  an  opinion,  but  I  havn't  got  the 
information  by  which  I  have  got  one  ;  a  number  of  other 
officers  of  the  company,  might  from  the  information  they 
have  on  the  subject  generally,  have  an  opinion,  and  then 
again  they  may  not  have  formed  any ;  therefore  I  cannot  name 
any  particular  person  who  has  got  the  information. 

Q.  Who  is  in  that  sort  of  position,  whose  business  it  is  to 
have  an  opinion  ?  A.  If  that  is  asked  as  a  general  question  I 
will  say  Mr.  Vanderbilt  or  Mr.  Butter. 

Q.  Mr.  Butter  has  told  us  he  has  not  ?     A.  Very  well. 

Q.  Leave  him  ont ;  who  else  is  there  in  your  corporation 
whose  business  it  is  to  have  an  opinion  upon  that  point ;  this 
Committee  would  like  to  know  whether  you  have  been  taking 
your  through  traffic  at  a  profit  ?  A.  I  think  that  Mr.  Vander- 
bilt or  Mr.  Rutter  would  be  the  proper  men. 

Q.  Therefore,  the  only  man  is  Mr.  Vanderbilt — by  Mr.  Van- 
derbilt you  mean  the  President?  A.  Yes,  sir;  and  Mr- 
William  K.  Vanderbilt  might  possibly  have  ;  he  has  some- 
thing to  do  with  the  traffic. 

Q.  What  relation  has  he  to  the  traffic  department?  A.  He 
is  Second  Vice-President  of  the  company. 

Q.  Does  he  pay  attention  to  the  traffic  department  ?  A.  In 
some  degree. 

Q.  We  don't  want  to  trouble  either  of  those  gentlemen,  un- 
less he  can  can  give  us  information  ?  A.  I  don't  think  he  has 
aDy  information. 

Q.  Have  you  any  opinion  as  to  whether  a  10  cent  per 
hundred  rate  from  Chicago  to  New  York  pays  the  companies 
that  make  the  haul  ?  A.  That  would  depend  very  much  on 
circumstances. 
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Q.  East  bound  ?  A.  What  kind  of  freight  are  you  speak- 
ing of  ? 

Q.  Grain  and  flour.  A.  Oh,  very  well;  that  is  quite 
another  thing ;  freight  is  quite  a  different  thing ;  that  would 
depend  very  much  on  what  there  was  moving  west,  and  all 
those  circumstances. 

Q.  We  are  talking  about  moving  east.  A.  The  profit  of 
moving  east  would  depend  on  what  the  cars  going  back  would 
take  back. 

Q.  In  other  words,  you  mean  if  on  the  round  trip  you  can 
make  it  up  ?     A.  Not  make  it  up  on  the  round  trip. 

Q.  Then  it  will  pay ;  it  is  very  much  as  it  may  pay  a  ship 
coming  over  here  laden  that  would  otherwise  have  to  come 
here  in  ballast  ?  A.  Let  me  explain  ;  you  put  it  in  a  different 
way  than  I  am  willing  to  take  it. 

Q.  Is  that  what  you  say — is  it  like  a  ship  coming  over  here 
in  ballast  ?     A.  Let  me  state,  please. 

Q.  I  will  allow  you  to  state  ?  A.  If  a  car  is  hauled  from 
here  to  Chicago,  in  order  to  bring  down  a  car  load  of  freight, 
it  has  the  effect  of  returning  cars  empty;  the  car  starts 
from  here  to  go  to  Chicago  and  gets  its  load ;  the  effect  of  that 
thing  is,  that  the  car  is  hauled  empty  in  one  direction  and 
loaded  in  another ;  a  car  goes  west  empty,  before  it  comes  back 
loaded;  they  are  sent  west  for  freight,  not  brought  down  loaded, 
and  returned  back  emply,  therefore  the  bringing  down  of  a  car 
load  of  freight  from  Chicago  at  a  10  cent  rate,  if  you  send  a  car 
empty  there  would  be  quite  another  thing  as  regards  profit  from 
what  it  would  be  if  when  that  car  was  going  you  had  some- 
thing else  you  could  send  in  it ;  but,  as  a  general  thing, 
without  going  into  the  detail  or  explaining  the  reason  why  I 
think  so,  I  should  say  that  a  rate  of  ten  cents  a  hundred  on 
the  kind  of  freight  that  is  carried  at  that  rate,  that  is,  the 
heavier  kinds — these  standard  heavy  articles — there  would 
be  not  much  profit  at  ten  cents  ;  my  impression  is,  however, 
that  there  would  not  necessarily  be  a  loss  in  it ;'  it  would 
depend  on  the  economy  that  is  practiced  ;  let  me  explain 
about  that ;  there  is  a  kind  of  economy  that  everybody  can 
practice — that  is,  a  natural  economy,  and  an  economy  that  you 
get  up  to  that  point  very  easily;  now,  I  don't  myself  think 
that  I  am  under  any  obligations,  I  do  not  think  anybody  else 
is  under  any  obligations  to  practice  any  economy  beyond  that 
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point ;  there  is  no  obligation  to  do  so  if  the  necessity  does  not 
arise,  and  yet  given  the  circumstances  of  a  very  low  rate  on 
freight  there  is  a  pressure  of  economy  that  is  very  injurious 
to  us  who  feel  it,  by  our  salaries  being  taken  off  and  all  that 
sort  of  thing,  by  which  there  might  be  a  saving  on  a  ten  cent 
rate,  when  a  twelve  cent  rate,  perhaps,  if  it  was  got,  might  not 
more  than  pay  ;  there  are  some  of  those  circumstances  ;  taking 
the  ordinary  average  condition  of  running  things  and  I  hen 
taking  a  railroad  operated,  for  instance,  as  the  New  York  Cen- 
tral is,  I  should  say  that  there  would  not  be  much  profit  in  a 
ten  cent  rate  ;  I  do  not  think,  myself,  there  would  be  much 
loss. 

Q.  And  of  that  rate  the  New  York  Central  receives  forty-six 
per  cent. — of  a  ten  cent  rate  from  Chicago  ?  A.  That  depends 
on  which  way  it  comes ;  the  rates  are  different  by  the  Lnke 
Shore  from  what  they  are  by  the  Michigan  Central. 

Q.  What  is  the  average  rate  that  they  get  ?  A.  They  run 
down ;  the  first  two  figures  are  decimals  of  100,  and  they  run 
dowu  to  other  places  of  figures,  and  they  vary  from  every 
point. 

Q.  Isn't  it  between  forty  and  fifty  per  cent.  ?  A.  I  say  sub- 
stantially, putting  it  approximately,  half — not  quite — about 
half;  I  generally  call  it  in  my  own  mind. that  the  New  York 
Central  very  nearly,  from  Chicago,  gets  fifty  per  cent,  of  it. 

Q.  I  am  right  in  my  conjecture  that  it  is  very  nearly  what  I 
have  stated  ?     A.  Yes,  sir. 

[Eecess.] 


Afternoon  Session. 

The  Witness — Let  me  say  in  explanation,  speaking  about 
this  rate  per  ton  per  mile — this  rate  of  ten  cents  per  hundred  ; 
I  want  to  say  to  save  misapprehension  that  of  course  that  had 
no  return  whatever  to  any  investment  of  any  kind— even  inter- 
est on  debt  or  anything  of  that  kind ;  it  had  reference  to  freight 
that  came  through  substantially  without  being  picked  up,  or 
anything  of  that  kind,  at  Chicago  ;  we  add  a  special  terminal 
charge  on  there  ;  and  also  that  it  was  of  a  railroad  operated 
under  the  most  favorable  circumstances  certainly. 
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Q.  As  to  grade  and  as  to  fuel  and  all  circumstances  ?  A. 
And  all  circumstances,  and  with  that  kind  of  economy  that  I 
should  dislike  very  much  to  see  in  its  effect  on  me  personally. 

Q.  You  could  not  carry  an  economy  so  far  as  to  reduce  the 
wages  of  your  labor  below  the  standard  rate  ol  wages  ?  A. 
Well,  possibly  not  that — below  the  standard  rate  whatever,  the 
standard  may  be — but  the  standard  itself  becomes  lowered  by 
this  pressure  being  on  it  under  those  circumstances;  and 
then  there  is  a  very  large  class  of  deserving  men  on  eveiy  rail- 
road that  have  no  standard  pay  at  all,  and  they  always  suffer; 
take  the  individual  station  agent,  who  is  not  associated  with 
any  class  whatever — he  can  do  nothing;  he  may  be  a  very 
worthy  man  ;  he  frequently  suffers  by  these  things,  and  gener- 
al officers  suffer  too,  very  considerably. 

Q.  You  would  have  to  reduce  your  legislative  and  law  ex- 
penses very  largely,  I  suppose  '.  A.  I  am  speaking  of  salaries  • 
my  own  salary  has  been  reduced  under  the  operation  of  some 
of  these  things  in  a  way  I  certainly  did  not  fancy,  as  a  matter 
of  necessity. 

Q.  That  explanation  was  suggested  to  you  by  Mr.  Blanch- 
ard,  wasn't  it  ?  A.  No,  sir,  it  was  not ;  what  makes  you  ask 
that? 

Q.  Because  it  would  have  been  so  natural?  A.  Let  me  ask 
you — do  you  suppose  I  say  one  thing  and  then  take  a  sugges- 
tion of  somebody  else  and  change  it  ? 

Q.  No  ?     A.  That  is  what  is  implied. 

Q.  Oh,  no,  it  is  not  implied  at  all  ?  A.  If  that  is,  I  want  to 
understand  it. 

Q.  No,  no  ?  A.  I  must  say  I  don't  like  the  question ;  that 
is  a  personal  matter  decidedly,  and  I  am  not  in  the  habit  of 
saying  one  thing  and  then  taking  the  suggestion  of  somebody 
else  and  modifying  it. 

Q.  Why  not?  A.  No  matter  ;  I  say  I  am  not  in  the  habit 
of  it. 

Q.  Why  shouldn't  you  ?  A.  Well,  no  matter,  I  am  not ;  it 
don't  suit  me,  is  the  reason. 

Q.  If  a  suggestion,  Mr.  Worcester  leads  you  to  make  a 
modification,  consonant  with  the  truth,  why  shouldn't  you  do 
it?     A.  Because  I  don't  fancy  it  ;  that  is  a  sufficient  reason. 

Q.  It  is  perfectly  proper  for  Mr.  Blanchard —  A.  Certainly 
it  is ;  but  it  is  not  proper  to  put  that  kind  of  a  question  to  me. 
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Q.  Certainly  it  is  ?     A.  It  implies  something. 

Q.  No  ?     A.  I  only  want  to  tell  you  what  I  think  of  it. 

Q.  I  want  to  know  how  far  your  answer  is  suggested  by  a 
question  that  properly  comes  in  in  cross-examintion,  and  it  is 
perfectly  proper  for  Mr.  Blanchard,  when  I  get  through,  to  put 
a  question  to  you  in  cross-examination,  and  that  question  is  in 
itself  a  suggestion  as  to  how  to  modify  your  answer,  and  you 
would  modify  your  answer  accordingly,  wouldn't  you  ?  A.  I 
can't  answer  what  I  would  do  in  a  hypothetical  case  until  the 
case  arises. 

Q.  Every  witness  answers  in  accordance  with  suggestions,  if 
the  suggestions  meet  his  views,  and  the  suggestions  are  truth- 
ful, and  he  himself  is ;  now,  to  get  away  from  that,  you  say  the 
ten  cent  rate  would  pay,  all  the  circumstances  being  favorable ; 
do  you  mean  by  that  now  that  it  would  not  pay  the  Erie  Rail- 
way ?  A.  I  don't  think  it  would  the  Erie,  as  I  understand  the 
circumstances  of  the  Erie  ? 

Q.  You  do  not  think  that  the  Erie  operates  its  road  under 
as  favorable  conditions  as  you  do  yours ;  when  I  speak  of 
"  yours,"  I  speak  of  the  New  York  Central  &  Hudson  River  ? 
A.  I  don't  think  their  road  can  be  operated  as  cheaply,  per- 
haps, quite,  but  I  think  they  have  certain  ways  of  management 
by  which  there  cannot  be  so  many  economies  practised  on  that 
road,  or  have  not  been,  as  there  have  been  on  the  New  York 
Central;  what  they  are  able  to  do  I  can't  say. 

Q.  Would  that  make  a  difference  of  60  per  cent.  ?     A.  What  ? 

Q.  In  the  cost  of  the  operating  ?  A.  The  circumstances  of 
the  Erie? 

Q.  Yes.  A.  Oh,  I  am  not  able  to  say  ;  I  stated  in  a  general 
way  I  supposed  there  was  some  difference,  but  I  gather  that 
only  from  general  observation  in  regard  to  the  results  of  the 
business  ;  I  am  not  able  to  fix  any  percentage. 

Q.  How,  as  compared  with  your  general  observation,  is  the 
New  York  Central  placed,  as  to  economies  of  operation,  with 
the  Pennsylvania  ?  A.  Well,  that  I  am  not  able  to  say ;  I 
have  not  made  comparisons  with  the  Pennsylvania  in  that  way. 

Q.  Do  you  think  that  the  New  York  Central  is  more  favor- 
ably, or  less  favorably  placed  for  through  traffic  westward  than 
the  Pennsylvania  Railroad  ?  A.  Well,  my  general  impression 
would  be,  there  being  the  same  elements,  that  the  Pennsylvania 
road  is  unquestionably  better  situated. 
125 
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Q.  Fuel  ?  A.  Fuel,  especially ;  and  the  fact  that  certain 
kinds  of  labor  in  certain  places  are  cheaper  on  the  Pennsyl- 
vania road ;  it  is  not  a  kind  of  country  like  that  which  the  New 
Yerk  Central  goes  through. 

Q.  It  is  not  as  good  a  country  ?  A.  I  say  it  is  not  as  good, 
and  therefore  certain  kinds  of  labor  do  not  command  so  high  a 
price;  it  is  not  so  much  in  demand;  they  can  hire  men 
cheaper,  and  there  are  certain  supplies  at  local  stations  that 
undoubtedly  cost  more  in  some  cases  on  the  Pennsylvania 
than  they  do  on  the  New  York  road ;  but  I  don't  think  I  have 
any  idea  as  to  what  would  be  the  difference,  if  any,  between 
the  Pennsylvania  and  the  Central. 

Q.  Now,  you  have  mentioned  the  disadvantages  that  the  New 
York  Central  labors  under,  as  compared  with  the  Pennsyl- 
vania ;  won't  you  kindly  mention  some  of  the  advantages  that 
the  New  York  Central  enjoys  ?  A.  Well,  it  has,  perhaps,  a 
little  more  fayorable  grades,  take  them  in  the  aggregate, 
than  the  Pennsylvania  road ;  that  is  about  the  only  thing  I 
know  of. 

Q.  Has  it  not  a  very  much  larger  local  population  than  the 
Pennsylvania  road ;  it  runs  through  cities  ?  A.  You  asked  me 
to  confine  myself  to  through  traffic — you  spoke  simply  of 
through  traffic. 

Q.  Does  not  that  large  local  traffic  place  you  in  a  position 
of  vantage  as  to  the  through  traffic  ?  A.  I  don't  know  that  it 
does ;  I  don't  know  why  it  should  except  if  you  have  a  large 
local  traffic,  if  the  places  are  large  that  you  go  through,  you  go 
through  at  much  more  expense,  that  is  all. 

Q.  Doesn't  it  give  you  an  income  independent  of  your 
through  traffic?  A.  It  gives  you  an  income,  but  it  doesn't 
make  your  through  traffic  any  more  profitable,  or  enable  you 
to  do  it  any  cheaper  ;  the  cost  of  through  traffic  is  not  dimin- 
ished one  atom  by  your  making  $20,000,000  a  year  on  local 
business. 

Q.  Therefore,  you  think  that  your  through  traffic  costs  you 
as  much  as  the  Pennsylvania's  through  traffic  costs  it  ?  A.  I 
don't  know  what  it  costs  it,  but  in  a  general  way,  from  what  I 
know,  I  should  think  that  what  was  in  favor  of  one  in  one 
respect  would  be,  perhaps,  equally  offset  by  something  else  in 
the  other  case ;  I  should  not  think  in  a  general  way  that  there 
would  be  any  remarkable  difference. 
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Q.  Haven't  you  absolutely  a  large  advantage  over  the  Penn- 
sylvania Boad  as.  to  the  whole  traffic  on  your  road  in  your 
large  population  along  the  line  of  the  road  ?  A.  I  don't  know 
how  much  they  have  on  the  line  of  the  road. 

Q.  Assuming  it  to  be  one-third  of  what  you  have  on  the 
line  of  yours?  A.  I  should  suppose  that  two-thirds  additional, 
that  is  that  difference,  would,  of  course,  make  a  better  local 
business. 

Q.  Make  a  very  heavy  local  business  ?  A.  It  would  make  a 
volume  of  business,  but  very  possibly,  as  would  be  quite  likely 
the  case,  if  the  volume  of  business  was  larger  the  circum- 
stances would  be  such  that  the  rates  would  be  correspondingly 
low,  because  with  a  small  traffic  through  small  places  it  is  very 
frequently,  almost  always  the  case,  as  a  rule,  perhaps,  that  a 
good  deal  higher  rates  obtain. 

Q.  Now,  take  the  local  and  through  traffic  of  the  Baltimore 
&  Ohio ;  what  disadvantages  and  what  advantages  do  you 
labor  under  ?  A.  I  am  not  familiar  enough  with  the  Balti- 
more &  Ohio  to  say. 

Q.  You  don't  know  ?     A.  No,  sir. 

Q.  Haven't  you  attended  a  great  many  conferences  of  rail- 
way managers,  at  which  these  matters  were  the  subject  of  dis- 
cussion, and  rates  were  fixed  depending  upon  these  several 
elements  that  I  have  brought  to  your  notice  here  this  morning  ? 
A.  I  have  attended  a  few ;  I  have  not  attended  very  many  ;  I 
have  frequently  heard  the  result  and  the  subject  of  discussion 
at  those  places  when  I  was  not  present,  but  as  a  rule  I  have  not 
attended  conventions  of  that  kind  ;  it  is  quite  the  exceptional 
case  ;  I  have  been  present  at  some  few. 

Q.  Now,  at  those  few  where  you  represented  the  New  York 
Central  Railway,  in  making  up  a  freight  arrangement  or  traffic 
arrangement  with  the  great  through  lines,  what  principle  ac- 
tuated the  through  lines  ?  A.  There  was  none  which  had  ref- 
erence to  fixing  the  rates;  I  thought  by  conventions  you  meant 
meetings  for  any  general  purposes  of  consultation  ;  there  never 
was  one  of  these  that  I  speak  of  when  I  was  present  that  had 
anything  to  do  with  making  these  rates ;  I  was  present  at  a 
number  of  them  but  I  was  not  present  as  a  delegate—  I  was 
accidentally  present,  and  took  no  part  in  the  discussion. 

Q.  You  had  nothing   to   do  with  the  determination  of  the 
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question  of  fixing  the  rate  to  Boston,  for  instance,  at  the  same 
rate  as  the  one  to  New  York?     A.  I,  personally  ? 

Q.  You,  personally?     A.  No,  sir. 

Q.  Nor  to  Baltimore  at  a  different  rate?  A.  No,  sir,  except 
such  sort  of  general  discussion  as  comes  up  where  all  parties 
are  talking  about  it. 

Q.  Did  you  furnish  any  data  for  those  meetings  ?  A.  I 
never  did,  personally  ;  no,  sir. 

Q.  In  what  respect,  after  the  terminal  handling  is  disposed 
of,  does  the  haul  of  first  class  freight  differ  from  fourth  class  in 
expenditure  to  the  company?  A.  Except  that  it  occupies 
more  car  room,  and  that  the  dead  weight  hauled  is  very  much 
greater  in  proportion  to  the  paying  load,  and  the  risk  there  is 
of  loss,  where  the  responsibility  is  for  loss,  there  are  perhaps 
no  very  great  differences ;  for  instance,  a  car  loaded  with 
thousand  dollar  bank  notes  and  a  car  loaded  with  anthracite 
coal 

Q.  With  one  thousand  dollar  bank  notes  ?  A.  Loaded  as 
much  as  it  could  carry  with  thousand  dollar  bank  notes, 
and  a  car  load  with  anthracite  coal,  in  the  same  train,  going 
along  together,  it  would  cost,  I  suppose,  in  one  sense,  just  as 
much  to  haul  one  as  the  other;  no  more  nor  no  less,  perhaps; 
it  would  cost  as  much  probably  to  haul  the  coal  as  it  would  the 
bank  notes,  the  weight  being  equal. 

By  Mr.  Shipman  : 

Q.  The  weight  of  the  coal  would  wear  out  the  track  more  ? 
A.  I  said  both  loaded  the  same  weight. 

By  Mr.  Sterne  : 

Q.  Now,  have  you  ever  computed  what  percentage  of  the 
cost  is  due  to  the  risk  of  carrying  first-class  freight,  as  com- 
pared with  fourth  class  freight,  or  the  intermediate  classes  ? 
A.  No,  sir  ;  I  have  not. 

Q.  You  therefore  cannot  tells  us  whether  the  difference  in 
classification  bears  any  relation  to  that  risk — the  difference  in 
classification  in  so  far  as  it  affects  the  difference  in  price  ?  A. 
I  can't  tell  what  relation  it  bears  to  that  risk. 

Q.  Well,  is  it  an  appreciable  one — in  other  words,  are  your 
payments  for  losses  incurred  from  such  causes  as  your  com- 


1091 

pany  recognizes  as  responsible  for  the  loss,-  so  great  in  first- 
class  freight,  that  it  practically  amounts  to  four  times  the 
amount  of  what  you  pay  on  your  losses  on  fourth  class  freight, 
pound  for  pound  ?  A.  That  I  could  not  say  ;  when  some  large 
losses  have  occurred  where  we  have  been  responsible,  as  we 
have  had  some  of  two,  three  or  four  hundred  thousand  dollars 
it  would  be  difficult  to  say  what  particular  kind  of  freight  was 
destroyed  ;  in  those  fires  for  instance 

Q.  Tou  speak  of  some  great  conflagrations  ?  A.  Yes,  sir  ;  it 
occasionally  happens ;  we  had  a  freight  house  burned  at 
Buffalo. 

Q.  Freight  of  every  class  ?     A.  All  burned  together. 

Q.  But  the  ordinary  risks  of  the  traffic,  I  am  speaking  of  ? 
A.  I  couldn't  say  what  relation  the  two  kinds  of  freight  bear 
to  each  other. 

Q.  Tou  could  not  say  what,  where  there  is  a  rate  of  insur- 
ance on  your  first-class  freight  or  any  of  the  intermediate 
classes,  compared  with  the  fourth-class,  would  cover  that  risk  ? 
A.  I  could  not. 

Q.  Now,  do  you  know  the  difference  in  cost  per  ton  of  hand- 
ling first-class  freight  as  compared  with  fourth-class  freight,  at 
termini?  A.  Oh,  I  don't  think  any  cost  of  handling  a  class  of 
freight  by  first  or  fourth  classes  could  be  stated  ;  if  the  items 
of  each  class  vary  in  the  course  of  the  handling,  what  the  result 
of  an  average  of  each  would  be  T  couldn't  say,  but  the  first- 
class  freight  has  a  great  number  of  varieties,  indeed,  and  so 
does  fourth-class  ;  some  of  the  articles  of  the  lower  classes  are 
much  more  difficult  in  handling  than  others  would  be. 

Q.  And  some  of  the  first-class  ?  A.  Some  of  the  first,  of 
course. 

Q.  Is  that  ascertainable  ?  A.  I  don't  think  it  would  be  ;  I 
don't  mean  to  say  by  that  that  it  would  be  absolutely  impos- 
sible to  ascertain  it,  but  I  mean  for  all  practical  purposes. 

Q.  Is  it  in  railway  economy  to  ascertain  the  fact  upon  which 
the  basis  of  freight  charges  can  be  made  ?  A.  No ;  I  don't 
think  it  is. 

Q.  Neither  one  of  those  elements  is  ?     A.  No,  sir. 

Q.  Therefore,  your  freight  charges  are  made  upon  the  basis 
of  what  they  can  bear  ?     A.  Well,  considerably  so  ;  yes,  sir. 

Q.  And  the  difference  between  the  first-class  and  the  fourth- 
class   are   rather    arbitrary  distinctions  on  the   whole?      A. 
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Yes  ;  there  is  one'  explanation  I  want  to  make  about  what  the 
property  will  bear ;  it  is  a  sort  of  connecting  link  between 
these  classes ;  there  has  got  to  be  some  articles  carried  in 
order  that  certain  other  ones  may  move  ;  for  instance,  if  coal 
should  be  carried  at  a  loss,  to  a  certain  station  because  the 
coal  could  not  bear,  as  tlie  expression  is,  a  higher  price,  it 
would  not  do  to  charge  two  or  three  dollars  a  ton,  perhaps  ;  it 
promotes  or  is  an  incident  to  doing  business  in  that  place,  and 
that  has  to  be  carried,  even  if  there  is  substantially  no  profit 
in  it,  in  order  that  other  kinds  of  business  may  be  transacted 
there,  and  certain  enterprises  carried  on ;  the  effect  of  that  is 
to  make  the  lower  values  of  property  pay  lower  charges,  and 
the  higher  ones  pay  higher. 

Q.  In   other  words,  you  recoup A.  The  very  case  1 

was  supposing  of  the  bank  notes  and  the  coal. 

Q.  Well,  but  don't  let  lis  take  a  case  that  is  never  likely  to 
happen?  A.  Well,  that  illustrates  it  decidedly,  because  the 
extreme  is  much  more  ;  they  certainly  would  not  transport 
these  bank  notes  if  they  were  insured  against  loss  probably 
for  the  same  price  they  would  transport  the  coal. 

Q.  However,  let  us  take  a  case  of  brown  linen  or  brown 
sheeting '?  A.  I  don't  know  anything  about  that ;  I  never  was 
in  the  dry  goods  business. 

Q.  You  only  know  something  about  coal  and  bank  notes  ? 
A.  I  know  about  hogsheads  of  sugar. 

Q.  Take  a  first-class  article  ;  brown  sheetings  as  among  the 
lowest  I  took  in  value  of  the  first-class  articles  ;  take  such  an 
article  as  that ;  you  put  that  in  first-class,  and  yet  you  could 
load  a  car  to  its  full  capacity,  could  yon  not,  with  brown  sheet- 
ings ?  A.  Well,  sir,  E  am  not  familiar  enough  with  the  weight 
of  brown  sheetings  to  know  whether  you  could  load  what  is 
termed  a  maximum  load  in  a  car  or  not. 

Q.  You  don't  know  whether  you  could  load  ten  tons  or 
twelve  tons  in  a  car '?     A  No,  sir,  I  don't  know. 

Q.  You  recoup,  therefore,  yourselves  foi  the  loss  on  lower 
class  freights,  or  possible  losses  on  lower  class  freights,  by 
your  charges  on  higher  class,  is  that  it '?  A.  No,  sir,  that  is 
not  the  way  I  should  express  it ;  we  do  a  certain  amount  of 
business  of  all  kinds,  and  we  do  it  all  for  such  prices  as  appa- 
rently to  satisfy  people  and  enable  the  property  to  move,  to 
make  the  commerce  of  the  country  active,  as  a  general  propo- 
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sition,  without  particularly  distinguishing  between  them  for 
that  purpose,  getting  as  much,  for  instance,  as  each  one  ap- 
parently will  bear,  as  the  expression  is  ;  on  that  altogether  we 
make  a  certain  profit,  or  we  make  nothing  whatever,  as  the 
case  may  be  ;  that  begins  and  ends  our  way  of  looking  at  it. 

Q.  Well,  you  don't  look  at  it  in  that  way  in  relation  to  pas- 
senger traffic,  and  why  do  you  not  ?  A.  I  beg  your  pardon ; 
let  me  ask  you — you  say  we  don't  look  at  it  in  that  way  in  re- 
gard to  passenger  traffic  ? 

Q.  No  ;  I  think  you  do  not.     A.  Well,  let  us  see  what  it  is. 

Q.  For  instance,  if  a  client  were  willing  to  pay  me  a  thou- 
sand dollars  to  argue  a  case  for  him  at  the  Court  of  Appeals, 
you  would  not  charge  me,  even  if  the  law  permitted  you  prob- 
ably, $500  to  take  me  to  Albany  because  I  could  bear  that  charge, 
and  then  carry  some  poor  fellow  who  cannot  bear  that  charge, 
and  whose  business  pays  him  only  f  10  for  $2  ?  A.  Well,  I  can 
explain  that,  perhaps ;  that  is  not  a  very  happy  illustration,  as 
it  strikes  me,  but  I  can  explain  it  a  little ;  in  the  first  place,  we 
are  limited  by  law  about  our  passenger  charge ;  we  could  not 
charge  in  that  way  if  we  wanted  to  ;  I  thought  you  knew  that 
fact. 

Q.  I  know  that  fact ;  leave  the  law  out.  A.  It  is  a  fact  that, 
in  a  great  many  cases,  passengers  who  are  not  able  to  pay  the 
full  rate  of  transportation  do  have  cheaper  transportation, 
simply  for  that  reason ;  it  is  the  commonest  thing  in  the  world ; 
giving  free  passes  for  charity's  sake,  of  which  there  is  an 
enormous  amount,  is  just  the  extreme  of  that  case — let  them  go 
for  nothing  ;  cases  of  half  fares,  cases  of  excursions  of  Sunday 
schools,  military  companies,  fire  companies  — or  State  and 
County  fairs,  political  gatherings,  and  everything  of  that  kind 
are  just  in  point ;  the  fare  on  the  Central  Division  is  limited  to 
2  cents  a  mile,  and  that  is  about  equal  to  what  the  second  class 
fare  is  on  all  the  other  roads ;  that  charge  3  cents  for  first. 

Oj.  Then  the  existence  of  the  law  prevents  you  from  going 
over  that  amount,  and  you  are  therefore  free  simply  to  make 
these  discriminations  under  the  law  ?     A.  Sir  ? 

Q.  You  are  free  only  to  make  these  discriminations  within 
the  limitations  of  law  ?     A.  In  the  case  of  passengers  ? 

Q.  Yes.  A.  I  suppose  that  is  so ;  yes,  sir ;  I  suppose  that 
we  could  not  if  we  were  inclined  to ;  what  would  be  done  in 
case  the  restrictions  were  removed  I  couldn't  say. 
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Q.  The  restriction,  therefore,  has  been  a  useful  oue  ?  A. 
That  I  don't  know  ;  you  can  judge  of  that  as  well  as  I  can ;  I 
know  this — that  that  is  the  cheapest  fare  in  the  world  ;  when 
yon  talk  about  cheapness,  that  is  the  cheapest  passenger  fare 
in  the  world. 

Q.  I  believe  that  is  true  ;  and  it  pays  a  profit  ?     A.  I  don't 
know  whether  it  does  or  not ;  it  is  another  matter. 
,    Q.  Well,  doesn't  it  ?     A.  My   impression  is  that  it  doesn't 
pay  a  very  large  profit. 

Q.  Well,  it  pays  a  profit  ?  A.  I  think  there  is  some  profit 
in  it,  yes,  at  two  cents  a  mile,  but  the  passenger  business,  as 
it  is  technically  called,  as  distinguished  from  freight,  depends 
very  much  on  the  volume  and  the  circumstances  and  distance 
which  they  carry  it,  and  all  that ;  there  could  be  a  certain  in- 
crease of  passenger  business  without  any  increase  in  the  train 
service  that  might  make  a  certain  rate  enormously  profitable, 
while  with  a  great  deal  higher  rate  business  done  under  dif- 
ferent circumstances  might  be  done  at  a  loss,  because  you  run 
trains  at  a  fixed  time  ;  we  frequently  put  a  train  on,  that  after 
we  have  been  running  it  awhile  we  take  it  off — it  doesn't  pay 
to  run  it. 

Q.  Then  it  was  bad  judgment  to  put  it  on  ?  A.  That  might 
be  so  ;  it  is  quite  easy  to  criticise  judgment ;  it  is  like  a  great 
many  things  which  you  thought  was  going  to  happen,  and 
you  found  out  you  were  mistaken  ;  I  think  the  railroad  people 
find  out,  with  people  of  other  classes,  that  they  are  very  fre- 
quently wrong ;  that  is  my  experience,  and  all  of  them  admit  that 
they  are  about  as  little  able  to  foresee  circumstances  as  any 
body  else ;  they  don't  see  further  into  a  millstone  than  any 
body  else  ;  so  far  as  they  have  information  on  the  subject,  they 
might  form  a  better  opinion  than  a  person  who  had  not,  but 
that  they  have  any  faculty  of  forming  opinions  that  are  better 
than  anybody  else  in  other  people's  departments  is  not  so  at 
all. 

Q.  Now  you  have  been  connected  ever  since  the  New  York 
Central  Railway  Company  has  been  organized  with  the  New 
York  Central,  and  since  the  consolidation  with  the  Hudson 
Eiver  with  the  New  York  Central  &  Hudson  River ;  you  can 
state  whether  or  not  the  passenger  traffic  of  that  road  does  or 
does  not. pay?     A.  The  New  York  Central  ? 

Q.  Yes,  sir  ?    A.  Oh,  I  think  the  passenger  traffic  is  a  source 
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of  some  profit  to  it  but  there  are  a  great  many  circumstances 
about  the  passenger  business  now  which  make  its  effect  with 
reference  to  profit  different  from  what  it  was  years  ago. 

Q.  That  is     the  palace  car   system   and  the  sleeping  car 
system  ?     A.  That,  and  running  through  cars. 

Q.  Is  not  the  majority  of  the  through  traffic  carried  in  these 
sleeping  cars?     A.  A  good  part  of  it  is. 

Q.  Is  not  a  majority  of  it  ?     A.  I  suppose  a  majority  of  it  is. 
Q.  A  train   that   starts  from  New  York,  westward,  in  the 
evening  carries  more   sleeping  cars  than   ordinary  passenger 
cars  ?     A.  A  night  train  ? 

Q.  A  night  traiu.  A.  It  would  for  those  going  through. 
Q.  Well,  it  would  on  the  whole  train  ?  A.  No,  not  on  the 
whole  train  under  all  circumstances ;  these  cases  are  so  ex- 
ceptional you  cannot  make  any  rule  about  them  ;  I  can  see  a 
traiu  starting  from  here  at  6  o'clock  iu  the  evening  with 
sleepers  on  going  to  Buffalo  or  Chicago,  and  I  can  see  cars 
going  to  Albany  that  reach  there  now  when  there  is  not  the 
travel  that  there  is  during  the  session  of  the  Legislature,  when 
more  than  half  on  the  train  would  be  passengers  for  Albany  in 
all  the  cars. 

Q.  But  a  train  that  would  start  from  here  at  11  o'clock  at 
night  would  be  made  up  almost  entirely  of  sleepers  ?  A.  Most 
likely  ;  but  yet  they  would  pick  up  the  common  cars  at  some 
point  on  the  line. 

Q.  You  say  that  the  passenger  traffic  has  been  modified  by 
this  sleeping  car  and  palace  car  arrangement ;  how  modified  ? 
A.  Well,  it  is  modified  in  respect  to  sending  cars  to  particular 
points,  by  which  sometimes  you  may  not  have — for  instances 
this  :  one  car  starts  for  Chicago,  and  a  separate  car  starts  to  go  to 
Cincinnati,  both  leaving  on  the  same  train  ;  if  you  run  a  car  to 
Chicago  and  a  car  to  Cincinnati  you  probably  would  expect,  or 
hope,  that  they  would  both  be  pretty  well  filled  ;  there  might 
be  circumstances  under  which  there  were  not  passengers 
enough  in  both  cars  to  fill  one,  but  under  the  arrangement 
made  you  would  have  to  take  separate  cars — you  could  not 
put  the  passengers  all  into  one  car  ;  that  is  frequently  the  case, 
and  yet  that  might  happen  only  in  exceptional  cases,  and  not 
frequently  enougU  to  have  you  change  your  plan  by  which  you 
would  take  one  of  the  cars  off. 

Q.  Are  you  speaking  now  of  the  ordinary  cars  of  the  rail- 
126 
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road  or  sleepers  ?  A.  I  was  speaking  of  the  sleepers ;  you 
asked  me  in  connection  with  sleepers  and  drawers — drawing 
room  cars. 

Q.  I  know  ;  for  instance,  take  the  case  of  the  New  York 
Central  Railroad,  that  owns  no  sleepers,  and  owns  no  palace 
cars ;  now,  how  does  the  existence  of  palace  cars  and  sleepers 
upon  that  road  affect  its  income — favorably  or  unfavorably  as 
to  passenger  traffic?  A.  In  that  respect  it  affects  it  some- 
what unfavorably  except  so  far  as  it  has  the  advantage  on 
the  other  side  of 

Q.  Of  collecting  fares  for  passengers  that  they  do  not  put 
into  cars  of  their  own;  is  that  it?  A.  Well,  I  have  forgotten 
what  I  was  going  to  say  ;  you  helped  me  out  so  fluently  I  have 
forgotten  what  it  was. 

Q.  Was  that  it  ?     A.  No,  that  was  not  it. 

Q.  Well,  is  that  so  ?    A.  I  have  lost  what  you   said  now. 

Q.  I  have  completed  your  sentence  by  the  suggestion 
that  it  was  by  reason  of  their  being  able  to  collect  fare  from 
passengers  who  do  not  go  into  cars  which  they  build  and  ope- 
rate as  part  of  their  own  passenger  traffic  arrangement  ?  A.  I 
don't  remember  really  what  the 

Q.  For  instance  take  the  case  of  the  New  York  Central 
Railroad  that  owns  no  sleepers  and  owns  no  palace  cars; 
now  how  does  the  existence  of  palace  cars  and  sleepers  upon 
that  road  affect  its  income — favorably  or  unfavorably  as  to 
passenger  •traffic?  A.  It  affects  it  unfavorably  by  the  necessi- 
ty of  sometimes  sending  extra  cars  in  the  way  I  spoke  of  ;  it 
affects  it  favorably  by  at  times  being  able  to  control  by  means  of 
those  cars  the  passenger  traffic  to  some  given  point,  for  while  it 
might  be  unfavorable  in  the  cases  I  am  speaking  of,  it  might 
be  very  profitable  on  other  occasions  ;  of  course  what  the  re- 
sult is  between  profit  and  lack  of  profit  it  would  be  quite  im- 
possible to  tell. 

Q.  You  stated  that  you  had  nothing  to  do  with  the  classifi- 
cations yourself  ?     A.  Nothing;  no,  sir. 

Q.  Have  you  ever  made  any  suggestions  to  the  administra- 
tion of  your  railway  as  to  a  reclassification  ?  A.  That  is  a 
thing  that  I  never — I  think  I  can  say  I  never  said  a  word 
about  it,  I  never  took  any  part  in  it  whatever. 

Q.  Have  you  any  ideas  on  that  subject  ?  A.  Well,  I  haven't 
any  that  I  care  about  expressing. 
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Q.  None  that  you  care  to  have  the  State  have  the  benefit  of? 
A.  I  am  afraid  that  my  ideas  would  not  be  very  beneficial  to 
the  State  :  I  don't  think  they  are  worth  enough  to  be  benefi- 
cial. 

Q.  You  are  familiar  with  the  organization  of  the  Buffalo 
Bridge  Co.  ?  A.  No,  sir,  I  am  not ;  I  don't  know  of  any  such 
company. 

Q.  I  mean  the  Albany  Bridge  Co.  ?  A.  The  Albany  Bridge 
Co.,  yes,  sir ;  the  Hudson  Biver  Bridge  Co.  at  Albany,  I  sup- 
pose? 

Q.  Yes  ?     A.  Yes,  sir ;  I  am  quite. 

Q.  In  what  way  is  the  income  of  that  corporation  divided? 
A.  The  income  of  the  corporation  is  used  entirely  to  pay  its 
expenses — entirely ;  it  doesn't  do  that ;  the  income  of  the  com- 
pany does  not  pay  the  expense  of  maintaining  and  operating 
the  bridges  or  anything  like  it. 

Q.  The  ten  cents  per  passeDger  does  not  pay  that?  A.  They 
don't  receive  ten  cents  a  passenger. 

Q.  What  do  they  receive  ?  A.  They  receive  three  cents  for  a 
person  who  crosses  on  foot ;  if  he  pays  at  tbe  gate,  and  I  think 
if  he  buys  tickets  they  are  two  cents  ;  that  is  all  the  revenue 
the  company  has. 

Q.  Does  it  get  no  revenue  from  the  freight  that  goes  over 
the  bridge  ?     A.  No,  sir. 

Q.  Are  you  speaking  with  knowledge  upon  the  subject  ?  A. 
Yes,  sir,  I  am  speaking  with  knowledge. 

Q.  Are  you  a  stockholder  in  the  bridge  ?  A.I  am  a  holder, 
I  believe,  of  one  share,  to  qualify  me  for  being  a  Director ; 
I  don't  own  the  share — it  don't  belong  to  me  ;  I  paid  nothing 
for  it ;  I  have  no  interest  in  it. 

Q.  The  whole  of  the  revenue  of  that  bridge A.  Per- 
haps you  will  let  me  commence  at  the  charter  of  that  com- 
pany and  explain  it  briefly. 

Q.  Yes,  once  for  all,  we  want  the  Albany  Bridge  Com- 
pany disposed  of_  A.  I  will  commence  at  the  beginning, 
and  I  will  be  as  brief  as  possible  ;  I  think  the  whole  tiling  is 
very  much  misunderstood  ;  the  Bridge  Company  was  chartered 
in  '56 ;  the  commissioners  opened  subscriptions  for  stock 
under  the  law — under  the  charter;  they  were  very  prom- 
inent men ;  I  won't  name  them ;  I  think  Moses  H.  Grinnell, 
of  New  York  was  Chairman ;  the  law    authorized    the    rail- 
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road  companies  to  subscribe  for  the  stock ;  when  the  books 
were  opened,  such  individuals  as  chose  to  subscribe,  sub- 
scribed ;  all  this  took  place  under  my  own  personal  super- 
vision, for  I  was  substantially  in  charge  of  the  Bridge  Com- 
pany until  the  time  when  the  bridges  were  constructed  and  in 
operation,  and  since  that  time  I  have  known  pretty  well 
about  them  ;  the  railroad  companies,  consisting  of  the  old  New 
York  Central,  the  old  Hudson  Eiver  and  the  Boston  &  Albany, 
agreed  that  they  would  subscribe,  the  New  York  Central  for 
one-half  of  the  stock  not  taken 'by  individuals,  the  Hudson 
River  For  one-quarter,  and  the  Boston  &  Albany  for  one-quar- 
ter ;  individuals  subscribed — of  course  it  is  a  good  while  ago  — 
but  my  impression  is  that  there  were  about  eight  or  ten  individ- 
ual subscriptions  for  twenty  shares,  I  think,  perhaps,  in  one  or 
two  cases,  up  to  a  hundred ;  then  Mr.  Corning  and  Mr.  Ricli- 
mond  and  a  number  of  the  Directors  of  the  Central  subscribed 
for  one  or  two  shares  in  order  to  qualify  themselves,  although 
that  stock  was  afterwards  taken  by  the  New  York  Central 
and  the  other  companies ;  I  think  the  whole  amount  of 
stock  taken  by  individuals,  the  whole  capital  being  $500,000, 
5,000  shares — I  think  the  whole  stock  taken  by  individuals 
was  not  to  exceed,  certainly,  a  thousand  shares ;  immediately 
that  was  done  proceedings  were  commenced  and  an  injunction 
served,  and  the  whole  thing  was  tied  up  in  the  courts  for  sev- 
eral years  ;  in  the  meantime  during  that  period  every  one  of 
these  individuals  sold  their  stock  to  the  railroad  companies,  and 
it  was  divided  between  them  so  that  the  New  York  Central 
owned  one  half  of  the  capital  stock,  the  Hudson  River  owned 
one-quarter,  and  the  Boston  &  Albany  owned  one-quarter,  ex- 
cepting that  certain  individual  shares  stood  in  the  name  of  in- 
dividuals in  order  that  they  might  be  qualified  to  be  directors ; 
the  legal  difficulties  were  removed  so  that  the  construction  of 
the  bridge  was  commenced,  I  think,  in  1863,  and  the  first  train 
that  went  over  it — the  first  formal  train  that  was  called  an 
opening  train,  went  over,  I  recollect  very  well,  on  Washington's 
birthday — the  22d  of  February,  1865 ;  then  the  bridge  was 
opened  to  traffic,  aud  rates  of  toll  were  charged  as  had  been 
fixed  under  the  law  by  the  Canal  Board  ;  the  New  York  Central 
terminus  for  cattle  was  West  Albany,  which  is  two  miles  out 
from  the  City  of  Albany;  and  the  interchange  of  cattle  between 
West  Albany — the  getting  of   cattle  from   West  Albany  over 
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to  the  other  side  of  the  river,  and  loading  on  to  the  Boston  & 
Albany  cars,  or  on  to  the  Hudson  Biver  cars,  as  the  case  might 
be,  was  done  by  driving  them  through  the  city  of  Albany,  taking 
them  across  on  the  ferry  thatwas  known  as  the  South  Ferry — 
three-quarters  of  a  mile  south  of  where  these  bridges  were  ;  the 
driving  of  those  cattle  was  a  regular  business  ;  there  were  men 
who  undertook  it  for  $3  a  car — that  was  the  standard  price  ;  they 
employed  boys  and  all  that  kind  of  thing,  and  it  was  an  addi- 
tional charge  outside  of  the  railroad  entirely  of  $3  a  car ;  when 
the  bridge  was  first  opened,  the  bridge  undertook  to  have  the 
cattle  loaded  right  into   the    cars  at   West  Albany,  and   take 
them  right   across   the   bridge,   and   they    added   $3   to   the 
cattle    charge    on   through    freights ;    when    I   say    through 
freights,  I   mean   through   in   a  broad   sense,  like   going   to 
Chicago,  St.  Louis,  and  all  those  prominent  points  ;  there  was  no 
addition  made  to  the  freight  rate  for  transit  across  the  bridge,  but 
the  charge  for  the  bridge  toll  was  taken  out  before  prorating 
the   remainder,    as  is  now  done   at  some  places ;  it  is  so  at 
the  St.  Louis  bridge  ;  out  of  the  rate,  so  much  goes  first  to  the 
Bridge  Company  ;  that  was  objected  to  by  the  western  roads, 
because  it  made  them  participate  in  the  expense  of  maintain- 
ing the  bridge,  and   the  question  was  whether  that   bridge 
would  overcome  an  obstacle  that  was  incidental  to  the  connec- 
tion between  the  New  York  Central  &  Hudson  Biver  and  the 
Boston  &  Albany,  or  whether  it  would  overcome  an  obstacle 
incidental  to  the  through  line  from  New  York  to  Chicago ; 
after  a  great  deal  of  discussion  on  that,  it  was  abandoned,  and 
two  miles  were  allowed  for  the  bridge  in  estimating  the  basis 
of  mileage,  and  the  balance  was  prorated  ;  in  other  words,  the 
rate  was  prorated,  except  that  the  New  York  Central  &  Hud- 
son Biver  Bailroad  counted  two  miles  in  length  in  consequence 
of  the  bridge,  but  as  between  the  Central  and  the  Boston  & 
Albany  the  Boston  &  Albany  took  one  mile  of  that,  and  the 
Central,  the  other. 

By  the  Chaieman  : 

Q.  When  was  that?  A.  It  all  took  place  within  certainly 
the  next  year  ;  this, cattle  charge  for  some  reason  or  other  by 
mere  discussion  of  it  and  mere  pressure  and  all  that  kind  of 
thing  was  thrown  off  entirely ;  there  was  no  reason  assigned  why 
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it  was  thrown  off  excepting  it  was  talked  about,  and  it  was  aban- 
doned ;  and  other  charges  that  were  put  on  were  modified  until  I 
think  within  a  year  after  the  bridge  was  opened,  the  operation 
of  it  was  that  everything  went  across  the  bridge  without  ad- 
ditional charge  on  the  property,  and  while  the  railroad  com- 
panies might  have  paid  the  tolls  into  the  bridge  company 
there  was  no  purpose  in  their  paying  any  provided  their  par- 
ticipation in  any  distribution,  if  there  was  aay,  would  be  the 
same  as  the  basis  of  the  contribution  ;  for  a  little  time  ac- 
counts were  kept  with  these  railroad  companies  to  ascertain 
that  fact ;  it  was  ascertained  very  soon  that  the  relative 
use  of  the  bridge,  or  the  bridges,  when  they  were  both 
done — two  now — was  in  the  proportion  >  of  the  ownership 
of  the  stock — so  nearly  so  that  the  collection  of  tolls 
was  abandoned  absolutely ;  the  consolidation  having  taken 
place  between  the  Hudson  Eiver  and  the  New  York  Central, 
by  which  they  became  the  owners  of  three-fourths  of  the 
stock ;  they  contributed  three-fourth  of  the  money  to  build  the 
new  bridge,  and  three-fourths  of  the  money  to  build  the  new 
superstructure  on  the  old  bridge,  when  it  was  changed  from 
wood  to  iron,  and  the  Boston  &  Albany  contributed  one- 
quarter;  the  locomotive  service  across  the  bridge  is  done  as 
nearly  as  possible  by  assigning  engines  to  do  it,  on  the  basis 
of  three-fourths  by  the  New  York  Central  &  Hudson  Eiver, 
and  one-fourth  by  the  Boston  &  Albany ;  under  the  applica- 
tion of  these  small  amounts  of  money  collected  for  foot  passen- 
gers across  the  bridge,  which  I  think  might  amount  to — this  I 
am  not  certain  about— to  two  or  three  thousand  a  year — 
I  think  I  am  within  bounds — after  applying  that,  and  some 
cases  of  other  special  transportation  across  the  bridge,  such 
for  instance  as  coal  that  comes  to  Albany,  and  wants 
to  be  delivered  over  at  East  Albany — some  such  case 
as  that,  where  a  man  has  a  car  hauled  across  the  bridge,  and 
he  pays  something  for  it,  making  a  very  small  revenue — after  • 
the  application  of  that  towards  the  expenses,  the  New  York 
Central  contributes  three-quarters,  and  the  Boston  &  Albany 
contributes  one-quarter  of  the  rest  of  the  expenses  ;  the  pay 
rolls  of  the  bridge  are  paid  in  the  first  instance  by  the  New 
York  Central  paymaster  when  he  goes  up  the  road  ;  he  pays 
the  bridge  men  as  much  as  he  pays  the  other  employees  of  the 
road,  and,  after  he  returns  the  pay  roll,  one-quarter  of  it  is 
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collected  from  the  Boston  &  Albany ;  the  bridge  has  never 
paid  any  dividends  ;  it  has  never  had  any  revenue  except  what 
I  am  speaking  of  ;  there  was  some  little  money  accumulated 
during  this  interval  of  time  that  I  am  speaking  of  at  first,  and 
so  far  as  it  went  that  was  applied  to  the  construction  of  the 
other  bridge,  and  the  three-quarters  and  the  one-quarter  were 
paid  by  the  railroads. 

Q.  The  depot  at  Albany  was  not  built  by  the  Bridge  Com- 
pany ?  A.  Not  the  present  one  ;  the  upper  one,  the  old  one, 
was  built  by  the  Bridge  Company. 

By  the  Chairman  : 

Q.  How  about  the  charge  for  passengers  crossing?  A. 
There  is  no  charge  for  passengers  crossing  ;  there  is  no  addi- 
tional fare  for  passengers. 

Q.  Isn't  the  fare  from  New  York  to  Albany  ten  cents  more 
than  from  New  York  to  East  Albany  ?  A.  I  don't  know  ex- 
actly how  that  is  fixed  ;  there  is  nothing  paid  to  the  bridge 
company  for  the  transit. 

Q.  Does  the  Boston  &  Albany  Eailroad  get  any  part  of  that 
ten  cents  ?  A.  No,  sir ;  the  Boston  &  Albany  road  for  some 
time  after  the  bridge  was  in  operation  added  ten  cents  specifi- 
cally to  their  fares  for  bridge  toll,  but  they  abandoned  it  awhile 
ago,  and  the  ten  cents  you  speak  of,  is  not  there  for  bridge  toll 
— at  least  it  is  not  paid  to  the  Bridge  Company. 

Q.  Were  those  shares  subscribed  for  by  individuals  sold  to 
the  railroad  for  more  than  par,  any  of  them  ?  A.  These  shares 
were  bought  in  every  case  at  the  amount  of  the  original  call; 
they  were  simply  made  and  the  calls  were  paid  up  ;  there  was 
one  man,  I  think,  in  New  York,  that  had  a  hundred  shares  that 
when  he  was  paid,  he  was  paid  par,  together  with  interest  on 
his  money  ;  I  want  to  say  this  about  freight ;  more  than  the 
freight  would  have  been  consumed  in  getting  across  the  river 
at  Albany,  and  the  public  have  yet  certainly  the  ben- 
efit of  it  entirely — there  is  not  a  particle  of  benefit  in 
that  bridge  to  the  railroad  company,  except  as  it  enables 
it  to  get  business  over  the  bridge  in  each  direction ; 
there  is  no  individual  ownership  of  stock  ;  there  is  no  such 
thing  as  revenue  now:  there  is  no  dividend;  I  think  that 
Mr.  Fairchilds,  who  is  treasurer  of  the  company 
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By  Mr.  Sterne  : 

Q.  Mr.  Eairchilds  of  Oazenovia?  A.  Yes,  sir;  he  doesn't 
handle,  I  don't  believe,  $5,000  a  year  as  revenue  for  the 
bridge  company ;  he  owns  no  stock,  and  never  did  own 
any  ;  he  owns  one  share,  nominally,  that  belongs  to  the  Hud- 
son River  Road 

Q.  Have  you  some  corporations  or  companies  with  which 
you  transact  business  on  the  lakes — corporations  or  companies 
connected  with  the  New  York  Central,  some  way  or  other  do- 
ing your  lake  transportation  for  you  ?  A.  Well,  what  do  you 
mean  by  connected  ? 

Q.  That  is  to  say  with  the  same  direction  practically  as 
the  direction  of  those  corporations  ?  A.  Not  that  I  know  of ; 
I  don't  know  of  any  such  relation  that  exists  at  all ;  a  good 
many  years  ago  the  old  New  York  Central  had  two  lines  of 
steamships — what  was  called  the  North  Shore  and  South  Shore 
— that  run  enormous  large  passenger  boats  for  a  number  of 
years  that  were  afterwards  sold,  and  subsequent  to  that  the 
New  York  Central  had  a  fleet  of  propellers  upon  the  lake,  but 
those  were  sold  out  before  the  Vanderbilts  came  in,  and  I  am 
not  aware  of  any  connections  except  an  ordinary  transfer  of 
traffic,  and  there  is  no  similarity  that  I  know  of  in  directions 
in  that  respect. 

By  Mr.  Blanchard  : 

Q.  Mr.  Worcester  did  you  ever  see  a  statement  published 
by  Mr.  Garrett  that  the  difference  between  the  cost  of  fuel  to 
the  Baltimore  &  Ohio  Railroad,  as  compared  with  the  New 
York  Central,  was  equivalent  to  a  dividend  upon  the  entire 
capital  stock  of  the  Baltimore  &  Ohio  Railroad?  A.  I  have 
a  recollection  of  some  statement  of  his  substantially  to  that 
effect ;  I  do  not  call  it  very  distinctly  to  mind  just  at  present. 

By  Mr.  Sterne  : 

Q.  Excuse  me  one  moment ;  don't  the  New  York  Central 
Railroad  get  ten  cents  on  each  passenger  by  reason  of  the  ex- 
istence of  that  bridge  ?  A.  Well,  that  I  don't  know  :  I  don't 
know  what  the  local  passenger  rates  are. 

Q.  Well,  $3.10  from  New  York  to  Albany ;  doesn't  some 
part  of  that  money  represent  the  bridge  tolls  ?     A.  Not  as  I 
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understand  it ;  it  is  the  fare  to  Albany  ;  they  pay  no  part  of  it 
to  the  bridge  company. 

Q.  Well,  to  East  Albany  the  fare  is  $3  ?  A.  I  don't  know 
what  the  fare  is  to  East  Albany. 

Q.  "What  is  the  distance  from  New  York  to  East  Albany  ? 
A.  The  distance,  of  course,  varies  somewhat ;  it  is  usually 
computed — it  used  to  be  computed  at  144  miles. 

Q.  You  say  that  would  be,  according  to  your  charter,  $2.88? 

Mr.  Depew — By  the  Johnson  decision  we  are  entitled  to 
three  cents  a  mile. 

The  Witness — There  is  another  thing  about  that ;  it  never 
would  have  been  $2.88  because  it  was  not  limited  to  two  cents 
on  throughjares  ever ;  the  Hudson  Eiver  was  not ;  limited  to 
two  cents  on  local  lares  in  summer  and  two  and  a  half  in  win- 
ter ;  Mr.  Depew  explained  about  what  the  court  decided  about 
that. 

Mr.  Depew — Will  you  let  me  make  a  statement  here,  Mr. 
Chairman,  because  it  can  be  verified.  In  1872  a  suit  was 
brought  against  the  Hudson  Eiver  Railroad  Company  for  a 
penalty  for  an  overcharge,  upon  the  ground  that  it  had 
charged  more  than  it  was  allowed  to  by  its  charter.  That  suit 
was  carried  up  to  the  Court  of  Appeals. 

The  Chairman — What  is  the  title  of  that  ? 

Mr.  Depew — Johnson  against  The  Hudson  Eiver  Eailroad 
Company,  reported  in  49th  New  York  Beports,  page  455.  The 
Court  of  Appeals  there  decided  that  the  section  of  the  General 
Eailroad  Act,  applying  all  the  benefits  as  well  as  all  the 
penalties  of  that  act  to  existing  railroad  companies,  applied  to 
the  New  York  Central,  and  among  the  privileges  was  the 
right  to  charge  three  cents  a  mile.  They  decided  that 
distinctly. 

The  Chairman — As  to  the  New  York  Central  ? 

Mr.  Depew — As  to  the  Hudson  Eiver.  The  New  York 
Central  was  chartered  subsequently,  and  the  rate  of  fare  in 
their  charter,  was  fixed  at  two  cents  a  mile  after  the  passage  of 
the  General  Eailroad  Act  the  Hudson  Eiver  charter  was  passed 
in  1847,  and  the  General  Eailroad  Act  of  1850  extended  to  it  its 
privileges  of  three  cents  a  mile, 
127 


1104 

By  Mr.  Steene  : 

Q.  Tell  me,  Mr.  Worcester,  are  there  many  more  cars  run 
empty  westward  than  empty  eastward  ?     A.  Oh,  yes,  sir. 

Q.  The  bulk  of  traffic  is  from  the  east  to  the  west  ?  A. 
From  the  west  to  the  east. 

Q.  West  to  the  east  ?     A.  Yes,  sir. 

By  Mr.  Blanchabd  : 

Q.  Mr.  Worcester,  you  spoke  of  the  rate  of  ten  cents  per 
one  hundred  pounds  ;  did  you  include  in  that  charge  any  cost 
incurred  by  the  Lake  Shore  &  Michigan  Central,  or  any 
other  roads  terniiuating  at  Chicago,  of  getting  to  the  elevator 
and  stock  yards  or  inspection  yards,  slaughter  houses,  pack- 
ing houses,  and  other  places,  to  gather  the  freight  at  that  end 
of  the  route  ?  A.  Well,  in  one  sense  I  don't  include  anything 
especially,  or  exclude  in  any  definite  way,  but  what  I  had  in 
my  mind  was,  substantially,  freight  standing  in  the  cars  at 
Chicago,  and  coming  down,  whicU  would  not  include  any  items 
of  any  moment  for  purposes  of  that  kind. 

Q.  Did  it  include  the  unloading  of  the  freight  at  this  point, 
and  the  delivery  of  it  about  the  harbor  ?  A.  In  the  case  of 
grain,  I  suppose,  it  would  take  the  ordinary  course  of  deliver- 
ing it  out  of  the  cars,  but  not  distributing  it  around ;  I  sup- 
pose, for  instance,  any  grain,  getting  it  out  of  the  cars  such  as 
goes  into  the  elevator,  and  any  other  kind  of  freight,  deliver- 
ing it  on  the  platforms  ;  that  is  all. 

Q.  Are  yon  familiar  with  the  organization  of  the  fast  freight 
lines  of  the  New  York  Central  road  ?  A.  I  am,  somewhat ; 
yes,  sir  ;  these  fast  freight  lines — I  suppose  you  mean  the 
Bed,  White  and  Blue,  particularly  ? 

Q.  All  the  fast  freight  lines  ?     A.  Yes,  sir. 

Q.  What,  in  your  judgment,  have  they  had  to  do  with  so 
cheapening  the  rate  of  freight,  as  to  enable  the  roads  to  carry 
it  at  lesss  price  ?  A.  Well,  my  impression  in  a  general  way  is, 
that  in  the  absence  of  those  lines,  the  expense  of  transferring 
freight  between  even  the  present  consolidated  lines  at  points 
like  Buffalo,  and  in  a  case  of  non-consolidation,  or  at  least, 
before  consolidations  were  made,  when  there  might  have 
been  a  transfer  at  other  stations — intermediate  ones — even 
with  the  present  consolidated  lines,  the  expense  of  transferring 
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freight  would  be  a  very  large  part  of  what  the  whole  rate  is 
now  for  moving  ;  if  the  bridge  was  not  in  existence  at  Albany, 
it  would  be  considerable  more  than  the  entire  rate  that  is  now 
received  for  freight  to  make  transfers  which  could  not  have 
been  done  if  it  had  not  been  for  these  through  lines. 

Q.  Then  I  understand  you  that  the  passage  of  these  cars 
from  road  to  road,  without  compelling  the  transfer,  as  under 
these  fast  freight  line  contracts  that  have  been  put  in  evidence, 
has  very  largely  cheapened  the  cost?  A.  Very  largely,  indeed, 
it  is  one  of  the  main  items. 

Q.  "While  cheapening  the  cost  to  the  raihoads  has  any 
large  part  of  that  been  given  also  to  the  mercantile  pub- 
lic? A.  Well,  since  these  lines  were  introduced— I  will  give  you 
a  little  explanation — after  the  introduction  of  what  was  known 
as  compromise  wheels,  broad  tread,  and  what  is  known 
as  the  compromise  gauge,  and  the  putting  down  of  the  third 
rail  on  the  Great  "Western  Koad  of  Canada,  which  was  a 
five  foot  gauge,  and  the  construction  of  the  bridge  at 
Albany,  by  which  cars  could  pass  over  the  bridge  to 
go  to  Boston — these  lines  weie  foimed  by  voluntary 
combinations  of  the  railroad  companies,  primaiily  to 
make  more  piofit — to  save  themselves  the  txui  nse  of  t  at 
transfer  which  abided  just  so  much  to  their  profit;  and  by  the 
same  process  that  goes  on — nobody  can  say  how — the  con- 
dition of  it  is  to-day  that  the  public  have  all  the  advantage  of 
those  savings  in  their  reduced  rate  of  lie  ght ;  and  .he  raihoad 
companies  aie  all  of  them  to  day  doing  this  that  they  are  under 
no  ob.igation  to  do ;  this  that  they  did  voluntarily  they  are 
doing  now  as  a  matter  of  necessity  to  maintain  themselves, 
without  any  profit  whatever  substantially ;  I  would  like  to 
state  the  average  rate  of  freight — it  is  public  in  a  great  many 
places — taat  it  may  be  seen  what  the  rates  of  freight  have 
been — the  average  rate  of  Ireight  per  ton  per  mile;  take  the 
New  York  Central  &  Hudson  lliver — in  I808  and  1869,  2-fW 
cents. 


By  Mr.  Sterne  : 

Q.  From  where?  A.  That  is  the  avernge  rate  per  ton  per 
mile  anywhere — all  kinds,  that  is  the  average  of  local  and 
through  and  everything,  but  it  shows  the  diminution  : 
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Which  is  less  than  half  what  it  was  in  1869  and  1870. 

By  the  Chairman  : 

Q.  Can  you  give  ns  those  figures,  separating  the  two  ?  A. 
No,  sir ;  that  I  have  explained  in  regard  to  the  earnings  and 
in  regard  to  the  expenses  ;  there  is  no  way  that  I  know  of,  of 
ascertaining ;  with  regard  to  the  expenses  it  would  be  abso- 
lutely impossible  ;  in  regard  to  rates  received  it  might  be  pos- 
sibly, by  sufficient  labor,  ascertained. 

By  Mr.  Depew  : 

Q.  Then,  if  I  understand  you  correctly,  the  reduction  of 
freight  rates  on  the  New  York  Central  since  the  consolidation 
has  been  one-half — voluntary  reduction  ?  A.  Yes,  sir  ;  they 
were  half  what  they  were  before. 

Mr.  Sterne — What  do  you  mean  by  voluntary  ? 

Mr.  Depew — Their  own  act — without  any  legislation. 

The  Witness — The  Lake  Shore  &  Michigan  Southern  is  a 
New  York  corporation,  and  as  it  is  connected  right  with  the 
New  York  Central,  I  will  read  what  their  rates  were. 

By  Mr.  Baker  : 

Q.  Can  you  make  a  separate  statement  of  the  rate  of  reduc- 
tion on  the  local  rates  alone  ?  A.  No,  we  never  have  ascertained 
just  what ;  it  is  only  inferential ;  you  see  there  are  thousands 
and  millions  of  local  rates  for  all  sorts  of  things ;  it  is  very 
difficult  to  say ;  then  another  thing  about  local,  if  local  rates 
were  made  for  short  hauls  they  would  vary  any  way  from  long 
hauls. 

Q.  Are  you  able  to  state  that  the  local  rates   have  been  re- 
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duced  in  the  same  proportion  that  the  through  rates  have  ?  A. 
I  am  not  able  to  say  just  what  proportion  they  have  been  reduced, 
but  you  see  in  a  general  way  that  the  looal  rates  have  been  very 
largely  reduced  in  that  time ;  very  largely  ;  the  Lake  Shore  start- 
ing from  the  same  point  in  1868  received  two  cents  and  T3T3T6U 
per  ton  per  mile  ;  in  1869,  l.TVA  ;  in  1870,  l.-flft^  ;  in  1871, 
l.T3AV;  in  1872,  l.tVA;  m  1873,  l.TVA  ;  in  1874,  Ltffo;  in 
1875,  L-rfthr;  in  1876,  r\\\;  in  1877,  T%%\;  in  1878,  tffo ;  on 
the  Michigan  Central  it  is  the  same  thing. 

By  Mr.  Depew  : 

Q.  In  estimating  the  cost  of  coal,'  do  you  add  the  freight 
rate  upon  the  connecting  line  from  the  coal  region  to  your  own 
road?     A.  Yes,  sir;  add  that. 

Q.  Now,  when  a  freight  rate  is  given  upon  any  specific 
article  of  traffic,  is  the  question  whether  that  rate  will  yield 
enough  to  pay  a  dividend  on  the  stock  or  interest  on  the  bonds, 
taken  into  consideration  ?     A.  I  never  heard  it  mentioned. 

Q.  Is  the  cost  of  carriage  calculated  upon  ?  A.  I  never 
knew  it  to  be  calculated  upon  or  ever  spoken  of  excepting  some- 
times it  is  said  ;  well,  that  rate  I  don't  believe  pays  the  ex- 
pense of  transportation  when  a  thing  might  happen  to  be  very 
low  in  some  few  instances,  iu  a  general  way. 

Q.  Then,  is  not  the  great  element  in  fixing  the  rate  on 
freight  a  rate  that  will  get  the  business  ?  A.  As  I  understand 
it,  it  is  the  rate  that  will  get  the  business  and  get  as  much  as 
the  property  will  move  at  and  make  business  active,  and  the 
result  is  ascertained  from  what  you  find  you  have  made  out  of 
it  when  you  work  it  up,  without  its  being  computed  in  ad- 
vance.- 

By  Mr.  Sterne  : 

Q.  How  you  come  out  at  the  end  of  the  year  ?  A.  Yes,  sir  ; 
you  do  the  business  on  as  good  conditions  as  you  can,  the 
same  as  anybody  else  does,  and  then  you  ascertain  what  you 
have  made,  but  the  rates  are  not  fixed  at  all  with  reference  to 
making  a  certain  amount. 

Q.  You  are  speaking  of  through  rates  now,  aren't  you  ?  A. 
I  am  speaking  of  all  kinds — all  those  special  rates,  as  would 
appear  here  for  the  purpose  sometimes  of  promoting  business; 
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it  is,  perhaps,  a  mistake  in  judgment,  but  there  has  been  a 
great  many  cases  where  special  rates  have  been  given  simply 
because  a  man  would  have  something  at  his  place  that  would 
not  move  to  market  at  the  regular  rate  ;  the  concession  was 
made  that  it  might  go  ;  I  have  known  cases  of  that  kind ;  that 
may  have  been  wrong  as  an  exercise  of  judgment  but  that 
was  the  motive.. 

Q.  In  some  cases?  A.  In  some  cases;  a  good  many  ;  yes, 
sir. 

By  Mr.  Depew  : 

Q.  Then  the  recoupment,  to  use  Mr.  Sterne's  favorite  word, 
comes,  if  I  understand  you,  from  the  economies  practised  by 
those  reductions  of  expenses  that  fall  upon  the  employees  of  the 
road  substantially  ?  A.  Yes,  and  other  savings  in  the  way  of 
ingenuity  *  and  watching  and  using  the  most  economical 
methods  of  doing  business  of  every  kind  and  description;  iu  a 
general  way,  between  1867  and  the  present  time — that  is, 
since,  we  will  say,  the  Vanderbilts  have  had  control  of  the  New 
York  Central — the  average  rate  of  freight  has  been  reduced 
one-half;  they  have  paid  moie  dividends  than  were  paid  by 
their  predecessors  ;  their  predecessors  got  double  the  rate  of 
freights  that  they  are  getting,  and  paid  smaller  dividends. 

By  Mr.  Sterne  : 

Q.  And  on  less  stock?  A.  Well,  that  don't  bear  on  the 
question;  I  was  speaking  of  dividends,  not  ly  rate,  but  amount  of 
money;  of  course,  the  amount  of  money  would  be  larger  if  the 
stock  was  larger ;  I  am  speaking  about  the  amounts  of  the 
dividends  they  have  paid,  and  that  that  is  due  to  a  very  gveat 
extent — my  own  impression  personally,  without  any  prejudice, 
because  I  am  free  to  say  that  my  relation  is  not  of  that  kind  that 
makes  any  special  prejudices  -I  look  on  this  thing  as  I  am  talk- 
ing about  it,  just  as  I  would  look  at  anything  else  brought  to 
my  mind  for  consideration,  and  it  is  clear  to  my  mind  that  all 
the  prosperity,  as  it  is  called,  of  the  New  York  Central  is  due 
to  the  ability  of  the  managers  ;  how  much  a  man  shall  scheme, 
whether  he  can  buy  10,000  tons  of  steel  rails  to  save  $25,  I 
don't  know,  but  it  is  that  kind  of  management  that  I  say 
clearly  has  made  the  prosperity  of  the  New  York  Central. 
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Q.  Do  you  mean  to  say  that  none  of  it  is  due  to  its  location, 
running  through  the  garden  spot  of  this  country?  A.  I  mean 
to  say  that,  of  course,  if  it  was  in  a  place  where  no  busi- 
ness was  to  be  done,  they  couldn't  do  it ;  I  don't  think  busi- 
ness could  be  done  if  the  business  was  not  there ;  there  are 
few  places  on  the  line  of  the  Central  Eoad  of  any  moment 
that  cannot  be  reached  by  some  other  road,  and  the  rest  is 
due  to  the  economy  that  they  put  in  operation ;  some 
of  those  economies  I  cannot  explain ;  I  can  explain  a  great 
many;  one,  for  illustration  :  there  was  something  said  here  a 
little  while  ago  about  the  small  holding  of  stock  in  the  Erie 
road— how  little  Directors  represented  what  may  be  called  the 
holding  of  stock  :  still  I  suppose  the  other  stockholders  clothed 
them  with  the  power  to  represent  them  which  I  think  removed 
it  from  all  criticism  ;  because  if  the  law  did  not  provide  that  a 
Director  should  be  a  stockholder  in  the  company  I  suppose 
nobody  could  see  any  reason  in  the  abstract  why  I  should  not 
send  John  Smith  to  represent  me,  even  though  he  was  not  the 
owner  of  the  stock  ;  he  would  represent  the  stock  just  as  well, 
but  in  the  New  York  Central  &  Hudson  River  the  condition  is 
just  the  reverse  ;  a  complaint  is  often  made  that  there  is  so 
much  ownership  of  stock  ;  now  when  Mr.  Corning — I  do  not 
wish  to  speak  disrespectfully  of  him — and  Mr.  Eichmond,  and 
men  of  that  kind  were  in  the  Central  road,  the  amount  of 
money  that  was  expended  incidental  to  keeping  themselves  in 
was  a  very  large  sum ;  there  is  some  inquiry  as  to  sleeping 
cars  and  things  of  that  kind  ;  leaving  those  out  of  the  question 
there  are  no  side  issues  of  any  kind  or  description  that  I  know 
of ;  there  is  nobody  that  I  know  of  connected'  with  the  New 
York  Central  Railroad  Company  that  has  now  or  ever  did 
have  any  interest  in  any  contract  for  work  done  on  the  road. 

Q.  You  mean  supplies  furnished?  A.  Supplies  ;  anything 
that  is  to  be  done  is  put  up  for  competition,  invariably,  and 
goes  to  the  one  that,  all  circumstances  considered,  responsi- 
bility, ability  to  perform,  and  everything  of  that  kind,  makes 
the  lowest  bid. 

"  Q.  You  think  that  is  a  special  advantage  to  the  New  York 
Central  Railroad  ?  A.  I  think  it  is  a  special  advantage  due  to 
the  people  who  manage  it ;  I  will  mention  one  other  thing 
about  that  management ;  the  managers  of  the  Central  Road 
manage  for  business  purposes ;  there  is.  very  little  emotional 
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feeling  about  them  with  regard  to  the  people  they  have  about 
them — very  little  ;  it  is  a  fact  I  might  as  well  speak  of ;  if 
these  people  were  not  permitted  to  have  the  benefit  of  what 
they  were  able  to  save  by  their  ability  and  power  in  that  re- 
spect, it  might  better  go  to  some  of  the  people  on  the  road  ; 
my  own  impression  is  that  the  public  have  fully  got  their 
share  ;  the  next  thing  will  be  those  who  work  for  the  company, 
and  if  they  were  limited  to  a  small  dividend,  or  they  couldn't 
divide  all  the  money  they  made,  or  any  of  that  condition  of 
things — that  they  wouldn't  earn  any  more  than  the  rate  they 
were  fixed  at,  they  could  simply  let  up  on  these  econo- 
mies; they  pay  me  a  certain  salary  ;  it  may  be  enough 
or  it' may  not;  I  don't  know  what  people  think  about  it;  but 
I  shouldn't  have  the  slightest  objection  to  seeing  it  doubled  ; 
but  letting  up  in  that  way — not  wasting  money — doing  nothing 
more  than  just  simply  letting  up  on  this  intense  pressure  of 
economy  would  very  soon  take  a  very  large  thing  off  the 
Central  Koad ;  now,  if  the  owners  of  the  property  by  their 
mangemeDt  do  not  have  the  advantage  of  that,  I  think  the 
next  ones  to  participate  would  be  the  ones  that  work  for  the 
road ;  I  should  like  to  have  a  very  considerable  addition  ;  I 
think  I  should  be  entitled  to  it  before  the  public  should  parti- 
cipate any  more  in  what  may  be  called  the  advantages  of  this 
thing  ;  I  am  not  prticularly  selfish  about  that,  but  it  is  a  sober 
conviction. 

By  Mr.  Depew  : 

Q.  Is  there  any  fair  comparison  to  be  made  between  the 
rates  of  fare  for  passengers  that  yields  a  profit  on  the  New 
York  Central  trains,  running  both  local  and  through,  with  a 
crowded  population,  and  a  local  road  like  the  Harlem  Railroad 
with  the  incidents  necessary  to  its  passenger  traffic  ?  A.  Is 
there  any  comparison  to  be  made? 

Q.  Any  fnir  comparison  to  be  made  ;  that  is,  can  any  fair 
rule  be  adopted  that  will  apply  to  the  two  conditions  ?  A. 
I  don't  think  the  circumstances  are  enough  similar  to  make 
any  general  rule  applicable  to  both,  by  any  means. 

Q.  In  other  words,  the  cost  of  the  carriage  would  be  in- 
finitely greater  on  the  one  than  on  the  other  on  account  of  the 
limited  number  of  persons  who  are  carried,  though  the  trains 
have  to  run  just  the  same  ?     A.  As  I  stated  before,  the  passen- 
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ger  traffic  particularly  can  be  under  some  circumstances  in- 
creased very  largely — not  quite  indefinitely,  but  still  very  large- 
ly, without  any  expense  whatever  where  you  are  running  fixed 
trains. 

By  Mr.  Sterne  : 

Q.  Can  you  in  this  connection  state  what  the  average  num- 
ber of  passengers  per  car  is  on  your  local  traffic  ?  A.  Well, 
sir,  that  I  am  not  able  to  state  ;  I  had  that  once  on  the  old 
Central  because  I  had  the  number  of  passengers  carried  on 
every  train  kept  and  ascertained  that,  but  it  has  not  been  kept 
for  a  number  of  years  ;  it  is  a  matter  of  observation ;  a  train 
doesn't  run  full ;  they  take  a  car  off,  and  when  a  train  runs  light 
they  abandon  the  train  ;  there  is  a  train  that  is  crowded — gets 
too  heavy — they  put  on  more  cars,  and  then  they  put  on  an  ad- 
ditional train";  I  say  it  is  a  matter  of  observation;  it  has 
been  a  matter  of  inquiry  in  the  Postoffice  Department  verj- 
largely;  a  great  many  roads  have  figured  a  good  deal  on 
it,  and  I  have  made  some  little  calculation ;  my  impression  is 
that  about  13  or  14  passengers  to  the  car  is  the  general -aver- 
age of  most  of  the  leading  roads ;  some  roads  in  peculiar  cir- 
cumstances, of  course  are  quite  different. 

By  Mr.  Depew  : 

Q.  Mr.  Sterne  asked  some  question  implying  that  the  New 
York  Central  would  necessarily  charge  all  it  could  get  under 
the  law  on  its  passenger  fare  ;  what  is  the  absolute  concession 
to  the  public  in  dollars  and  cents  to  each  passenger  on  the  fare 
between  New  York  and  Albany — between  what  the  road  is  al- 
lowed to  charge  by  law  and  the  rate  that  it  actually  charges  ? 
A.  Between  New  York  and  Albany  ? 

Q.  Yes,  sir  ? 

Mr.  Sterne — I  object  to  the  witness  stating  what  the  road  is 
allowed  to  charge  by  law. 

Mr.  Depew — I  will  introduce  the  syllabus  in  testimony  as 
the  basis  of  that  question  if  the  fact  is  disputed. 

The  Chairman — A  reference  is  as  good  as  the  whole  of  it. 

Mr.  Depew  cited  the  case  of  Johnson  vs.  The  Hudson  River 
Railroad  Co.,  49  N.  Y.,  455. 

Q.  T  repeat  my  question  :  what  concession  is  made  by  the 
128 
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New  York  Central  &  Hudson  River  Railroad  Co.  between  New 
York  and  Albany,  and  necessarily  between  New  York  and  all 
other  local  points  upon  its  line  between  the  fare  that  it  is  per- 
mitted to  charge  by  law,  and  the  fare  that  it  actually  charges  ? 
A.  I  am  not  able  to  answer  that  exactly  because  I  don't  know 
what  the  fares  are  they  are  charging. 

Q.  You  know  the  fare  from  New  York  to  Albany  ?  A.  That 
I  know  to  be  $3.10 ;  if  it  is  3  cents  a  mile,  the  distance 
is  always  counted  for  mail  service  14.4  miles — what  the  Govern- 
ment call  it  for  mail  service — that  would  be  $4.32. 

Q.  What  is  the  absolute  concession  ?  A.  It  would  be 
$1.22. 

Q.  $1.22  concession  to  each  passenger;  the  fare  to  Syracuse, 
$6.06,  for  300  miles ;  what  is  the  concession  to  each  citizen  of 
Syracuse  in  dollars  and  cents  ?  A.  I  suppose  it  would  be  just 
the  same. 

Q.  $1.22  ?  A.  Yes,  sir ;  I  want  to  say  one  thing  about 
the  fare  in  the  Central  Division,  there  is  no  limitation 
on  the  through  fares  on  the  Central  Division ;  the  lim- 
itation of  2  cents  a  mile  applies  only  to  local  fares ;  a 
man  coming  from  Buffalo  to  Albany,  there  is  nothing  in  the 
law 

By  Mr.  Stebne  : 

Q.  Does  the  law  call  that  a  through  point ?  A.  Yes;  on 
the  New  York  Central  it  is  a  terminus;  the  two  ter- 
mini, and  on  the  New  York  Central  Railroad  the  ques- 
tion always  was,  whether  a  man  coming  from  Syracuse  or  an 
intermediate  station  to  a  terminus  was  not  a  through  passen- 
ger ;  between  Buffalo  and  Albany,  or  between  Troy  and  Buf- 
falo, or  between  Troy  and  Suspension  Bridge,  or  between  Al- 
bany and  Suspension  Bridge,  the  Central  Railroad  could 
charge  $50  a  passenger,  if  it  could  get  it,  as  far  as  regards  the 
law  ;  that  is  well  understood,  I  believe. 

By  Mr.  Depew  : 

Q.  Now,  will  you  state  the  relative  advantage  or  disadvan- 
tage of  the  express  business  being  done  by  another  company, 
or  by  the  railroad  company  itself?    A.  Well,  I  can't  conceive 
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suck  a  thing  myself  as  the  railroad  company  doing  express 
business. 

Q.  As  a  railroad  company  ?  A.  The  railroad  company  doing 
express  business  ;  as  early  as  '56  or  '57,  the  idea  of  a  railroad 
company  doing  express  business  was  discussed  a  great  deal ; 
the  idea  got  quite  prevalent,  and,  I  think,  I  did  as  much  as 
most  any  other  person  to  break  up  that  idea ;  it  took  very  con- 
siderable shape  on  the  New  York  Central ;  it  seems  to  me 
that  the  thing  cannot  be  conceived  of — doing  what  is  called  the 
express  business  by  a  railroad  company. 

By  Mr.  Sterne  : 

Q.  In  France  they  do  the  express  business  by  the  railroad 
company  ?  A.  They  do  parcels  of  certain  kinds — parcel  de- 
livery, they  call  it. 

Q.  It  is  the  express  business  done  by  the  railways  them- 
selves? A,  Very  well,  that  may  be,  but  it  has  no  bearing  on 
my  proposition,  that  I  am  aware  of. 

Q.  And  the  same  way  in  England  ?  A.  I  know  it  is ; 
I  have  sent  packages  there  myself,  but  then  I  don't  see 
the  bearing  of  that  on  my  proposition ;  the  circumstances 
are  not  the  same. 

Q.  Tou  mean  in  this  country  ?  A.  Not  at  all  the  same,  and 
there  is  the  difference. 

Q.  Explain  the  difference  ?  A.  In  the  first  place,  the  dis- 
tance is  very  short — that  is  all  the  difference  ;  it  is  impossible 
to  conceive  of  a  package  starting  from  New  York  and  going  to 
San  Francisco,  being  changed  at  even  the  consolidated  lines  ; 
a  few  years  ago  there]  was  seventeen  lines  between  here  and 
Chicago,  and  now  it  is  reduced  to  two ;  but  even  with  the 
transfers  necessary  there,  the  delays  and  the  want  of  one  re- 
sponsibility all  the  way  through,  it  would  be  just  like  the  rail- 
roads undertaking  to  do  the  post  office  business,  instead  of  hav- 
ing it  done  by  the  United  States. 

Q.  From  London  to  Paris  there  are  four  changes?  A.  Very 
well,  they  may  work  it ;  I  am  only  expressing  what  my  opinion 
is ;  my  opinion  was  asked ;  while  a  man  may  state  some 
opinion,  he  don't  want  to  defend  it  particularly ;  you  are  en- 
titled to  yours  on  that  subject;  but  I  think  if  you  should  un- 
dertake to  do  it,  you  would  find  it  wouldn't   work ;   there   is 
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another  thing,  all  these  lateral  lines  at  every  point — you  go  up 
a  few  miles  into  the  country  by  stage — they  are  all  parts  of 
one  system  of  express  business ;  at  every  one  of  those  places 
there  would  be  a  change  of  responsibility. 

Q.  Don't  you  know  that  the  Baltimore  &  Ohio,  for  instance, 
have  giren  up  the  express  business  ?  A.  I  don't  know 
whether  they  have  or  not,  but  I  consider  it  as  impracticable 
as  it  would  be  for  the  New  York  Central  to  do  all  the  carting 
here  in  New  York ;  it  is  no  part  of  their  business,  and  I  think 
it  would  be  utterly  impossible. 

Q.  As  little  a  part  of  their  business  as  coal  mining  is  part  of 
the  business  of  a  railway?  A.  Well  coalmining  incidental  to 
their  own  supply  ;  I  don't  know  ;  but  the  Central  has  never 
miued  any  coal;  the  Central  used  to  do  a  large  manufacturing 
business  in  the  way  of  manufacturing  engines  and  cars  for  its 
own  use,  but  it  don't  do  that  now ;  it  buys  all  its  engines  and 
cars  ready  made ;  it  is  not  engaged  in  any  of  those  things ; 
there  is  another  thing  about  this  express  business — the  risk  is 
very  great ;  it  would  be  au  absurd  thing  it  seems  to  me  for  a 
railroad  company  to  be  transporting  three,  four  or  five  million 
dollars  of  bank  notes,  and  take  the  risk  of  having  it  all  gone  in 
that  way  ;  these  people  take  the  risk  and  charge  accordingly, 
and  there  is  in  the  case  of  the  express  companies — I  think  all 
of  these  express  companies — the  American  I  understand  it — 
individual  liability;  I  don't   know  whether  it   is  even  limited. 

By  Mr.  Depew  : 

Q.  Do  you  know  that  on  this  very  express  illustration  that 
Mr.  Sterne  raises  the  cost  of  the  expressage  between  London 
and  Paris,  300  miles  is  over  twice  as  much  as  it  is  between 
New  York  and  Chicago  a  thousand  miles  ?  A.  I  didn't  know 
that  was  the  case — I  knew  it  was  a  great  deal  higher;  then  I 
know  another  thing  that  is  worthy  of  mention  ;  and  that  is  that 
the  disposition  of  people  abroad  to  patronize  those  kind  of 
things  is  not  near  as  great  as  it  is  here  ;  it  is  the  exceptional 
thing — sending  by  express. 

Q.  In  attempting  to  get  at  the  cost  of  through  and  way 
freight  is  it  possible  to  divide  between  them  the  cost  and  ex- 
pense of  flagmen,  switchmen,  drawbridges,  taxes  and  all  that  ? 
A.  I  don't  know  of  an  item  that  enters  into  the  general  ex- 
pense for  transportation,  that  conld  be  assigned  to  either  one 
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or  the  other  separately,  unless  it  was  some  such  thing  as  the 
billing  ;  even  the  man  who  makes  the  bills,  mates  a  through 
bill  or  local ;  the  cost  of  the  way  bill,  for  instance,  might  be 
ascertained,  or  something  like  that ;  but  everything  else  would 
be  purely  a  matter  of  estimate ;  I  don't  think  it  is  any  more 
possible  than  it  would  be  to  estimate  the  cost  of  warming  this 
room,  as  distinguished  from  an  adjoining  room,  by  a  general 
furnace  furnishing  heat  to  all  the  rooms. 

By  Mr.  Stekne  : 

Q.  Do  you  remember  how  many  shares  of  stock  in  the  Mer- 
chants Despatch  the  New  York  Central  owns  ?  A.  No ;  I 
don't ;  the  New  York  Central  owns  more  stock  though  in  the 
Merchants  Despatch  Transportation  Company  than  would  be 
its  pro  rata  of  cars  if  the  Merchants  Despatch  Transporta- 
tion Company  was  a  co-operative  line  ;  the  more  commission 
the  Merchants  Despatch  charges,  the  better  it  is  for  the  New 
York  Central  Railway,  becase  they  participate  in  a  much  larger 
degree  than  they  contribute  ;  it  is  a  source  of  profit ;  the  line 
was  got  up  orginally  by  the  New  York  Central  with  that  in 
view  ;I  remember  very  well  that  Mr.  William  H.  Vanderbilt 
conceived  that  line  and  put  it  on  after  these  other  co-operative 
lines  run  as  an  element  of  strength  to  the  New  York  Cen- 
tral; where  this  excess  of  commissions,  if  they  are  ex- 
cessive, would  come  from  is  very  easy  to  explain ;  the 
New  York  Central  has  got  more  than  its  proportion ; 
the  Lake  Shore  road  has  got  just  about  its  proportion  of 
stock  ;  there  are  small  roads  west  over  which  these  Merchants 
Despatch  Transportation  cars  run  that  have  none  of  the  stock; 
they  are  losers  by  the  commission ;  that  is  scattered  out  over 
these  roads,  and  it  is  gained  by  the  New  York  Central ;  not 
gained  by  the  Lake  Shore,  because  it  owns  about  even. 

Q.  In  making  up  your  statement  of  reductions  that  have 
taken  place  since  '69,  you  did  not  divide  the  local  from  the 
through  traffic  ?     A.  Oh,  no,  sir. 

Q.  Therefore,  you  can't  tell  whether  or  not  these  reduc- 
tions are,  or  are  not  mainly  due  to  the  cutting  of  rates  on  your 
through  points  ?  A.  I  can't  tell  how  much  is  due  to  that ;  no, 
sir. 

Q.  Wasn't  that  "statement  made  up  on  the  whole  of  the 
through  traffic  instead  of  the  local  ?   A.  Well,  I  said  once  it  was 
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made  up  of  the  entire  traffic  of  the  road,  and  I  will  repeat  it — 
on  the  entire  traffic  through  and  local ;  it  is  the  product  per 
ton  per  mile  of  all  kinds  of  freight  of  every  kind  and  classifica- ' 
tion  moved  either  through  or  local. 

Q.  The  New  York  Central  Eailroad  Company  in  its  consoli- 
dation with  the  Hudson  Eiver  has  doubled  up  its  stock  prac- 
tically, hasn't  it — the  Hudson  River  doubled  up,  and  the  New 
York  Central  doubled  up  ?  A.  Well,  no,  sir ;  I  have  explained 
to  you  how  that  was. 

Q.  I  know  how  it  was ;  we  have  had  it  explained.  A.  The 
New  York  Central  didn't  double  its  stock  or  affect  its  stock ; 
it  couldn't ;  it  was  not  authorized  to  ;  the  Hudson  Eiver  never 
doubled  its  stock — it  was  not  authorized  to  ;  the  Consolidation 
Act  authorized  railroads  to  consolidate  and  form  a  new  com- 
pany; the  new  company  was  authorized  to  fix  its  capital 
stock ;  the  capital  stock  of  the  New  York  Central  &  Hudson 
Eiver  Company — the  new  company — -was  made  a  certain 
amount;  and  that  amount  was  about  twice  the  original 
capital  of  the  New  York  Central  &  Hudson  Eiver  Eailroad 
alone  ?  A.  It  was  very  nearly  double  the  amount  of  the  com- 
bination of  those  two  capitals. 

Q.  Now,  before  the  combination  the  Hudson  Eiver  didn't 
pay  any  8  per  cent,  dividend  on  its  stock,  did  it  ?  A.  I  was 
not  connected  with  the  Hudson  Eiver,  but  my  impression  was 
that  it  did — paid  more  than  that. 

Q.  Paid  for  two  years,  I  think,  10  per  cent  ?  A.  I  don't ; 
it  is  a  matter  of  record. 

Q.  The  New  York  Central  paid  about  8  ?  A.  No,  sir ;  the 
New  York  Central  road  paid  6  for  a  good  many  years ;  the 
New  York  Central  or  its  stock  paid  8  per  cent,  for  one  or  two 
years  after  its  consolidation,  it  then  went  down  to  6  per  cent., 
and  paid  6  per  cent,  until  the  year  when  the  Vanderbilts  came 
in. 

Q.  Then  it  paid  8  per  cent,  continuously  on  double  its  former 
stock?     A.  No,  sir  ;  it  didn't  that  year. 

Q.  But  after  that  ?     A.  Yes,  sir. 

Q.  8  per  cent,  continuously  on  double  that  sum,  therefore 
that  is  substantially  16  per  cent,  upon  the  same  property  that 
originally  paid  6  per  cent,  and  8  per  cent.  ?  A.  You  mean 
that  if  the  present  amount  of  money  paid  in  dividends  was  dis- 
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tributed  over  the  volume  of  stock  which  existed  just  at  the  in- 
stant of  consolidation,  it  would  amount  to  16  por  cent.  ? 

Q.  Yes.     A.  Yery  nearly. 

Q.  And  therefore  these  great  economies  that  you  speak  of 
enable  this  corporation  to  carry  on  their  business  ?  A.  Partly 
so ;  yes,  sir. 

Q.  Don't  you  attribute  a  good  deal  of  the  prosperity  of  the 
New  York  Central  Railway  to  its  superior  gradient,  to  the 
amount  of  traffic  that  is  given  to  it  by  New  York  City  and  to 
the  general  growth  and  prosperity  of  the  State  of  New  York  as 
well  as  the  great  intelligence  of  the  management  ?  A.  I  do  a 
very  great  deal,  and  yet  a  very  large  part  of  that  very  growth 
is  due  to  the  way  the  road  has  done  its  business ;  it  is  re- 
ciprocal— it  is  mutual — it  is  action  and  reaction ;  about  the 
City  of  New  York  giving  its  business — I  don't  want  to  say 
anything  disrespectful  about  the  City  of  New  York,  but  the 
City  of  New  York  gives  no  business  to  the  New  York  Central 
Eailroad  that  the  New  York  Central  does  not  offer  some  in- 
ducement to  the  City  of  New  York  to  give  ;  there  is  no  man  in 
New  York,  no  matter  what  his  relation  is  here,  that  would 
have  a  barrel  of  flour  go  over  the  New  York  Central  if  he 
could  get  it  carried  on  equally  good  terms  by  the  Pennsyl- 
vania ;  I  know  men  that  are  stockholders  in  the  New  York 
Central  that  when  the  time  comes  that  they  are  shipping,  if 
the  rates  are  better,  it  goes  that  way. 

Q.  That  shows  an  entire  absence  of  sentimentality  in  busi- 
ness relations  between  the  New  York  Central  Railway  and  the 
people  who  deal  with  it  ?     A.  Very  great. 

Adjourned  to  meet  at  Saratoga  at  the  call  of  the  Chairman. 
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Rochester,  N.  Y.,rAugust  16,  1879. 

The  Special  Assembly  Committee  on  Railroads  met  at  the 
Court  House  at  10  o'clock  A.  M.,  and  was  called  to  order  by  the 
Chairman. 

Present :  Messrs.- Hepbuen,  Dctguid,  Baker,  Low  and  Wads- 
worth. 

appearances. 

John  H.  Martindale,  Esq.,  for  the  Chamber  of  Commerce 
and  the  Board  of  Trade  and  Transportation  of  the  City  of 
New  York,  and  also  for  the  State  Millers'  Association. 

Vm.  T>.  Shipman,  Esq.,  for  New  York,  Lake  Erie  &  Western 
Railway. 

A,  P.  Laning,  Esq.,  for  the  New  York  Central  Railroad 
Company. 

James  A.  Hindu,  being  duly  sworn,  testified  as  follows  : 

By  Mr.  Martindale  : 

Q.  Are  you  engaged  in  the  business  of  milling  iu  Rochester  ? 
A.  Yes,  sir. 

Q.  How  long  have  you  been  thus  engaged  here  ?  A.  Since 
October  1st,  1867. 

Q.   What  mill  have  you?     A.  "Washington  Mills? 

Q.  How  many  flour  mills  are  there  in  the  City  of  Rochester  ? 
A.  I  think  eighteen. 

Q.  What  is  the  aggregate  capacity  of  these  mills ;  how 
many  barrels  per  annum  ?  A.  What  would  .be  their  utmost 
capacity,  do  you  mean  ? 

Q.  Yes.  A.  Erom  six  to  seven  hundred  thousand  barrels 
yearly,  on  the  basis  of  running  full  time. 

Q.  You  may  state  what  has  been  generally  the  operation  of 
these  mills  from  the  time  to  which  you  refer  in  1867  down  to 
the  present;  I  want  no  specific  detail,  but  in  general  terms  how 
the  business  has  been  from  year  to  year ;  during  what  period 
there  was  a  period  of  prosperity,  and  then  I  will  go  into  the 
cause  of  it ;  and  if  there  has  been  depression  and  loss  I  will 
seek  to  find  out  the  cause  of  thai  ?  A-  Milling  W  this  town 
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was  profitable,  continuously  from  the  date  of  ray  eommence- 
ment  here  until  a  year  and  a  half  or  two  years  ago. 

Q.  What  has  been  the  condition  of  it  during  the  year  and 
a  half  or  two  years'?     A.  Unfavorable,  very. 

Q.  Where  has  the  stock  of  wheat  during  this  time  been 
procured  that  has  been  used  in  the  mills  here?  A.  Partly 
from  this  State  and  partly  from  the  western  States  ? 

Q.  Where  has  been  the  market  for  the  productions  of  the 
mills  here  ?  A.  Eastward ;  on  the  Erie  road ;  originally  in 
Pennsylvania  and  New  Jersey,  on  the  Erie  road ;  all  the 
way  from  here  down  on  the  Central  road  Xo  New  York,  and 
into  New  England. 

By  Mr.  Shipm&n  : 

Q.  On  the  Erie  road  your  markets  have  been  east  of  here 
along  on  the  roadiin  Pennsylvania,  New  Jersey  and  New  York, 
I  suppose  ?     A.  Yes,  sir. 

By  Mr.  Maktindale  : 

Q.  I  desire 'to  know  whether  shipments  were  made  by  you 
to  depots  established  by  the  mills,  or  whether  you  did  a  busi- 
ness like  a  jobbing  business,  making  the  delivery  of  your  flour 
here  on  orders  sent  to  you?  A.  Our  trade  has  been  almost 
exchrsively  what  we  call  a  jobbing  trade — order  trade — receiv- 
ing orders  direct  from  dealers. 

Q.  And  making  deliveries  where  ?  A.  Delivering  here  on 
the  cars  or  at  the  station — at  the  destination,  according  to 
contract. 

Q.  What,  during  this  time  when  you  say  the  business  was 
prosperous,  down  to  within  a  year  and  a  half  or  two  years,  was 
the  production  of  flour  here  ;  how  near  did  they  run  to  their 
full  capacity  ?  A.  It  would  be  merely  an  estimate  ;  I  of  course 
have  no  figures  ;  we  were  running  piratically  full  time. 

Q.  You  are  President  of  the  Association  of  Millers,  are  you 
not,  or  a  member  of  that  Association,  holding  office  in  it?  A. 
I  am  Secretary  and  Treasurer  of  the  New  York  State  Millers 
Association,  but  that  has  had  nothing  to  do  with  the  milling  of 
this  city. 

Q.  What  during  this  time,  when  you  say  the  business  was 
prosperous,  down  to  within  a  year  and  a  half  or  two  years,  was 
the  production   of  flour  liere  ;  how-  near  did  they  run  tq  their 
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full  capacity ;  during  the  last  two  years  how  has  the  fact  been? 
A.  We  have  been  gradually  running  less  so  that  we  are  not 
running  on  an  average,  I  don't  think,  the  mills  together,  are 
making  one  third  time  as  a  whole,  some  are  idle,  while  others 
are  running  more  than  that. 

Q.  What  has  been  the  advantage  or  disadvantage  in  this 
operation  of  the  mills,  whether  they  run  at  a  profit  or  other- 
wise ?     A.  At  the  present  time. 

Q.  Yes  ?  A.  For  the  last  two  years  they  have  been  losing 
money  evidently,  beyond  a  doubt. 

Q.  Are  you  able  to  state  the  cause  of  this  diminution  in  the 
work  done  and  in  the  profit?  A.  We  attribute  it  to  unfavor- 
able freight  rates. 

Q.  State  in  some  detail  how  the  freight  rates  operate  to 
produce  this  result  ?  A.  During  the  close  of  navigation  or  from 
about  January  freight  rates  from  the  west  eastward  began  to 
be  reduced  while  ours  wereJield  strong,  some  of  the  mills  of  the 
city,  my  own  with  the  rest,  depend  principally  upon  western 
wheat;  the  mills  use  principally  western  wheat — spring 
wheat ;  the  rates  for  February,  I  think,  and  March  and  April, 
and  up  to  the  opening  of  the  canal,  pretty  nearly,  were  more 
from  Milwaukee  here  than  they  were  from  Milwaukee  to  New 
York  ;  that  is,  of  course,  I  did  not  pay  any  New  York  freights, 
but  I  have  every  evidence  to  believe  that  is  true. 

Q.  That  is  the  reported  freights  ?  A.  That  is  the  reported 
freights,  and  reported  in  a  great  number  of  ways  ;  then  we  had 
to  pay  in  addition  to  that  from  35  cents  to  30  cents  and  down- 
wards from  here  to  New  York,  making  a  very  large  discrimina- 
tion against  us  per  car  or  per  barrel. 

Q.  How  did  this  operate  on  your  jobbing  trade  ?  A.  It  lost 
us  our  trade ;  we  could  not  compete  ;  they  would  under  bid  us 
50c.  a  barrel,  sometimes  more  than  that,  and  of  course  our 
trade  went  west,  or  went  away  from  us ;  I  assume  it  went 
west. 

'  Q.  Is  there  any  other  cause  which,  as  a  practical  miller,  you 
can  suggest  to  which  to  attribute  this  ?  A.  I  cannot ;  our  lo- 
cation is  favorable,  and  the  trade  with  whom  we  deal  prefer  to 
deal  nearer  home,  at  least  they  say  so,  and  if  they  could  deal 
as  well  with  us,  buy  as  cheap  of  us,  they  would  give  us  the 
preference  as  a  rule  ;  I  know  of  no  reason  in  the  world  save 
the  discrimination  in  freight  why  we  should  not  be  running 
now  as  we  ever  did. 
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Q.  You  may  state  some  of  the  rates  of  the  freights  which 
you  have  been  compelled  to  pay,  both  on  the  wheat  which  you 
have  received  and  on  the  manufactured  articles  which  have 
been  sent  away  to  various  points  ?  A.  (Referring  to  memoran- 
dum.) April  16th  I  paid  21c.  a  hundred. 

Q.  What  year?  A.  This  year,  1879  ;  I  paid  21c.  a  hundred 
for  wheat  from  Milwaukee  to  Rochester  ;  and  about  the  same 
time — I  am  notso  positive  about  dates — 30c.  or  35c.  for  freights 
from  here  on  to  New  York. 

Q.  At  that  time  what  was  the  reported  rate  of  freight  on 
flour  from  Milwaukee  to  New  York?  A.  (Eeferring to  paper.) 
April  12th,  McLaren  reported  flour  from  Milwaukee  to  New 
York,  all  rail,  24c. 

Q.  What  would  be  the  difference  of  a  barrel  of  flour  laid 
down  in  New  York  from  Milwaukee  and  from  Rochester  in 
freight?  A.  I  have  it  figured  up  here  on  a  car  about  the  same 
rate ;  I  can  give  you  the  figures  on  that  easier  than  I  could 
give  them  on  a  barrel  of  flour. 

Q.  Put  it  on  a  barrel  of  flour  ?  A.  You  would  call  a  barrel 
of  flour  200  pounds ;  I  guess  I  can  figure  that  out. 

By  Mr.  Shipman  : 

Q.  You  said  21c.  ?     A.  Per  hundred. 

Q.  That  was  per  hundred  pounds  ?     A.  Yes,  sir. 

Q.  For  wheat  ?     A.  For  wheat ;  yes,  sir. 

Mr.  Laning — Get  the  rate  on  the  same  article  and  we  can 
make  a  comparison. 

The  Witness — I  will  assume  that  the  freights  were  30c.  on 
flour  from  here  to  New  York  at  that  time  ;  that  would  make  it 
72c,  milling  and  transit ;  200  pounds  of  wheat  brought  from 
Milwaukee  here  would  be  42c. ;  200  pounds  of  wheat  taken  from 
here  to  New  York  would  be  30c,  making  72c,  as  against  36c 
from  Milwaukee  to  New  York. 

By  Mr.  Martindale  : 

Q.  The  difference  then  would  be  36c.  on  a  barrel,  wouldn't 
it  ?     A.  Yes,  sir. 

The  Chaikman — You  may  also  give  your  figures  on  a  car 
load,  if  you  like. 

Mr.  Shipman— This  is  just  as  good. 

The  Witness— I  have  the  figures  here  if  you  wish  them. 
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The  Chairman — That  would  be  more  easily  comprehended 
by  the  public  generally. 

The  Witness — These  are  figures  that  I  made  about  March 
2  2d. 

The  Chairman — What  did  you  put  it  on  200  pounds  from 
here? 

The  Witness — On  a  barrel  of  flour  196  pounds,  I  put  it  30c. 
a  barrel. 

Mr.  Shipman. — 21  cents  for  100  pounds  would  be  forty-two. 

The  Witness. — These  gentlemen  did  not  get  my  meaning,  I 
think  ;  my  meaning  is  I  had  to  pay  21  cents  a  hundred  pounds 
from  Milwaukee  here,  and  two  hundred  pounds  is  equal  to  the 
weight  of  a  barrel,  that  is  42  cents ;  then  a  barrel  sent  ou  to 
New  York  would  be  36  cents. 

By  Mr.  Martindale  : 

Q.  Making  72  cents  on  a  barrel  of  flour,  as  against  36  cents 
from  Milwaukee  ?     A.  Yes,  sir. 

Q.  And  making  a  difference  in  favor  of  the  milwaukee  mill- 
er of  36  cents  on  a  barrel?     A.  Yes,  sir. 

By  Mr.  Shipman  : 

Q.  When  you  say  from  Milwaukee  to  New  York  36  cents, 
3'ou  mean  that  is  on  a  barrel  of  flour  ?  A.  Yes,  sir  ;  the  flour 
is  reported  so  by  Mr.  McLaren. 

By  Mr.  Martindale  : 

Q.  This  applies  to  millers  who  are  getting  their  supply  of 
spring  wheat  to  grind  at  the  Mills  here  ?    A.  Yes,  sir. 

Q.  From  the  west  ?     A.  Yes,  sir. 

Q.  I  may  as  well  ask  here,  whether  in  this  date  and  in  this 
rogion  the  wheat  produced  is  winter  or  spring  wheat?  A.  It 
is  winter  wheat  generally  ;  some  spring  wheat — very  little. 

Q.  Now,  you  can  proceed  with  your  car  load  ?  A.  I  stated 
here  (referring  to  a  pamphlet) : 

March  22d,  1879. 
Present  open  rate,  all   rail,   Milwaukee   to 

Rochester,  per  one  hundred  pounds ....  23  cents 
Present  open  rate,  all  rail,  Rochester  to  New 

York,  per  one  hundred  pounds 15  cents 

Making  38  cents 
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Present   open   rate,   all   rail,  Milwaukee  to 

New  York,  per  one  hundred  pounds,' say  20  cents 


Discrimination  against  Rochester  milling  in 

transit,  per  one  hundred  pounds 18  cents 

For  example ; 

A  car  of  wheat  of  twenty-four  thousand 
pounds,  Milwaukee  to  Eochester,  at  28 
cents  per  one  hundred  pounds   $55  20 

A  car  of  wheat  or  flour,  same  weight,  Koch- 
ester  to  New  York,  15  cents  per  one  hun- 
dred pounds 36  00 

Making $91  20 

Milwaukee  to  New  York,  at  20  cents  per  one 

hundred  pounds $48  00 

Discrimination  against  Eochester,  on  a  single 
car  bought  in  Milwaukee  and  milled  in 
transit $43  20 

Q.  You  say  that  the  operations  of  the  mills  now  are  at 
a  loss?  A.  At  this  present  moment  I  do  not  particularly 
speak ;  they  are  not  doing  any  large  amount ;  they  are  not 
making   any   large  amount  at  least. 

Q.  You  are  living  on  something  else  ?  A.  Our  discrimina- 
tion just  at  present  with  the  open  navigation  isn't  so  bad,  cer- 
certainly,  but  I  was  mentioning  with  reference  to  a  closed  nav- 
igation more  particularly. 

Q.  For  the  whole  year  ?  A.  For  the  whole  year ;  there  is 
no  money  made  this  year,  I  think,  so  far. 

Q.  About  how  many  run  of  stone  are  there,  in  these  mills — 
the  eighteen  mills  of  Eochester  ?  A.  I  think  between  ninety 
and  one  hundred. 

By  the  Chairman  : 

Q.  Eighteen  mills  now  in  operation  ?  A.  No  ;  I  think  there 
is  only  two  standing  ;  I  think  there  are  eighteen  mills  in  town  : 
one  of  them  was  shut  down  very  lately,  and  one  of  them   has 
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been  shut  down  four  or  five   months ;  I   think   tbe  rest   are 
open. 

Q.  Was  there  ever  at  any  time  any  more  in  number  ?  A. 
Eeally,  I  don't  know ;  I  don't  know  how  it  was  in  older  times. 

By  Mr.  Shipman  : 

Q.  How  has  most  of  your  flour  been  shipped  from  here  to 
New  York,  by  canal  or  by  railroad  ?  A.  I  don't  think  I  ever 
shipped  a  barrel — I  don't  know  but  I  have — nothing  worth 
mentioning  at  all,  by  canal. 

Q.  Why  don't  you  ship  by  canal  when  the  canal  is  open? 
A.  Because  our  trade  won't  permit,  as  a  rule,  we  ship  in 
such  small  quantities. 

Q.  I  mean  that  going  to  New  York  and  New  England ;  or 
going  on  the  line  of  the  canal,  of  course  ?  A.  For  the  last 
two  years  there  has  not  been  one  order  in  fifteen  that 
would  average  100  barrels ;  canal  boating  has  become 
through  business,  and  they  are  loaded  when  they  get 
here,  and  I  don't  know  how  it  might  be  done,  but  it  has  never 
been  a  success  any  way  to  get  them  to  take  way  freight. 

Q.  Don't  you  have  canal  boats  that  have  their  headquarters 
at  Rochester,  and  ship  from  here;  regular  boats?  A..  Not 
that  I  know  of. 

Q.  Regular  boats  ?     A.  Not  that  I  know  of. 

Q.  Do  all  the  boats  that  go  from  Rochester  to  Albany  and 
New  York,  go  from  west  of  Rochester?  A.  I  have  no 
knowledge  of  aDy  boats  going  from  here  at  all;  there  may 
be  boats  owned  here,  but,  as  I  understand  it,  they  are  all 
loaded  in  Buffalo  through,  or  they  are  loaded  to  some 
destination  below  here ;  we  buy  our  wheat  and  fetch  it  here  by 
canal,  but  to  put  on  way  freight  we  never  have. 

Q.  You  have  your  wheat  brought  from  Buffalo  here  ?  A. 
Generally  by  canal. 

Q.  What  rate  do  you  pay  the  canal?  A.  I  think  it  has 
been  as  low  as  1J  cents  ;  I  don't  know  but  1 1  and  up  to  2| 
this  year. 

By  the  Chairman  ; 

Q.  From  what  points  ?     A.  From  Buffalo  here,  on  a  bushel. 

Q.  What  would  it  be  from  Milwaukee  here,  if  you  make 
such  rates  ;  by  water  and  canal?  A.  Do  you  mean  including 
lake  rates',? 


1126 

Q.  Yes.  A.  I  think  2|  is  the  lowest ;  I  have  had  rates  from  Mil- 
waukee to  Buffalo ;  then  I  believe  there  is  §  of  a  cent  expenses 
in  transferring  as  a  rule ;  and  then  from  there  here,  it  has  been 
1|  cents  to  2£ ;  freights  are  higher  now  by  lake  than  that, 
and  I  think  they  are  up  to  4J  or  5  cents. 

By  Mr.  Bakek  : 

Q.  Does  that  include  the  elevator  charges  ?  A.  The  g  I 
think  includes  the  transfer  in  Buffalo. 

By  Mr.  Shipman  : 

Q.  If  I  understand  you,  your  complaint  against  the  railroads 
is  in  regard  to  the  rate  of  freight  from  about  the  1st  of  Janu- 
ary to  the  opening  of  the  canal  ?  A.  That  is  the  principal 
time,  yes. 

Q.  The  rest  of  the  time  you  have  no  difficulty  ?  A.  Not  as 
much,  certainly  not. 

Q.  Is  there  any  difficulty  in  loading  canal  boats  here  for 
New  York  with  a  cargo  of  flour,  except  from  the  fact  that  you 
do  not  happen  to  have  any  lines  here  that  do  tnat  thing  ?  A. 
It  is  not  impossible,  certainly  not. 

Q.  These  rail  rates  that  you  have  spoken  of,  were  they  the 
same  over  the  Erie  and  over  the  New  York  Central  ?  A. 
From  Milwaukee  here  ? 

Q.  From  Milwaukee  here  ;  I  suppose  jou  got  all  your  freight, 
didn't  you,  by  the  Central  ?     A.  Not  always. 

Q.  That  that  came  over  the  Erie  came  at  the  same  rate,  I 
suppose  ?     A.  They  were  calculated  to  be  the  same  thing. 

Q.  Do  you  know  who  makes  the  rates  west  of  Buffalo?  A. 
I  do  not. 

Q.  Then  when  you  order  a  lot  of  wheat  at  Milwaukee  to  be 
sent  to  Kochester,  your  way  bill  has  the  freight  on  it  first 
from  Milwaukee  to  Buffalo  and  from  Buffalo  here  ;  or  does  it 
have  it  all  in  one  mass ;  have  you  got  one  of  your  freight  bills 
there  ?  A.  I  have  got  a  bill  of  lading  here  (produces  a  paper) ; 
this  is  from  Milwaukee  to  Rochester. 

Q.  Give  us  the  date  of  that  bill  ?     A.  April  16,  1879. 

Q.  What  is  the  rate  of  freight  there  ?  A.  "  The  rate  of 
transportation  of  said  packages  from  Milwaukee  to  New  York 
shall  not  exceed  21  cents  per  100  pounds." 

Q,  Was  it  21  cents ;  is  that  what  you  paM  ?    A.  Yes,  sir, 
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Q.  Was  that  over  the  Central  or  Erie  ?  A.  Over  the  Erie 
&  North  Shore  Despatch. 

Q.  What  proportion  of  that  21  cents  went  to  the  Erie  road  ? 
A.  I  don't  know. 

Q.  You  don't  know  ?     A.  I  heard,  but  I  don't  know. 

Q.  Your  idea,  I  suppose,  is  that  the  rates  between  Milwau- 
kee and  New  York  should  be  put  up  ?     A.  How  is  that? 

Q.  Your  idea  is,  that  the  rates  between  Milwaukee  and  New 
York  should  be  raised  ?     A.  Yes,  sir. 

Q.  To  correspond  with  the  combined  rates  from  Milwaukee 
to  Eochester  and  from  Kochester  to  New  York  ?  A.  Yes,  sir ; 
or  ours  put  down  to  correspond. 

Q.  Do  you  know  what  would  be  the  effect  of  either  of  those 
things — either  putting  up  the  through  rate  from  Milwaukee  to 
New  York  to  equal  the  combined  rates  now  from  Milwaukee  to 
Eochester  and  from  Eochester  to  New  York,  or,  on  the  other 
hand,  of  putting  down  the  local  rates,  so  as  to  make  the 
through  rate  from  Milwaukee  correspond  to  the  combined 
rates  from  Milwaukee  to  Eochester  and  Eochester  to  New 
York  ;  do  you  know  what  the  effect  would  be  ?  A.I  am  very 
well  satisfied,  if  they  would  give  me  pro  rata  rates,  the  effect 
would  be  good  on  me. 

Q.  Do  you  know  what  the  effect  would  be  on  the  railroads? 
A.  I  am  not  studying  that  so  much. 

Q.  Do  you  know  what  the  effect  would  be  on  the  through 
transportation  generally  ?  A.  I  have  an  opinion,  but  what  is 
the  use  of  my  giving  it. 

Q.  I  didn't  know  but  you  had  gone  into  some  calculation  on 
that  subject?     A.  No. 

Q.  Suppose,  now,  that  the  rates  were  put  down  from  Mil- 
waukee to  Eochester ;  you  could  buy  your  wheat,  then,  cheaper 
at  Milwaukee  ;  that  is,  it  would  cost  you  less  here  than  to  buy 
your  wheat  here,  wouldn't  it  ?  A  I  cannot  buy  the  wheat  I 
use  here  ;  that  is,  not  in  this  City. 

Q.  There  is  a  large  amount  of  wheat  bought  here,  isn't 
there  ?     A.  Yes,  but  it  is  winter  wheat. 

Q.  I  agree  to  that ;  I  am  talking  now  about  winter  wheat  ? 
A.  Please  state  your  supposition  again  ? 

Q.  If  the  rate  is  put  down  it  would  necessarily  reduce  the 
price  of  the  wheat  raised  here  ?     A.  If  it  was  put  down  from 
the  west  here  ? 
2 
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Q.  From  Milwaukee  to  Eochester  ?  A.  Beduce  our  wheat 
here? 

Q.  Yes.     A.  I  don't  know  as  it  would. 

Q.  You  would  not  buy  your  wheat  here  and  pay  the  same 
price  you  are  paying  now,  when  you  could  buy  it  cheaper  in 
Milwaukee,  and  have  it  transported  to  Eochester,  would  you  ? 
A.  I  don't  know  about  that ;  it  depends  upon  the  quality. 

Q.  Would  not  the  inevitable  result  of  reducing  the  rate 
from  Milwaukee  here  to  Eochester,  and  then  reducing  the  rate 
from  here  to  New  York,  be  to  reduce  the  price  of  the  wheat 
which  the  farmers  raise  in  this  vicinity  ?  A.  It  might  not ;  it 
might  go  up  in  Milwaukee. 

By  Me.  Laning  : 

Q.  There  is  a  regular  market  price  for  wheat  I  suppose  daily 
in  Milwaukee  ?     A.  Yes,  sir. 

Q.  Every  day  in  the  year  ?     A.  Every  business  day. 

A.  Of  the  different  grades  of  wheat  ?     A.  Yes,  sir. 

Q.  Winter  and  spring  wheat,  and  the  different  grades  of 
each  ?  A.  I  know  nothing  about  winter  wheat  quotations  in 
Milwaukee. 

Q.  Don't  raise  any  winter  wheat  in  Wisconsin  ?  A.  I 
presume  they  do  some,  but  I  don't  remember  of  its  being 
quoted ;  I  guess  it  is  not  a  quotable  grade. 

Q.  Don't  you  get  any  winter  wheat  from  the  west  ?  A.  I 
do  not ;  no,  sir. 

Q.  Don't  they  in  the  market  ?  A.  From  the  west ;  but  not 
from  Milwaukee ;  there  has  been  winter  wheat  brought  from 
Milwaukee,  but  not  as  a  rule. 

Q.  Don't  they  at  Chicago  ?     A.  They  do  more  in  Chicago. 

Q.  They  have  a  regular  market  price  of  wheat  and  the  dif- 
ferent grades,  both  winter  and  spring,  don't  they,  at  Chicago  ? 
A.  I  think  they  do. 

Q.  Every  business  day?     A.  I  think  so. 

Q.  You  know  what  you  can  buy  either  grade  for ;  haven't 
they  also  a  regular  market  price  of  the  different  grades  of 
wheat,  both  winter  and  spring  at  Buffalo  ?  A.  Yes,  sir,  as  a 
rule. 

Q.  By  the  reports  of  the  Board  of  Trade  you  can  see  every 
day  what  the  market  is,  can't  you  ?  A.  Yes,  when  they  are 
reported. 
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Q.  Haven't  they  also  a  regular  market  price  of  the  different 
grades  of  wheat  in  New  York  City  ?     A.  Yes,  sir. 

Q.  Every  day?     Q.  Yes,  sir. 

Q.  How  does  the  price  in  the  market  at  Buffalo  correspond 
with  that  at  Milwaukee,  the  same  date  ?  A.  I  have  known  Buf- 
falo to  be  almost  as  low  as  Milwaukee,  and  I  have  known  it  to 
be  five  or  six  cents  higher  ;  that  is,  I  mean  to  say,  I  have 
known  Buffalo  to  be  down  to  Milwaukee,  adding  freights,  and 
sometimes  even  less  than  that ;  then  I  have  known  of  there 
being  a  margin  of  five  or  six  cents  in  Buffalo  above. 

Q.  But,  as  a  rule,  isn't  it  just  the  difference  between 
freights?  A.  No,  not  as  a  rule  ;  it  is  not  "  just  "  the  differ- 
ence. 

Q.  Substantially  the  difference  ?     A.  They  figure  close. 

Q.  Substantially  it  is  the  freight  added  ?  ?  A.  Substantially 
it  would  be,  I  think,  a  cent  or  two  added  to  the  cost  laid 
down  in  Buffalo. 

Q.  How  does  it  compare  with  New  York  ?  A.  I  suppose 
the  same  situation,  as  a  rule. 

Q.  The  difficulty,  then,  seems  to  be  that  you  cannot  buy 
wheat  here  at  the  market  price,  isn't  it ;  what  is  the  trouble  ? 
A.  Well,  I  don't  know. 

Q.  Is  there  any  market  price  for  wheat  in  Rochester  ?  A. 
Generally. 

Q.  What  is  the  market  price  for  wheat  in  Rochester,  as 
compared  with  Buffalo  or  Milwaukee  or  New  York  ?  A.  It  is 
generally  higher  than  Buffalo. 

Q.  What  constitutes  the  difference  ?     A.  The  cost. 

Q.  The  freight?     A.  Yes  ;  the  cost. 

Q.  Anything  more  ?     A.  That  depends  upon  circumstances. 

Q.  As  a  general  rule  ?     A.  As  a  rule. 

Q.  It  is  the  difference  in  freight?  A.  The  difference  in 
freight  and  a  margin  to  the  dealer. 

Q.  For  handling?     A.  For  handling. 

Q.  Is  there  any  difficulty  in  your  buying  wheat  here  at  the 
market  rates  ?  A.  There  is  great  difficulty  in  buying  wheat 
here  for  my  purposes. 

Q.  What  is  the  difference  between  a  barrel  of  spring  wheat, 
say  of  the  first  grade,  and  a  barrel  of  winter  wheat — flour?  A. 
The  highest  grades  of  the  two  ? 

Q.  Yes.  A.  One  dollar  and  a  quarter  to  one  dollar  and  a 
half. 
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Q.  Where  is  this  winter  wheat  generally  consumed?  A. 
One  moment,  please ;  when  I  say  $1.25  to  $1.50, 1  am  speaking 
of  what  we  call  a  "  straight"  winter  and  a  "  patent  "  spring ; 
the  spring  being  the  highest. 

Q.  The  spring  wheat  is  higher  than  winter  ?  A.  The  spring 
wheat  flour ;  the  patent  flour  is  higher  than  winter  wheat 
straight  flour. 

Q.  Where  is  this  winter  wheat  flour  generally  consumed? 
A.  In  this  country  and  in  Europe. 

Q.  Where  is  the  spring  wheat  flour  generally  consumed? 
A.  The  same  place. 

Q.  So  that  the  different  grades  find  the  same  common 
market,  for  different  classes  of  customers  in  the  same  market ; 
is  that  it  ?  A.  Yes,  that  is  the  rule  ;  there  are  exceptions  to 
all  these  things. 

Q.  The  effect  of  putting  wheat  down  here  cheaper  than  it 
now  is  from  Milwaukee,  then  of  necessity  is  to  reduce  the  price 
of  wheat  which  the  farmer  would  receive  in  the  market  here, 
isn't  it  ?  A.  I  don't  take  that  view  of  it ;  if  you  will  allow  me 
to  explain  myself  I  will  tell  you  just  what  I  think  on  that 
question ;  our  market  is  not  the  head  of  the  market ;  and  if 
freights  are  reduced  to  this  market  it  may  have  no  effect  on 
the  Milwaukee  market,  and  it  may  have  if  it  is  reduced  to 
some  other  market ;  it  is  a  big  thing  to  talk  about  and  giving 
my  opinion  about  that  here  on  the  stand  is  simply  foolish,  be- 
cause it  is  too  big. 

Q.  You  cannot  comprehend  it  ?  A.  It  is  too  big  for  any 
one  man  to  measure  and  talk  about  in  a  single,  simple  way, 
and  I  doubt  very  much  whether  any  man  can  comprehend  it 
thoroughly. 

Q.  What  I  want  to  know  is,  if  you  reduce  the  price  of 
freights  on  wheat  from  here  to  Milwaukee  (assuming  it  to  be 
30  cents)  to  15  cents,  does  not  that,  of  necessity,  affect  the 
market  price  of  wheat  that  is  raised  by  the  farmers  in  this 
vicinity  ?     A.  A  good  deal  of  the  time  not  a  cent. 

Q.  Why  not  ?  A.  Simply,  because  they  sell  their  wheat  on 
another  market — New  York  market,  if  you  please. 

Q.  Where  do  they  have  their  flour  manufactured  ?  A.  A 
portion  of  it  is  manufactured  here,  but  there  is  not  enough  of 
it  to  affect  the  market ;  the  railroads  can  give  me  30  cents 
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freight  or  15  cents  freight  from  Milwaukee  here,  and  it  would 
have  no  effect  whatever  on  our  market  in  this  town. 

Q.  The  farmers  get  just  as  much  for  their  wheat  whether  it 
is  manufactured  in  flour  here  or  shipped  to  New  York,  as 
though  the  price  was  twice  as  much  as  it  is  ?  A.  I  am  speak- 
ing of  this  individual  case  now ;  you  extend  it  far  enough  and 
it  might  be  different,  but  any  particular  case,  so  far  as  you  are 
mentioning,  has  no  effect  whatever. 

Mr.  Shipman — The  reduction  of  all  the  rates  on  wheat  ? 
The  Witness — He  was  speaking  about  me  at  that  time. 
Q.  Suppose  you  reduce  the  price  of  freights  on  wheat  from 
Milwaukee  one-half  ?     A.  To  this  place  ? 

Q.  To  this  part  of  the  country,  to  Western  New  York,  all 
points  west  of  Cayuga  Bridge  ?  A.  I  will  answer  that  in  this 
way,  that  the  people  in  this  section  of  the  country  don't  wish 
to  buy  their  grain ;  consequently,  the  grain  being  put  down 
here  cheaper,  the  millers  might  use  some  of  it,  and  it  would 
go  off  to  New  York  at  the  same  rate  that  we  would  pay  for  it 
if  we  milled  it. 

Q.  Why  ?  A.  Because  there  is  not  enough  of  it  that  would 
come  here  to  have  any  effect. 

Q.  Then,  you  do  not  think  that  reducing  the  price  of  freights 

on  grain  from  Milwaukee  or  Chicago  one  half A.  To  this 

point? 

Q.  Anywhere  in  Western  New  York  ?  A.  I  am  talking 
about  this  point. 

Q.  I  am  asking  you,  now,  generally?  A.  Then,  state  your 
question. 

Q.  Would  not  the  effect  of  reducing  freights  one-half  be- 
tween here  and  Chicago  or  Milwaukee  of  necessity  reduce  the 
market  price  of  wheat  raised  by  the  farmers  in  Western  New 
York  in  the  same  proportion  substantially  ?     A.  No,  sir. 
Q.  Why  not  ?    A.  Because  it  might  go  up  west. 
Q.  Who  might  go  up  west  ?     A.  The  market. 
Q  What  you  desire  is  to  have  the  price  of  freights  between 
here  and  New   York  reduced  ?     A.  What  I  desire  is  equal 
chances  with  my  western  competitors. 

Q.  You  do  not  know  how  far  the  railroads  in  this  State  con- 
trol the  price  over  the  roads  out  of  the  State,  do  you  ?  A.  I 
do  not. 
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Q.  It  is  about  how  many  miles  from  here  to  the  State  line 
over  either   route  which  the  wheat  or  grain  traverses   west  ? 

A  About  seventy  miles  to  Buffalo. 

Q.  About  the  same  or  a  little  over  to  Suspension  Bridge  ? 
A.  Yes,  sir. 

Q.  And  the  rates  by  the  Erie  and  by  the  Central  are  the 
same,  as  you  understand  it  ?     A.  Yes,  sir. 

By  Mr.  Shipman  : 

Q.  You  said  you  did  not  know  what  proportion  of  the 
twenty-one  cents  from  Milwaukee  to  Bochester  was  paid  to  the 
Central  road  for  the  carriage  from  Buffalo  here  ?  A.  I  do 
not. 

Q.  Does  that  never  appear  on  your  bills  ?  A.  I  don't  re- 
member it  if  it  does. 

Q.  Take  it  on  the  Erie  ;  does  it  not  appear  on  your  bills 
what  proportion  of  that  is  paid  to  the  western  road,  west  of 
Buffalo  or  Dunkirk?  A.  It  does  not  on  this  ;  there  are  a 
good  many  bills  that  show  back  charges  or  advance  charges 
and  their  own  charges  ;  it  is  possible  ;  I  don't  remember  par- 
ticularly about  that. 

Q.  You  buy  wheat  in  Buffalo  ?     A.  Yes,  sir. 

Q.  And  pay  the  freight  on  it  from  Buffalo  here  ?  A.  Yes, 
sir. 

Q.  Is  not  that  just  the  same  as  that  part  of  the  rate  which 
belongs  to  the  Central  road,  west  of  Buffalo  ?  A.  Ij  am  in- 
clined to  think  it  is. 

Q.  You  spoke  of  your  trade  being  jobbing ;  I  will  not  go 
into  the  other  mills,  but  I  will  take  yours  ;  give  us  a  general  idea 
where  your  flour  is  sold  ;  you  have  orders  from  where  ?  A. 
Commence  with  Kome  ;  sometimes  this  side  of  Borne. 

Q.  Give  the  names  of  the  towns  generally?  A.  Rome, 
Utica,  Herkimer,  Little  Falls,  Fort  Plain,  Canajoharie, 
Amsterdam,  Fonda,  Fultonville,  Schenectady,  Albany,  Troy, 
Hudson,  Catskill,  Saugorties,  Rhinebeck,  Bed  Hook,  Rondout, 
Poughkeepsie,  Newburgh,  Highland  Falls,  Cold  Springs. 

Q.  That  is  enough  to  give  us  a  general  idea;  now  on  the 
Erie  road?  A.  Wayland,  Elmira,  Owego,  Susquehanna,  Port 
Jervis,  Middle  town,  Goshen,  Paterson,  Passaic,  Jersey  City. 

Q.  What  proportion  of  your  flour  is  sold  for  consumption 
this  side  of  New  York — what  proportion  of  the  amount  you 
manufacture  ?    A.  Up  to  this  last  year  almost  all  of  it. 
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Q.  Last  year  you  have  sent  more  to  New  York  ?  A.  We 
have  sent  the  lower  grades  to  New  York — more. 

Q.  Tell  how  many  thousand  barrels  of  flour  you  manufac- 
ture a  year  in  ordinary  good  times  ?  A.  From  thirty  to  thirty- 
five. 

Q.  These  local  points  to  which  you  sent  your  flour — you  say 
that  you  would  be  unfavorably  competed  with  by  flour  from 
Milwaukee  ?     A.  Yes,  sir. 

Q.  Do  you  mean  to  say  that  the  local  consumer,  or  local 
jobber,  who  orders  your  flour,  instead  of  ordering  yours,  would 
order  flour  from  Milwaukee ;  is  that  your  idea  ?     A.  Yes,  sir. 

Q.  Or  would  he  get  it  from  New  York  ?  A.  Get  it  from 
Milwaukee,  get  it  from  the  west. 

Q.  Do  you  know  whether  or  not  the  Milwaukee  flour  dealers 
ship  flour  to  these  local  points  for  consumption?  A.  Yes, 
sir  ;  some  of  them. 

Q.  Do  you  know  what  their  freight  is  ?     A.  Of  myself  ? 

Q.  Yes.     A.  No,  sir. 

Q.  Then  you  don't  know  whether  they  can  undersell  you 
there  or  not  ?  A.  I  know  they  do  undersell  me,  or  have  done 
so. 

Q.  You  do  not  know  that  it  is  on  account  of  freight  rates  ? 
A.  Well,  I  didn't  pay  their  freights  ;  that  is  all  there  is  of  it ; 
I  didn't  pay  their  freights  there. 

Q.  Do  you  think  that  the  combined  rate  from  Chicago  or 
Milwaukee  over  the  western  roads  to  the  State  line,  and  from 
the  State  line  we  will  say  to  Elmira,  is  any  greater  or  any  less, 
which,  than  your  rate  ?     A.  During  last  winter  ? 

Q.  Yes.     A.  I  think  it  was  less. 

Q.  Less  than  you  ?     A.  Yes,  sir  ;  last  winter. 

Q.  Less  than  the  combined  rate  from  Chicago  or  Milwaukee 
to  Rochester,  and  from  Rochester  to  Elmira?  A.  I  under- 
stand it  this  way  :  they  could  ship  from  Milwaukee  to  Elmira 
cheaper  than  I  could  buy  wheat  in  Milwaukee,  bring  it  here, 
mill  it,  and  ship  it  to  Elmira. 

Q.  Was  that  difference  owing  to  a  difference  of  rate  charged 
by  the  railroads  ?    A.  Yes,  sir. 

Q.  In  this  State?  A.' No,  sir;  by  the  railroads;  I  don't 
know  about  this  State. 
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By  Mr.  Laning  : 

Q.  Didn't  yon  have  special  rates  to  all  points  this  side  of 
Albany  over  the  Central  ?     A.  Not  that  I  am  aware  of. 

Q.  Haven't  you  had  special  rates  ?  A.  I  don't  know  but 
the  railroad  calls  them  special. 

Q.  Well,  I  ask  you?  A.  I  have  never  had  any  special 
rates ;  no,  sir. 

Q.  "Well,  special  rates  to  the  millers  ?  A.I  don't  know  any- 
thing about  that. 

Q.  Don't  you  know  that  the  tariffs  upon  flour  to  these  points 
this  side  of  Albany  have  been  made  special  ?  A.  No,  I  do 
not. 

Q.  And  don't  you  know  that  it  is  the  same  on  the  Erie  ? 
A.  I  tell  you  I  don't  know,  because  they  have  their  rules,  and 
I  don't  know  what  they  are,  whether  it  is  a  regular  or  a  spe- 
cial rate  ;  I  have  no  means  of  knowing ;  they  never  gave  me 
special  rates — the  Central. 

Q.  Cannot  the  Milwaukee  flour  dealer  send  his  flour  from 
Milwaukee  to  Elmira,  or  from  Milwaukee  to  Syracuse,  and 
make  a  profit,  cheaper  than  you  can  do  it,  by  reason  of  there 
being  no  break  in  the  transit,  it  being  manufactured  and 
loaded  at  Milwaukee,  and  running  right  through,  instead  of 
being  loaded  in  wheat,  and  brought  here,  and  transferred,  and 
stored,  and  drawn  to  your  mill  and  manufactured  ;  can't  he,  of 
necessity,  do  the  work  cheaper  than  you  can,  by  reason  of 
this  break  of  transit?  A.  1  don't  think  he  can  at  the  rate  of 
$43.20. ' 

Q.  I  'ask  if  he  cannot  do  it  cheaper  ;  if  there  is  not  a  profit 
to  him  growing  out  of  that  fact  ?  A.  All  things  considered, 
there  is  not ;  we  can  mill  cheaper  in  Rochester  than  they  can 
mill  in  Milwaukee. 

Q.  Why  so?  A.  The  stop-over  charge  is  a  just  charge  in 
milling  in  transit,  and  the  very  fact  of  sending  wheat  here  and 
stopping  it  and  reloading  it  would  cost  more ;  but  our  real 
estate  is  less  expensive  here,  and  our  power  is  less  expensive 
here,  a  good  deal,  than  it  is  in  Milwaukee. 

Q.  Your  real  estate  ;  what  do  you  mean  by  that  ?  A.  Our 
mills  cost  less ;  give  us  pro  rata  rates,  and  I  don't  want  to 
change  my  location  as  a  miller. 

Q.  What  do  you  pay  a  bushel  or  100  pounds  for  wheat  from 
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Buffalo  here?     A.  Five  cents,  I  think;  three  cents  a  bushel; 
then  there  are  some  elevator  charges  connected  with  it. 

Q.  "What  are  they  ?  A.  I  think  they  are  in  the  neighbor- 
hood of  |  of  a  cent  a  bushel. 

By  Mr.  Maktindale  : 

Q.  Are  you  speaking  of  railroads  or  canal  ?  A.  The  rail- 
roads. 

By  Mr.  Shipman  : 

Q.  Where  are  they  paid  ?  A.  I  pay  the  charges  when  the 
bill  is  presented. 

Q.  That  is  for-elevating  in  Buffalo,  isn't  it  ?  A.  No  ;  there 
is  what  they  call  a  loading  charge  at  the  elevators ;  they 
charge,  I  think,  |  of  a  cent  or  g  of  a  cent. 

Q.  A  hundred  ?  A.  No ;  a  bushel ;  sometimes  a  half  a  cent ; 
in  the  neighborhood  of  three  dollars  on  400  bushels. 

Q.  That  you  pay  at  Buffalo  ?     A.  No,  sir  ;  pay  here. 

Q.  Pay  here  ;  but  it  is  incurred  at  Buffalo  ?  A.  Yes,  cer- 
tainly ;  it  is  an  elevator  charge. 

Q.  What  is  the  distance  from  Buffalo  here  ?     A.  70  miles. 

Mr..  Laning — Sixty-nine. 

The  Witness — Sixty-nine  and  a  half. 

Q.  What  is  the  canal  rate  ?     A.  The  present  canal  rate  ? 

Q.  Yes. 

Mr.  Laning — The  canal  rate  at  the  same  time  you  have  this 
five  cents  ? 

The  Witness — The  five  cents  is  uinform ;  it  has  not  been 
changed  as  I  know  of  in  several  years. 

By  Mr.  Laning  : 

Q.  What  is  the  canal  rate  ?  A.  That  varies  from,  I  think, 
1|  cents  up  to,  in  the  last  two  or  three  years,  three  cents,  prob- 
ably. 

By  Mr.  Shipman  : 

Q.  Lower  or  higher  ?  A.  It  varies  from  1|  cents  a  bushel, 
to  three  cents,  or  3^,  may  be. 

Q.  Lower  or  higher  than  the  railroad?  A.  It  is  that  much 
a  bushel ;  the  railroad  ha»  been  uniformly  for  the  last  several 
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years  three  cents  a  bushel,  and  the  canal  varies  from  1|  cents  a 
bushel  to  three  cents  ;  I  guess  it  never  goes  much  above  that. 

By  Mr.  Laning  : 

Q.  At  one  time  it  was  ?  A.  Yes ;  I  guess  it  was  up  to 
seven. 

Q.  Does  that  1|  to  7  cents  include  elevator  and  transfer 
charges  ?     A.  When  I  said  7  cents,  that  was  several  years  ago. 

Q.  Does  that  include  transfer  charges  ?  A.  No,  sir  ;  I  am 
speaking  of  freights. 

Q.  Add  the  transfer  charges  as  you  did  to  the  railroad,  and 
then  what  does  it  make  ?  A.  I  think  about  11  years  ago,  just 
before  the  close  of  navigation,  I  paid  seven  cents. 

Q.  How  much  are  the  transfer  charges  by  canal  ?  A.  §  of 
a  cent  now,  and  1  \  cents  in  addition  to  the  elevator,  here. 

Q.  |  there  and  \\  cents  here;  so  that  the  charges  of  trans- 
fer are  greater  by  canal  than  by  rail?  A.  Yes;  I  think,  the 
elevator  charges  are  a  cent  for  taking  it  out  of  the  ear  arid  \\ 
for  taking  it  out  of  the  boat  here. 

By  Mr.  Shipman  : 

Q.  That  makes  it  rather  more  expensive  by  canal  than  it 
would  be  by  railroad,  at  three  cents  a  bushel  ?  A.  No ;  at 
present  it  is  a  little  cheaper  by  canal  than  it  is  by  rail ;  when 
it  gets  much  above  two  cents  then  they  are  about  the  same 
thing. 

By  Mr.  Laning  : 

Q.  What  is  the  reason  you  do  not  ship  your  flour  east  by 
canal  during  the  season  of  canal  navigation?  A.  Our  trade  is 
a  small  trade,  jobbing  trade,  and  the  canal  boats  have 
abandoned  way  business  for  some  reason  ;  I  don't  know 
what ;  they  have  never  done  way  business  since  I  have  been 
here  ;  they  are  loaded  when  they  get  here  if  they  are  bound 
eastward. 

Q.  Most  of  the  time  there  have  been  canal  boats  unem- 
ployed, haven't  there  ?     A.  Not  here,  that  I  know  of. 

Q.  I  mean  on  the  canal  ?  A.  It  would  have  been  of  a  very 
great  benefit  to  us  to  have  a  way  system  of  canal  boats  ;  there 
is  no  doubt  of  it ;  but  they  are  not  here,  and  our  business  is 
not  large  enough  to  make  it. 
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By  Mr.  Shipman  : 

Q.  Not  the  seven  or  eight  hundred  thousand  barrels  of  flour  ? 
A.  We  are  not  making  seven  or  eight  hundred  thousand  bar- 
rels, I  am  sorry  to  say. 

Q.  In  prosperous  times  ?  A.  They  used  to  ship,  I  am  told, 
before  my  time  by  canal,  very  much. 

By  Mr.  Maktindale  : 

Q.  When  these  orders  are  sent  to  you  in  the  course  of  your 
jobbing  business,  how  is  the  manner  of  shipment  indicated, 
whether  by  canal  or  by  railroad  ?  A.  I  don't  think  I  ever  had 
an  order  in  ten  years  by  canal ;  it  is  universally  by  railroad. 

Q.  And  except  that  which  is  along  the  line  of  the  canal 
there  has  been  no  water  communications  ?  A.  There  is  no 
water  communication  with  places  on  the  Erie. 

Q.  Then  the  rapidity  of  transit  has  to  do  with  it?  A.  That 
is  a  very  great  consideration — the  time. 

Q.  I  think  you  say  that  you  have  been  in  business  here 
since  1867?     A.  Yes,  sir. 

Q.  And  you  have  not  had  the  opportunity  of  observing  how 
the  operation  of  these  railroads  has  affected  the  canal  boat 
business ;  or,  have  you  had  that  opportunity  ?  A.  I  think  I 
have  noticed  it  more  for  the  last  year  or  so  than  I  had  before. 

Q.  Have  you  knowledge,  whether  or  not,  the  system  of 
competition  during  the  summer  time  has  affected  and  re- 
duced the  boating  business  on  the  canals — competition  on  the 
railroads?  A.  I  have  not  positive  knowledge  ;  I  have  what  I 
suppose  to  be  knowledge  on  that  subject. 

Q.  That  which,  like  other  citizens,  you  have  by  general  ob- 
servation?    A.  Yes,  sir. 

Q.  Some  questions  have  been  asked  you  about  the  wheat 
which  is  of  domestic  production  here  ;  what  effect  has  this 
introduction  of  the  western  wheat  and  the  spring  wheat  had 
on  the  character  of  wheat  production  in  our  immediate  neigh- 
borhood— what  kind  of  wheat  is  now  produced  as  compared 
with  the  old  times  1  A.  The  present  wheat  raised  in  this 
State  is  a  very  inferior  kind ;  it  looks  well,  it  makes  white 
flour,  but  it  lacks  strength. 

Q.  What  is  the  wheat  called  ?    A.  Clawson,  principally.    • 

Q.  And  what,  in  this  market,  has  been  the  value  of  that  pro- 
duction as  compared  with  the  western  wheat  when  got  here  ? 
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A.  This  last  crop,  spring  wheat,  has,  as  a  rule,  ranged  higher 
than  winter  wheat. 

Q.  How  many  more  cents  per  bushel  has  the  western  spring 
wheat  been  commanding  in  our  market  than  the  winter  wheat 
produced  here  ?  A.  I  paid  last  week  a  dollar  and  almost 
seventeen  cents  a  bushel  for  what  we  call  "  special  line," 
which  would  not  grade  No.  1  hard  spring  wheat,  and  I  am  in- 
formed that  the  market  here  for  winter  wheat  in  this  town  is 
from  a  dollar  to  one  dollar  one  cent — this  Clawson  wheat. 

Q.  That  is,  the  effect  has  been,  to  depreciate  the  character  of 
production  here,  and  lower  the  price  of  the  wheat,  has  it?  A. 
I  don't  know  what  may  have  been  the  cause  of  introducing  this 
inferior  kind  of  wheat. 

Q.  You  don't  know  that ;  don't  you  know  that  it  is  because 
it  will  produce  more  abundantly,  a  larger  quantity,  and  is 
resorted  to  as  a  means  of  resisting  this  western  production  ? 
A.  Yes;  I  have  heard  of  that,  but  not  being  a  farmer  I  am  not 
much  up  on  those  things,  but  it  failed  tc  make  good  flour,  and 
for  that  reason  it  could  not  be  used  to  any  large  extent ;  it 
could  not  be  used  alone  with  any  safety. 

By  Mr.  Laning  : 

Q.  Somebody  uses  it,  don't  they  ;  it  is  manufactured  some- 
where, isn't  it  ?  A.  Yes,  and  some  folks  have  used  it  to  their 
sorrow  ;  and  then  a  large  portion  of  it  goes  to  Europe  and  is 
mixed  with  other  wheat  in  certain  proportions. 

Q.  Your  idea  is  that  the  farmers  ought  not  to  raise  that  kind 
of  wheat,  is  that  it  ?  A.  I  think  it  is  very  injurious  to  this 
State. 

By  Mr.  Shipman  : 

Q.  The  low  rate  from  Milwaukee  to  Buffalo  enures  to  your 
advantage  as  well  as  to  the  advantage  of  any  other  producer 
of  flour,  doesn't  it?     A.  Yes,  sir. 

Q.  Then,  it  is  the  rate  from  here  to  New  York  that  you  want 
put  down,  and  not  the  rate  from  Chicago  to  Buffalo  or  Milwau- 
kee to  Buffalo  put  up  ?  A.  No,  sir ;  as  I  say,  last  spring  I  paid 
21  cents  a  hundred  when  they  were  shipping  through  at  least 
at  20  to  New  York  and  I  paid  more  than  that,  too — 23, 1 
think,  in  one  case  ;  and  I  want  an  equal  chance  to  buy  in  the 
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western  market  and  mill  here,  expecting  to  pay  something  as 
a  stop-over  charge,  and  go  east. 

By  the  Chaibman  : 

Q.  In  your  cross-examination  you  were  asked  if  a  reduction 
of  the  rate  from  Milwaukee  or  Chicago  to  this  point  would  not 
have  the  effect  to  reduce  the  market  price  of  wheat  at  this 
point ;  now,  if  the  rates  from  Chicago  or  Milwaukee  to  Roches- 
ter were  reduced,  and  a  corresponding  reduction  made  from 
Rochester  to  New  York,  would  it  have  any  effect  whatever 
upon  the  market  ?  A.  Very  likely  it  would  raise  wheat  here, 
if  it  was  reduced  from  here  to  New  York— raise  the  price  of 
wheat  here,  because  New  York  is  governed  by  foreign  markets. 

Q.  Would  not  the  reduction  of  the  rate  from  here  to  the 
west  counteract  that?  A.  Those  are  theoretical,  sir,  they 
are  not  practical  questions  ;  the  wheat  from  the  west  comes 
into  certain  mills,  a  few  of  thern— only  a  few  compared  with 
the  whole,  probably  not  twenty  per  cent. ;  I  don't  know  how 
many,  but  only  a  few  compared  with  the  whole  in  the  State, 
use  the  western  wheat,  or  calculate  to,  but  depend  upon  the 
State  wheat  entirely,  particularly  all  the  rural  mills,  and  I  don't 
see  how  I  could  answer  that  question  with  any  satisfaction  to 
myself. 

Q.  I  understand  you  to  complain  because  grain  is  shipped 
from  western  points  to  New  York  and  New  England  points  for 
a  less  rate  than  you  can  get  it  shipped  heie  ?     A.  Yes. 

Q.  Now,  the  shipping  of  it  from  western  points  to  New  York 
and  New  England  points  lowers  the  price  there ;  a  low  rate 
there  lowers  the  market  price  of  wheat  at  those  points,  does  it 
not  ?  A.  No,  sir ;  I  think  not,  because  I  think  New  York  is 
governed  by  Europe,  if  I  get  your  understanding. 

Q.  Will  you  tell  us  what  does  regulate  the  price  of  wheat 
then  ?    A.  European  demand,  as  a  rule. 

Q.  Is  it  governed  by  the  Liverpool  market  ?  A.  We  say  so, 
but  not  Liverpool  alone ;  Liverpool,  as  a  rule,  governs  New 
York,  and  New  York,  as  a  rule,  governs  Chicago  and  governs 
this  place,  and  many  other  places ;  Baltimore  and  Phila- 
delphia come  in  of  course,  but  the  European  market  is  the 
basis ;  our  exportations  for  the  last  year  have  been  very 
large,  and  we  expect  they  will  be  yery  large  this  year,  and 
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New  Yorkers  are  like  others  and  they  pay  within  a  very  small 
percentage  of  what  it  will  bring  when  they  get  it  over  there. 

The  Ohaieman — If  reducing  the  rates  from  the  west  to  New 
York  and  eastern  points  where  you  sell  your  goods  does  not 
reduce  the  rate,  I  don't  see  what  you  have  to  complain  of, 

By  Mr.  Laning  : 

Q.  There  are  four  or  five  principal  points  of  export  on  the 
coast,  are  there  not,  for  Europe — Montreal,  Boston,  New  York, 
Philadelphia  and  Baltimore  ?     A.  Yes,  sir. 

Q.  There  are  through  communications  from  Milwaukee  and 
Chicago,  and  western  grain  points  to  each  of  those  points, 
are  there  not  ?  A.  Through  communication  from  the  west  to 
each  of  those  points  ? 

Q.  Yes.     A.  Yes  ;  so  I  understand  it. 

Q.  Is  not  the  through  rate  through  New  York  to  New  York 
City  goverened  entirely,  or  almost  exclusively,  by  the  rates 
over  the  trunk  lines,  on  the  Baltimore  &  Ohio  and  Philadelphia 
lines,  and  the  lines  through  the  Canadas  to  Montreal  and  Bos- 
ton ?  A.  I  suppose  they  are  ;  I  would  like  to  answer  the  Chair- 
man's question ;  he  makes  the  remark  that  he  does  not  see  why 
we  can  complain ;  our  market  is,  as  I  say,  a  jobbing  market  ; 
now,  if  Messrs.  Seaman  &  Stevens,  of  Milwaukee,  can  buy  wheat, 
we  will  say  at  one  dollar  a  bushel  in  Milwaukee,  and  get  rates  at 
20  cents  a  bushel  and  lay  it  down  in  Poughkeepsie,  I  might  buy 
wheat  in  Milwaukee — I  am  compelled  to  buy  it  there,  as  I  am 
making  the  same  grade  of  flour  as  they  are — and  I  pay  the 
same  prices  for  wheat  there  that  they  would,  and  I  pay 
more  freight  to  get  it  here  than  they  would  to  get  it  to  Pough- 
keepsie, and  then  I  have  got  to  pay  the  same  to  Poughkeepsie 
as  I  would  to  New  York,  additional. 

Q.  Then  your  complaint  is,  that  they  give  lower  rates  to 
parties  beyond  you  ?     A.  Certainly. 

Q.  When  I  ask  you  the  question,  if  giving  the  lower  rate 
did  not  reduce  the  market  to  those  points,  and  you  say  no, 
not  necessarily?  A.  Beduce  the  market  of  wheat,  are  you 
speaking  of  ? 

Q.  Yes  ?  A.  I  think  as  I  told  you,  the  miller  gets  the  ad- 
vantage of  that;  the  market  is  based  upon  the  European 
market,  and  New  York  is  governed  by  that,  and  these  other 
places  are  governed  by  New  York ;  but  if  a  miller  gets  special 
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rates,  he  buys  his  wheat  in  the  general  market,  and  he  has  the 
advantage  of  shipping  to  the  same  destination  at  a  less  rate  than 
some  of  his  competitors  do,  that  is  all ;  it  is  an  individual 
thing  in  a  great  many  cases,  but  it  was  a  general  thing  as  far 
as  this  section  of  the  country  was  concerned  last  winter. 

Q.  Then,  instead  of  affecting  the  market  price  of  flour,  it  re- 
duces the  amount  of  profits  which  he  would  make  ?  A.  Yes, 
sir. 

By  Mr.  Shipman  : 

Q.  You  are  President  of  the  State  Miller's  Association  ; 
what  proportion  of  the  wheat  flour  consumed  in  the  State  of 
New  York  is  ground  from  wheat  raised  on  the  soil  of  the  State? 
A.  Of  course,  I  have  no  idea  that  is  worth  giving. 

Q.  Don't  you  know  whether  New  York  raises  her  own 
wheat — her  own  bread?  A.  The  statistics  give  New  York 
about  ten  million  bushels  of  wheat. 

Q.  Do  you  know  what  is  consumed  by  the  people  of  the 
State  ?     A.  No,  I  do  not. 

Q.  You  say  the  principal  part  of  the  millers  of  New  York 
grind  the  wheat  raised  on  her  own  soil  ?  A.  Yes,  because  I 
think  I  have  a  list  of  600  millers,  and  they  are  most  all  of  them 
what  we  call  rural  millers  in  small  places,  small  mills,  custom 
grinders. 

Q.  I  will  take  a  case  of  a  flour  mill  in  TJtica,  that  uses  the 
wheat  raised  in  the  State  ;  now,  if  you  put  down  the  price  of 
freight  of  Milwaukee  wheat  here,  so  that  you  can  buy  it  at  a 
lower  price,  would  not  that  /inevitably  and  necessarily  reduce 
the  price  of  wheat  here?  A.  I  will  answer  that  just  in  this 
way  ;  that  a  miller,  in  the  place  of  buying  wheat  in  his  own 
town,  would  go  west  to  buy  his  wheat,  and  compete  with  his 
western  neighbor  right  in  his  own  market ;  the  farmer  would 
send  his  wheat  off  to  New  York. 

Q.  But  the  low  rate  is  still  to  New  York  from  Milwaukee? 
A.  It  don't  make  any  difference  ;  the  farmer's  price  is  regu- 
lated by  the  cost  of  getting  it  into  New  York. 

Mr.  Shipman — I  must  confess  that  I  don't  understand  that 
commercial  idea. 

By  Mr.  Laning  : 

Q.  Is  there  any  lower  rate  for  the  farmer  on   his  wheat  to 
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New  York  than  there  is  for  the  miller  on  his  flour  to  New  York 
from  the  local  points  ?     A.  Not  that  I  am  aware  of. 

By  Mr.  Shipman  : 

Q.  Then,  instead  of  paying  one  dollar  a  bushel  in  Utica  for 
Milwaukee  wheat,  if  you  could  byitfor  fifty  cents,  itwouldnotre- 
duce  the  value  of  wheat  raised  about  Utica  ?  A.  No,  I  think  not ; 
but  I  want  to  explain  it ;  if  a  siugle  miller  buys,  he  simply  goes 
aud  buys  where  he  can  buy  the  cheapest,  but  the  farmer's 
wheat  is  worth  to  him  what  it  will  net  him  if  it  goes  to  New 
York,  and  that  is  what  he  gets. 

Q.  He  will  not  get  any  more  in  New  "York  than  tbe  Milwau- 
kee man  would  get  in  New  York,  with  the  freight  added,  would 
he  ?  A.  The  Milwaukee  man's  wheat  would  bring  one  price  in 
New  York,  and  the  New  York  man's  wheat  would  bring  another 
price  in  New  York ;  they  are  both  governed  by  the  cost  of 
getting  it  there  ;  where  a  special  rate  is  given,  there  is  no  fig- 
uring in  any  such  way,  that  I  know  of;  if  they  will  give  me 
special  rates,  I  can  run  straight  along,  if  they  are  low  enough; 
if  they  hold  me  at  the  regular  rates,    sometimes  I  cannot  run. 

Q.  Do  you  have  a  special  rate  ?     A.  I  have  not ;  no,  sir. 

Q.  Have  you  never  had  ?  A.  I  never  had  any  what  is  called 
special  rate  ;  I  have  had  occasionally  a  little  taken  off. 

Q.  In  proportion  to  the  quantity  you  shipped?  A  I  never 
shipped  very  large  amounts — 500  barrels  sometimes. 

By  Mr.  Mabtindale  : 

Q.  You  say  you  sometimes  had  a  little  taken  off;  tell  us 
about  that ;  how  did  you  get  it  done  ;  give  us  the  instances  ? 
A.  The  Erie  road  has  taken  off  for  me  a  few  times. 

Q.  Who  did  you  apply  to  to  get  it  taken  off  ?  A.  Mr. 
Harris. 

Q.  How  often  has  that  been  done  ?  A.  Not  very  often ; 
very  seldom. 

Q.  Give  us  some  idea  of  the  amount  taken  off?  A.  I  think 
I  have  had  five  cents  a  barrel  taken  off  in  two  or  three  cases, 
but  pretty  generally  the  freights  fell  down  to  that  pretty  soon 
afterwards. 

Q.  In  anticipation  of  a  reduction  of  rates,  you  have  had 
some  taken  off  because  you  have  asked  for  it?  A.  Yes ;  but  I 
never  had  any  what  you  might  call  regular  special  rates  to 
myself, 
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James  M.  Whitney,  being  duly  sworn,  testified  as  follows : 

By  Mr.  Maetindale  : 

Q.  Are  you  a  resident  of  the  City  of  Rochester  ?     A.  I  am. 

Q.  How  long  have  you  lived  here?     A.  58  years. 

Q.  That  is  about  the  length  of  time  that  you  have  lived  on 
this  earth  ?     A.  Yes,  sir  ;  I  was  born  here. 

Q.  Have  you  been  engaged  in  the  milling  business  here  ?  A. 
I  have. 

Q.  From  what  time  to  what  time  ?  A.  As  a  proprietor  from 
1851  or  1852  to  1869. 

Q.  In  what  other  way  than  as  proprietor  ?  A.  I  was  in  my 
father's  mill  and  my  brother-in-law's,  as  clerk. 

Q.  Your  father,  Warren  Whitney  ?     A.  Yes,  sir. 

Q.  And  your  brother-in-law  ?  A.  John  Williams — General 
Williams. 

Q.  Have  you  had  your  attention  directed  to  any  changes  in 
the  course  of  the  milling  business  here  ?  A.  I  have  watched 
it  with  great  interest,  from  the  fact  that  I  am  a  property  owner 
of  water  power. 

Q.  Will  you  state  what  is  the  present  condition  of  the  mill- 
ing property  in  the  City  of  Rochester  ?  A.  I  had  a  partner 
with  me  ;  our  mills  were  destroyed  by  fire,  I  think  in  1869,  and 
we  had  great  hesitation  about  what  to  do ;  my  partner 
wished  to  rebuild  as  a  mill,  and  I  objected  upon  the  ground  that 
the  discrimination  of  freight  against  Rochester  was  ruinous  to 
the  business,  and  we  rebuilt  as  a  machine  shop. 

By  Mr.  Shipman  : 

Q.  That  was  1869  ?    A.  1869  or  1870  :  we  rebuilt  in  1870. 

By  Mr.  Martindale  : 

Q.  You  have  told  us  your  private  conclusion  ;  what  is  the 
present  status  of  the  milling  business  in  Rochester  ?  A.  The 
western  miller  has  the  advantage  of  Rochester  in  discrimina- 
tion of  freight,  making  it  a  disastrous  business  to  mill  here  now 
on  account  of  competition. 

Q.  Assume  that  it  shall  be  continued  as  it  is  now,  what  ef- 
fect will  it  have  on  milling  business  in  Rochester  ?    A.  I  think 
it  has  had  its  effect  already. 
4 


1144 

Q.  To  do  what ;  give  me  your  conclusion  ;  is  it  a  business  to 
be  conducted,  or  is  it  ruined  ?  A.  So  far  as  the  New  York 
business  is  concerned,  it  is  ruined,  of  course. 

By  Mr.  Shipman  : 

Q.  New  York  City,  you  mean  ?  A.  Yes,  sir  ;  when  I  was  in 
the  business,  we  used  to  ship  principally  to  New  York,  but  in 
the  few  years  before  I  went  out  of  the  business,  we  got  into 
the  jobbing  business  to  some  extent ;  we  did  probably  half  the 
business  jobbing  ;  but  I  have  got  some  mill  property  here  now, 
the  New  York  Mills  ;  it  was  burned  down  a  few  years  ago,  and 
it  lies  in  a  ruin  ;  but  if  I  found  that  I  could  make  it  profitable 
to  rebuild  it  as  a  mill,  I  would  do  so,  but  I  don't  think  I  could 
rent  it  if  I  did ;  I  consider  that  mill  property  in  Eochester  is 
not  worth  half  what  it  was  when  I  was  in  business. 

By  Mr.  Mabtindale  : 

Q.  And  due  to  what  ?  A.  I  see  no  other  reason  only  dis- 
crimination in  freights. 

Q.  Describe  in  your  own  way  how  the  discrimination  in 
freights  has  operated  to  effect  this  change  ?  A.  We  used  to 
send  flour  to  Pennsylvania,  all  over  the  State  of  New  York, 
and  into  New  England,  on  orders  ;  I  understand  now  that  the 
western  millers  have  better  rates  to  those  points  than  the  mil- 
lers here  ;  I  am  not  in  the  business  at  all,  but  that  I  hear  from 
all-of  the  millers ;  I  have  talked  with  them  ,  about  it ;  they  so 
expressed  themselves  to  me. 

Q.  What  have  been  the  quantities  produced  here  as  com- 
pared with  the  capacity  of  the  mills  ?  A.  When  I  was  in  the 
business  there  were  eleven  mills  on  Brown's  race ;  two  of 
them  were  destroyed  by  fire,  three  of  them  the  machinery 
taken  out  and  converted  into  machine  shops ;  I  think  there 
are  now  six  on  the  race. 

Q.  Six  instead  of  eleven  ?  A.  Yes,  sir ;  and  Brown's  race 
represents  more  than  half  of  the  water  power  of  Rochester. 

Q.  Do  you  know  what  has  been  the  production  in  barrels — 
the  number  of  barrels  of  flour  now  as  compared  with  the  past  ? 
A.  I  think  we  used  to  figure  that  there  were  about  twenty 
or  twenty-one  mills  here  and  that  they  averaged,  I  think,  200 
or  250  barrels  a  day. 
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Q.  Do  you  know  how  much  they  produce  now?  A.  No,  I 
do  not ;  there  is  nothing  like  as  many  mills. 

Q.  Do  you  know  what  those  which  are  in  operation  produce ; 
how  many  run  of  stone  are  kept  in  operation,  or  wbat  propor- 
tion of  time  ?  A.  I  don't  know  ;  they  run  more  in  the  winter 
now  than  they  used  to  when  I  was  in   business. 

Q.  Have  you  had  any  opportunity  of  observing  the  effect  of 
these  discriminations  on  the  production  of  wheat  here  in  this 
neighborhood  ?  A.  I  don't  know  as  I  understand  what  the 
question  is. 

Q.  Have  you  observed,  and  are  you  able  to  speak  of  the 
effect  of  the  discrimination  in  freights  on  the  production  of 
wheat  on  the  farmers  in  this  part  of  the  country  ?  A.  I  know 
that  in  former  years  the  product  of  western  New  York  was 
principally  wheat ;  we  got  all  our  wheat  here  and  at  the  same 
time  exported  or  sent  by  canal  large  quantities  east. 

Q.  How  is  it  now  ?  A.  I  don't  think  there  is  half  as  much 
wheat  raised  here  as_there  used  to  be  raised. 

Q.  Do  you  know  anything  about  a  change  in  the  nature  or 
kind  of  wheat  ?  A.  Yes,  sir  ;  the  spring  wheat  has  got  more 
strength  to  it  and  it  makes  a  larger  loaf  of  bread  out  of  less 
flour,  and  of  course  that  to  some  extent  ruined  the  production 
of  the  winter  wheat  here,  which  had  not  that  strength. 

Q.  Do  you  know  what  kind  of  wheat  is  now  being  produced 
to  take  the  place  of  the  old  winter  wheat  ?  A.  Yes,  sir ; 
spring  wheat ;  the  wheat  here,  a  large  portion  of  it,  is  con- 
sumed by  what  is  called  country  millers,  who  have  no  foreign 
demand ;  they  manufacture  it  and  sell  it  to  their  own 
neighborhood. 

Q.  Have  you  any  knowledge  as  to  the  discriminations  which 
have  been  made  in  other  particulars  than  in  flour  and  wheat  ? 
A.  Yes,  sir;  I  rent  property  here  for  manufacturing  purposes, 
and  I  have  had  correspondence  and  conversation  with  persons 
in  reference  to  occupying  the  power  here  for  heavy  manufac- 
tories, heavy  goods,  and  they  universally — the  eastern  man  and 
the  western  man — universally  say  that  this  is  no  place  to  come 
to,  because  you  cannot  get  the  rates  here  that  you  can  at  the 
seaboard  or  west. 

Q.  Eates  of  freight  ?     A.  Bates  of  freight ;  yes,  sir. 

Q.  How  is  this  water,  which  propelled  these  mills  that 
burned  down  now  used  ?    A.  It  is  used  in  small  manufactories ; 
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for  instance,  a  mill  may  have  have  half  a  dozen  or  a  dozen 
tenants  now  where  there  would  only  be  one  a  few  years  ago, 
and  it  is  used  in  the  manufacture  of  small  machinery,  wood 
work,  shoe  shops,  etc. 

Q.  How  does  the  amount  of  use  in  this  respect  compare 
with  the  power  itself — the  ability  to  use  ?  A.  There  is  not 
half  of  the  power  used  now  that  could  be  used  if  it  would  pay 
to  put  it  into  use. 

Q.  Before  the  injuries  arising  from  this  discrimination,  what 
proportion  of  the  power  was  actually  used  ?  A.  The  mills  re- 
quired great  power ;  they  run  night  and  day,  and  they  used 
more  water  and  required  more  water  then  than  they  do  now. 

Q.  Wasn't  it  all  consumed,  until  steam  was  sometimes 
added  ?  A.  Yes,  sir  ;  but  then  they  did  not  use  the  power  as 
we  are  using  it  now — three  times  over ;  for  instance,  going 
down  to  the  very  bottom  ;  the  power  of  Brown's  Race  is  100 
feet — the  height — and  at  first  they  only  used  part  of  it ;  that 
is,  20  or  25  feet,  but  now  they  are  getting  down  and  using  the 
whole  depthat  once. 

Q.  And  multiply  the  same  power  ?  A.  Yes,  sir ;  multiply 
the  same  power ;  they  do  that  more  now  on  account  of  low 
water  ;  there  are  seasons  of  the  year  when  there  is  very  little 
water  in  the  river,  and  then  they  utilize  it  in  that  way. 

By  Mr.  Shipman  : 

Q.  How  many  pounds  of  wheat  does  it  take  to  make  a  barrel 
of  flour  ?  A.  I  don't  know  anything  about  the  patent  process ; 
we  used  to  put  in  four-and-a-half  bushels. 

Q.  450  pounds  ?     A.  Four-and-a-half  bnshels  I  said. 

Q.  I  want  to  get  at  the  weight ;  how  many  pounds  of  wheat 
does  it  take  to  make  a  barrel  of  flour — 196  pounds  of  flour  ? 
A.  I  suppose  you  can  make  it  of  4  bushels  and  20  pounds ; 
that  would  be  260  pounds,  isn't  it  ?  we  used  to  take  430 ;  I 
suppose  it  can  be  made  now  from  420. 

Q.  Do  you  know  what  the  rate  of  freight  is  on  a  barrel  of 
flour  or  100  pounds  of  wheat  from  Milwaukee  to  Borne,  for  in- 
stance ?     A.  No. 

Q.  Do  you  know  what  it  is  from  Bochester  to  Borne  ?  A.  No. 

Q.  Then,  you  don't  know  whether  the  combined  rate  from 
Milwaukee  through  Bochester,  stopping  at  Bochester,  to  Borne 
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is  the  same  as  the  through  rate  from  Milwaukee  to  Eome  ?  A. 
No ;  I  do  not. 

Q.  If  they  are  the  same  it  would  not  have  destroyed  the 
jobbing  trade  of  Rochester,  would  it  ?  A.  If  they  are  the  same 
to  Rome  that  they  are  to  Rochester  ? 

Q.  The  same  to  Rome  that  they  are  to  Rome  through 
Rochester,  stopping  over  at  Rochester— railroad  freights  ?  A. 
Ask  the  question  again,  if  you  please ;  I  don't  exactly  under- 
stand it. 

Q.  You  say  you  don't  know  the  rate  from  Milwaukee  or 
Chicago  to  Rome  ?     A.  No,  sir. 

Q.  And  you  don't  know  the  rate  from  Rochester  to  Rome  ? 
A.  No. 

Q.  Now,  if  the  rate  from  Milwaukee  or  Chicago  to  Eome,  is 
the  same  as  the  rate  from  Milwaukee  or  Chicago  to  Rochester, 
with  the  rate  from  Rochester  to  Rome  added,  then  they  would 
be  just  alike,  wouldn't  they  ?  "  A.  Yes. 

Q.  That  would  not  have  destroyed  your  jobbing  trade,  would 
it?     A.  No. 

By  Mr.  Laning  : 

Q.  What  is  your  business  now  ?  A.  I  am  renting  prop- 
erty. 

Q.  You  are  president  of  a  street  railroad  here,  a'e  you  not? 
A.  I  am  a  stockholder  in  a  street  railroad  company. 

Q.  You  have  charge  of  it,  havn'tyou?     A.  lama  director. 

Q.  That  is  your  principal  business,  isn't  it  ?  A.  I  spend 
about  one  day  in  a  week — part  of  a  day,  about  it. 

Q.  You  have  not  had  anything  to  do  with  this  milling  busi- 
ness, if  I  understand  yon,  since  1869  ?     A.  No,  sir. 

Q.  Is  it  not  a  fact  that  there  is  very  much  more  power— 
a  greater  number  of  horse  power,  in  actual  operation  in  Ro- 
chester to-day  than  there  was  ten  years  ago  ?  A.  Yes  ;  there 
is  more  power. 

Q.  And  is  it  not  the  fact  that  turning  this  power  into  manu- 
facturing that  used  to  be  in  milling,  and  its  added  amount,  that 
a  great  many  more  men  are.  employed  than  there  used  to  be 
when  it  was  confined  strictly  to  the  milling  business  ?  A.  So 
far  as  my  mill  is  concerned,  I  say  no. 

Q.  I  don't  ask  so  far  as  your  mill  is  concerned,  I  am  speak- 
ing of  the  entire  city  and  the  use  of  the  entire   power ;  in  the 
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use  of  power  for  general  manufacturing  purposes,  has  it  not 
required  and  furnished  employment  for  many  more  men  than 
used  to  be  employed  in  simply  running  the  mills  when  it  was 
devoted  to  that  purpose  ?     A.  The   manufacture  is  increasing. 

Q.  Please  answer  my  question  ?  A.  The  mills  that  are  now 
idle 

Q.  No  ;  that  don't  answer  my  question  ;  are  there  not  more 
men  engaged  in  the  use  and  application  of  this  power,  as  now 
used  for  milling,  manufacturing  and  general  purposes — mechan- 
ical purposes,  than  there  were  '  employed  in  the  use  of  this 
power,  when  it  was  confined  solely  to  milling  business,  ten  or. 
fifteen  years  ago  ?  A.  Take  it  as  a  whole,  I  should  say  there 
was,  but  there  are  cases  where  they  are  not  employed  at  all. 

Q.  This  milling  business  has  been  considerably  over-done; 
hasn't  it,  in  the  country  for  the  last  few  ,  years  ;  there  have 
been  more  mills  than  there  has  been  grain  to  grind,  or  mouths 
to  consume  ;.  like  most  other  businesses,  it  has  been  over-done, 
hasn't  it  ?  A.  I  don't  know  whether  it  is  over-done  —it  seems 
to  be  over-done  here. 

Q.  So  far  as  your  observation  is,  it  is  everywhere,  isn't  it  ? 
A.  I  should  say  not ;  in  the  west  I  understand  that  they  are 
prosperous. 

Q.  People  at  the  west  have  found  out  that  they  could  manu- 
facture their  flour  and  send  it  east  and  make  more  money  than 
they  could  sell  the  wheat  and  let  you  manufacture  it  here, 
havn't  they  ?     A.  I  don't  know  about  that. 

Q.  And  the  people  at  the  east  have  found  that  they  could 
buy  western  flour  better  than  they  could  buy  flour  that  is 
manufactured  here?  A.  When  I  was  in  the  business  there 
were  very  few  people  making  flour  in  the  west. 

Q.  This  business  of  making  flour  at  the  west  is  a  business 
that  in  the  main  has  grown  up  in  the  last  ten  years,  has  it  not; 
I  mean  for  the  eastern  market?     A.  Ten  or  fifteen  years. 

Q.  So  that  that  comes  sharply  in  competition  with  wharf; 
used  to  be  the  business  here?  A.  The  western  millers  for 
some  reason  can  beat  the  Rochester  millers  now. 

Q.  I  didn't  ask  whether  they  could  beat  them ;  I  asked 
whether  that  business  has  not  grown  up  within  the  last  ten  or 
fifteen  years?     A.  Yes. 

Q.  When  you  were  in  the  milling  business,  how  did  you  ship 
your  flour  east  ?     A.  We  shipped  both  by  canal  and  by  rail. 
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Q,  During  canal  navigation  mostly  by  canal,  didn't  you? 
A.  Mostly  by  canal. 

Q.  Do  you  know  how  it  is  now  ?  A.  I  don't  think  there  is 
any  flour  shipped  by  canal. 

Q.  Why  don't  it  go  by  canal  ?  A.  Because  it  is  a  jobbing 
trade  and  they  cannot  do  it. 

Q.  Does  not  the  canal  ruu  through  the  interior  of  this  State, 
stopping  at  all  the  citizies  and  villages?  A.  Yes ;  but  the 
railroad  can  drop  off  a  barrel  of  flour  where  the  canal  cannot. 

Q.  In  other  words,  the  property  can  be  carried  to  suit  the 
custom  and  the  trade  better  by  railroad  than  by  canal  ?  A- 
Yes,  sir. 

Q.  And  therefore  it  has  taken  the  trade  ?  A.  It  has  taken 
it  from  the  canal. 

By  Mr.  Martindale  : 

Q.  You  speak  of  the  use  of  water  power  here  in  the  lighter 
manufactures ;  did  I  understand  you  right  that  the  place  is 
avoided  by  larger  manufacturers  on  account  of  the  discrimina- 
tion in  freights  ?     A.  I  say  so,  yes. 

Q.  There  is  ample  power  here  if  they  could  have  the  advan- 
tage in  freights  ?  A.  Yes,  sir  ;  the  power  is  not  one-half  used 
here  now  ;  the  water-power  is  not  half  in  use  in  Rochester. 

By  Mr.  Shipman  : 

Q.  Suppose — no  matter  about  the  cause  now,  but  suppose 
that  the  milling  business  here  from  some  cause— competition 
with  western  millers — the  milling  of  flour  became  unprofitable, 
and  the  water  power  of  Rochester  was  turned  into  other  manu- 
factures, would  that  be  any  damage  to  Rochester  or  to  the 
country  about  here  ?     A.  I  think  it  would. 

Q.  How  ?  A.  It  seems  to  me  that  the  City  was  more  pros- 
perous with  its  milling  here,  when  they  were  making  money; 
of  course  there  is  a  natural  growth  to  the  City. 

Q.  This  transformation  of  water-power,  this  application  of 
it  to  other  manufactures,  would  increase  the  population  at  once, 
wouldn't  it,  as  soon  as  it  was  accomplished?     A.  Yes. 

Q.  The  number  of  men  employed  in  a  factory  engaged  in 
the  manufacture  of  hardware  or  cotton  goods,  or  anything  of 
that  kind,  would  be  vastly  in  excess  of  the  number  taken  to 
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run  the  same  power  for  milling,  wouldn't  it  ?  A.  Yes,  but  we 
cannot  get  them  here. 

Q.  But,  if  it  was  running ;  you  employ  very  few  men  in  a 
flour  mill  to  what  you  would  employ  in  a  manufactory  of  the 
same  size  devoted  to  general  manufacture,  using  the  same 
amount  of  power?  A.  Yes,  there  is  less  labor  employed  in  a 
mill,  but  there  is  the  barrel  maker  and  outside  work. 

Q.  There  are  less  men  employed,  are  there  not  ?  A.  Yes, 
there  are  less  employed  in  mills  than  there  would  b'e  in  general 
manufacturing. 

Q.  Your  population  would  be  very  considerably  increased 
if  all  your  water  power  was  turned  to  general  manufacturing  ? 
A.  What  Rochester  wants  is  some  heavy  manufactures  here, 
because  we  have  plenty  of  power ;  that  is  what  you  cannot 
rent  here. 

By  Mr.  Martindale  : 

Q.  How  many  cotton  factories  are  there  in  Rochester  ?  A. 
One. 

Q.  How  many  woolen  factories  in  Rochester  ?     A.  Not  any. 

Q.  Then,  there  is  one  cotton  factory  here  alone ;  there  is 
ample  power  for  many,  if  the  manufacturers  would  come  ?  A. 
Yes,  sir. 

Q.  Do  you  know  that  at  Seneca  Falls  there  is  a  large  water 
power  and  factory  which  has  been  suspended  and  not  in  oper- 
ation for  years  ?  A.  I  have  read  it  in  the  papers,  and  been 
told  so,  both. 

Q.  Haven't  you  been  there  to  see  it  ?     A.  No,  sir. 

Q.  Is  there  any  reason  within  your  practical  observation  or 
experience  that  you  can  suggest  for  the  omission  of  such 
manufacturers  to  come  here,  except  discrimination  in  freights? 
A.  I  will  say  this,  that  Rochester  is  situated  in  the  richest 
country  in  New  York  State  ;  surrounding  country  ;  and  it  is 
a  cheaper  place  to  manufacture  than  most  any  other  place,  and 
the  power  of  Rochester  is  in  the  centre  of  the  City,  not  off  to 
an  extreme  distance,  and  the  carriage  to  the  canal  or  depots  is 
very  short  and  inexpensive ;  I  was  a  quarter  owner  of  Lower 
Falls  property  a  few  years  ago  ;  we  bought  it  for  the  purpose 
of  utilizing  it  at  once ;  we  advertised  it  in  eastern  papers  that 
we  were  ready  to  build  large  buildings,  and  the  only  answer 
we  got  was  that  it  was  no  place  to  manufacture,  because  the 
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discrimination  of  freights  was  against  us  ;  I  sold  my  interest 
at  the  Lower  Falls  ;  now  there  are  only  one  or  two  manufac- 
tories there  ;  they  do  not  occupy  more  than  one-tenth  part  of 
what  they  might,  and  that  is  the  highest  falls  in  the  City— 106 
feet  high. 

By  Mr.  Shipman  : 

Q.  When  was  it  that  you  bought  down  there  ?  A.  At  the 
Lower  Falls  ?• 

Q.  Yes.  A.  1872,  I  guess  ;  I  built  a  clam,  and  put  in  one 
water-wheel  there,  and  it  is  running  now,  for  the  persons  I  was 
associated  with  ;  Messrs.  Elwanger  &  Barry  and  Woodworth 
and  myself  bought  it. 

By  Mr.  Baker  : 

Q.  Then  you  think  that  but  for  the  discrimination  that  you 
complain  of,  in  addition  to  the  employment  of  all  these  men, 
and  additional  power,  you  would  also  have  these  additional 
mills  in  operation  ?     A.I  do. 

Q.  Then  you  do  not  attribute  the  increased  number  of  men 
and  power  now  employed  in  manufacturing  to  the  discrim- 
inations ?  A.  No,  sir ;  I  consider  that  there  is  a  natural 
and  gradual  increase  in  population  and  manufactures  in 
Rochester  of  various  kinds,  shoes,  clothing  and  all  kinds  of  iron 
work;  there  is  nothing  very  large  ;  steam  engine  manufactories, 
all  kinds  of  machinery,  iron  machinery. 

By  Mr.  Laning  : 

Q.  Where  does  this  production  find  its  market,  of  all  these 
manufactures  that  you  speak  of  here  ?  A.  In  every  direction 
from  Rochester. 

Q.  Where  ?     A.  West,  south,  north  and  east. 

Q.  How  does  the  product  get  to  its  destination  ?  A.  By 
rail. 

Q.  Generally  by  rail  ?     A.  Yes. 

Q.  How  are  they  able  to  conduct  this  business,  so  many  of 
them,  on  account  of  this  discrimination,  and  continue  in  busi- 
ness ?  A.  There  is  but  a  very  little  manufactured  here  to 
send  away,  except  in  clothes  and  boots  and  shoes. 

Q.  Well,   take  that;    how   are  they  able  now  to   compete. 
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against  New  England  and  other  places  in  clothing  and  boots 
and  shoes  ?     A.  I  understand  some  of  them  have  special  rates. 

Q.  Do  you  know  anything  about  it?     A.  I  know  they  do.  ^ 

Q.  There  is  a  great  deal  of  water  power  in  the  country— in 
all  parts  of  the  country— that  is  not  utilized,  isn't  there  ?  A. 
Not  in  the  cities. 

Q.  Well,  in  the  country?  A.  Oh,  yes;  lots  of  it,  but  you 
must  have  the  labor  where  the  manufactory  is. 

Q.  Take  the  manufacture  of  ale  and  lager  beer  here,  is  not 
that  very  profitable  ?     A.  Yery. 

Q.  And  carried  on  to  a  large  extent  ?     A.  Yes,  sir. 

Q.  How  do  they  ship  their  product  ?  A.  They  ship  by  rail ; 
a  great  deal  goes  to  Canada,  of  course  ? 

Q.  Goes  by  rail  ?     A.  No,  it  goes  by  boats  to  Canada. 

By  Mr.  Shipman  : 

Q.  There  is  a  large  amount  of  it  sold  in  this  country,  isn't 
there  ?    A.  Yes,  sir. 

By  Mr.  Laming  : 

Q.  On  your  railroad  you  charge  just  as  much  for  carrying  a 
passenger  a  short  distance  as  you  do  a  long  distance,  don't 
you  ?     A.  Yes,  but  we  charge  them  all  alike. 

Q.  A  man  that  rides  a  short  distance  has  to  pay  the  same 
as  a  man  that  rides  a  long  distance  ?  A.  We  charge  a  poor 
man  just  as  much  as  we  do  a  rich  man. 

By  Mr.  Bakeb  : 

Q.  Is  not  the  heft  of .  competition  centered  upon  grain  and 
wheat,  and  flour  and  cattle?  A.  Of  course,  those  are  the 
heavy  shipments. 

By  Mr.  Maetindalb  : 

Q.  You  know  that  some  of  these  manufactories  in  years 
back,  and  I  don't  know  but  now,  were  engaged  in  manufactur- 
ing what  are  called  the  large  tools,  tools  that  are  used  in 
machine  shops  ?     A.  Yes,  sir. 

Q.  Do  you  not  know  that  the  discrimination  against  the 
manufacturers  here  has  been  such,  by  reason  of  the  advantage 
given  to  New  England  manufacturers,  as  seriously  to  interrupt 
that  business  here  jn  Jloc'hester  ?    A.  I  know  it  does. 
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Q.  Can  you  approximately  state  the  comparative  freights  on 
shipments  of  large  tools  from  New  York  and  from  Eochester 
west  ?  A.  I  can  give  you  the  names  of  parties  that  you  can 
call  here. 

Martin  F.  Bristol,  being  duly  sworn,  testifies  as  follows  : 

By  Mr.  Maetindale  : 

Q.  Where  do  you  now  live  ?  A.  In  Eochester  at  this  present 
time. 

Q.  Have  you  been  in  business  in  Eochester  ?     A.  I  have. 

Q.  What  class  of  business  ?     A.  Milling. 

Q.  Beginning  at  what  time  ?     A.  I  think  it  was  1874. 

Q.  Are  you  able  to  tell  the  Committee  the  effect  of  railroad 
discrimination  in  freights  on  the  course  of  the  milling  business 
here  during  that  time ;  if  so,  go  on  and  state  ?  A.  Well,  I 
don't  know  whether  I  could  answer  the  question  put  in  just 
that  light  or  not ;  I  know  the  course  of  our  milling  business, 
and  I  suppose  it  to  have  arisen  from  different  causes. 

Q.  What  was  the  character  of  your  business  when  you  com- 
menced in  1874  ?     A.  It  was  profitable  at  that  time. 

Q.  What  was  it ;  where  did  you  get  your  grain  ;  where  did 
you  sell  it?  A.  Our  grain  was  bought  largely  in  the  Eochester 
market ;  grain  that  was  raised  in  this  State. 

Q.  It  was  a  profitable  business  ?     A.  Yes,  sir. 

Q.  And  sold  where  ?  A.  We  sold  in  Eastern  Pennsylvania, 
Northern  New  Jersey,  all  of  the  eastern  part  of  this  State,  and 
New  England  and  New  York. 

Q.  Was  the  business  what  you  call'a  jobbing  business?  A. 
Yes,  sir. 

Q.  How  long  did  that  continue  to  be  a  profitable  business  ? 
A.  The  year  ending  with  us  in  June,  1877,  was  a  profitable  year, 
and  since  that  we  have  not  made  a  great  deal  of  money. 

Q.  Has  it  been  a  business  which  has  paid  running  expenses 
since  ?    A.  It  has  not. 

Q.  What  has  been  the  volume  of  business  during  the  last 
two  years,  as  compared  with  the  milling  capacity,  taking  the 
run  of  stone  and  power — the  mills  in  the  City  of  Eochester? 
A.  The  year  that  I  came  to  Eochester  the  mill  made  about 
70,000  barrels  ;  the  next  year  we  made  62,000  barrels,  and  the 
year  after  that — the  year  before  this  year,  which  is  not  yet 
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closed  with  us— we  made  29,000;  this  year,  I  think,  will  foot 
up  about  the  same. 

Q.  How  has  it  been  with  your  neighbors,  the  relative  pro- 
portion of  production  of  flour  in  those  consecutive  years  ?  A. 
From  what  I  have  seen,  I  should  judge  the  falling  off  was  uni- 
form— about  the  same  with  all. 

Q.  Now,  sir,  what  is  the  reason  of  the  falling  off  and  of  the 
fact  that  you  have  not  paid  running  expenses  ?  A.  The  main 
reason  is  because  we  have  not  been  able  to  compete  with  the 
western  millers. 

Q.  Why  not  ?  A.  One  reason  is,  the  wheat  that  is  now 
raised  in  this  section  is  of  a  very  inferior  quality,  as  compared 
with  the  wheat  raised  here  four  or  five  years  ago,  or  back  of 
that,  and  in  order  to  make  flour  that  we  can  sell,  we  are 
obliged  to  buy  wheat  from  the  west  to  mix  with  it,  and  we 
cannot  buy  wheat  in  the  west  and  compete  with  the  miller  in 
the  west,  shipping  through  to  the  eastern  market. 

Q.  Why?  A.  Because  the  through  rates  from  western 
points  are  less  than  the  combined  rate  from  the  western  point 
to  Rochester,  and  from  Rochester  on  to  the  eastern  market. 

Q.  What  margin  upon  a  barrel  of  flour  is  regarded  as  a 
profitable  margin  ;  how  much  on  a  barrel  of  flour  makes  it  a 
profitable  business,  taking  into  account  the  capital  invested  and 
the  labor  performed  ?  A.  Anywhere  from  twenty-five  to  fifty 
cents  a  barrel,  is  considered  a  fair  profit. 

Q.  How  have  you  found  it — what  is  the  difference  in 
freights  ?  A.  It  varies  continually  ;  sometimes  the  difference 
is  very  considerable,  and  at  other  times  it  is  not  as  much. 

Q.  During  the  last  two  years  jon  have  had  your  mill  in  op- 
eration here,  and  you  say  you  have  not  made  running  ex- 
penses— have  you  stopped  the  business  ?     A.  Yes,  sir. 

Q.  Going  where  ?     A.  Indianapolis. 

Q.  For  what  purpose  ?  A.  Because  I  consider  it  a  more 
desirable  point  to  mill. 

Q.  Going  into  the  milling  business  in  Indianapolis,  abandon- 
ing Rochester  ?     A.  Yes,  sir  ;  going  into  the  milling  business. 

Q.  Can  you  state  the  freights  which  have  been  paid,  the 
amount  of  the  discrimination  against  you  or  the  millers  here  ? 
A.  I  could  not  tell ;  I  have  not  any  figures  at  my  command 
that  would  allow  me  to  state  positively. 

Q.  What  kind  of  wheat  is  this  which  you  say  is  being  pro- 
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duced  here  now.  and  taking  the  place  of  the  old  fashioned  win- 
ter wheat  ?     A.  "  Clawson,"  it  is  called. 

Q.  What  is  the  character  of  that  wheat  ?  A.  A  very  soft 
wheat;  contains  a  very  small  proportion  of  an  element  in 
wheat  known  as  gluten,  which  goes  to  make  up  the  strength  of 
the  flour. 

By  Mr.  Shipman  : 

Q.  Makes  an  inferior  flour  ?  A.  Makes  an  inferior  flour — 
it  lacks  strength. 

By  Mr.  Martindale  : 

Q.  Do  you  know  what  has  induced  the  change  in  the  pro- 
duction in  that  regard,  raising  this  kind  of  wheat,  instead  of 
the  old  fashioned  wheat  ?  A.  The  farmers  say  it  stands  the 
winter  better,  and  yields  more  per  acre. 

Q.  What  price  does  it  command  in  the  market  here  ?  A. 
As  compared  with  what ;  or  do  you  want  the  price  that  it  is 
worth  ? 

Q.  I  mean  the  price  as  compared  with  such  winter  wheat  as 
they  were  accustomed  to  raise  before  ? 

Mr.  Laning. — You  cannot  make  any  contrast  of  that  sort. 

Q.  There  is  some  of  the  old  fashioned  wheat  yet  produced, 
isn't  there  ?     A.  Yes,  sir,  a  small  quantity. 

Q.  That  may  enable  you  to  tell  ?  A.  The  difference  ranges 
from  five  to  ten  cents  a  bushel. 

By  Mr.  Shipman  : 

Q.  Less  for  the  Clawson  ?  A.  Yes,  sir ;  sometimes  the 
Clawson  will  bring  nearly  as  much  as  the  other,  within  two  or 
three  cents  a  bushel ;  other  times  the  difference  is  greater. 

Q.  The  principal  business  done  by  the  Rochester  mills  is 
this  jobbing  business  ?     A.  Yes,  sir. 

Q.  You  have  said  that  you  thought  the  combined  rate  from 
Milwaukee  to  Rochester  and  so  on,  to  eastern  points  was 
higher  than  the  through  rates  from  the  same  points  ?  A.  I 
have  known  it  to  be  so. 

Q.  That  is  not  often  the  case,  is  it  ?  A.  Whenever  I  have 
figured  it  has  been  the  case,  whenever  I  have  known. 

(j.  Do  you  mean  the  through  rate  to  New  York  or  to  local 
points  between  here  and  New  York  ?     A.  I  mean  both. 


1156 

Q.  Is  the  price — the  rate  of  freight  from  Milwaukee  to  Utica 
any  greater  than  the  combined  rate  from  Milwaukee  to  Eo- 
chester  and  Eochester  to  Utica  ?  A.  No  greater  that  I  ever 
knew  of. 

Q.  You  have  known  it,  you  say,  less  ?     A.  Tes,  sir. 

Q.  When  ?  A.  I  could  not  state  any  positive  time ;  it  is  when 
I  have  been  in  Utica  selling  flour  ;  when  I  have  been  Utica  I 
have  inquired  the  rate  of  our  customers,  and  they  have  shown 
me  freight  receipts  from  the  west,  and  I  have  compared  them 
with  ours. 

Q.  They  were  lower  than  the  combined  rates  to  Eochester, 
and  Eochester  to  Utica  ?    A.  Yes,  sir. 

Q.  How  many  hunndred  pounds  of  wheat  does  it  take  to 
make  a  barrel  of  flour?  A.  It  depends  on  the  mill  that  is  mak- 
ing it. 

Q.  Give  lis  somewhere  near ;  I  do  not  care  about  two  or 
three  pounds  ? 

Mr.  Laning — A  good  mill,  well  manufactured— the  average 
yield  ?  A.  The  average  yield  of  pounds  is  considered  about 
four  bushels,  and  forty  to  forty-five  pounds,  I  believe. 

Q.  How  much  does  it  weigh  a  bushel'?  A.  On  a  low  grade, 
they  figure  about  five  bushels  to  a  barrel. 

Q.  That  would  be  about  285  pounds  of  wheat  to  make  a 
barrel  of  flour  ?     A.  If  you  have  figured  it  right. 

Q.  I  understand  you  are  about  to  go  west  ?  A.  I  think 
some  of  it,  yes,  sir. 

Q.  I  want  to  ask  this  question  :  In  your  judgment,  canno^ 
with  any  ordinary  rates  of  transportation,  what  are  fair  rates 
— cannot  the  Milwaukee  and  the  Indianapolis,  and  the  Chicago 
miller  compete  successfully  with  you  here,  so  as  to  render  your 
milling  business  in  Eochester  unprofitable  '?  A.  Well,  I  don't 
know  why  it  should  be  so,  if  all  were  placed  upon  the  same 
basis ;  I  don't  know  why  all  should  not  stand  the  same  show. 

Q.  Cannot  they,  under  any  rates,  send  flour  to  New  York 
cheaper  than  you  can  bring  wheat  from  Chicago  or  Milwaukee 
here,  and  then  send  the  flour  to  New  York,  you  paying  the  extra 
weight  of  the  wheat  ?  A.  If  you  figure  the  same  expenses  of 
milling,  and  the  power  costing  the  same,  and  all  incidental  ex- 
penses they  could,  but  if  the  difference  in  cost  of  power  would 
counterbalance  the  stop-over  charges,  I  don't  see  how  they 
could. 
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Q.  Have  you  made  an  estimate  of  that  to  see  whether  that 
is  so  or  not?  A.  I  have  figured  it  over  at  different  times, 
casually  ;  I  have  not  figured  it  down  to  a  fine  point. 

Q.  You  pay  on  the  wheat  that  you  bring  from  Chicago  or 
Milwaukee  here — you  pay  the  freight  on  eighty-five  pounds — 
an  excess  of  eighty-five  pounds,  or  whatever  excess  the 
wheat  is  over  the  flour  ;  that  is  what  you  have  to  pay  inevita- 
bly ;  when  the  Milwaukee  man  sends  his  flour  he  sends  it  at 
so  much  reduced  rate  ?  A.  On  whatever  we  buy,  and  the 
difference  is  ;  we  have  our  feed  here  instead  of  in  Milwaukee 
— the  offal, as  we  call  it. 

By  Mr.  Martindale  : 

Q.  What  is  that ;  please  repeat  your  answer  ?  A.  We  have 
the  feed  or  offal  here  in  Rochester,  instead  of  Milwaukee,  and 
it  is  worth  more  per  ton  here  than  there. 

By  Mr.  Shipman  : 

Q.  How  much  more  ?  A.  I  don't  know  how  much  they  are 
asking  for  it  there. 

By  Mr.  Maktindale  : 

Q.  That  is  to  your  advantage  instead  of  n gainst  yon?  A. 
Yes,  sir. 

By  Mr.  Laning  : 

Q.  What  are  the  charges  per  bushel  on  wheat  beyond  the 
freight  for  handling,  unloading  and  putting  into  your  mill — 
about  what  does  it  cost  you?  A.  It  costs  us  half  a  cent  a 
bushel  for  haul. 

Q.  Does  that  include  all  the  expenses  ?  A.  All  the  expense 
of  getting  the  wheat  into  the  mill  from  the  cars. 

Q.  Is  that  all  the  expense  beyond  the  freight  on  the  wheat 
from  Milwaukee  here  ?  A.  If  it  comes  over  the  Central  road, 
there  is  an  elevation  charge. 

Q.  How  much  ?     A.  A  cent  a  bushel. 

Q.  On  the  Erie,  you  take  it  from  the  cars  ?  A.  Take  it 
from  the  cars. 

By  Mr.  Shipman  : 

Q.  There  is  no  elevator  charge?  A.  There  is  no  elevator 
pharge  from  the  Erie, 
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By  Mr.  Laning  : 

Q.  How  much  from  the  Erie  does  it  cost  you  ?  A.  Half  a 
cent  a  bushel. 

Q.  And  from  the  Central,  there  is  in  addition  the  elevator 
charge  ;  you  take  it  from  the  elevator  ?  A.  Yes,  sir ;  that  is 
added  to  the  freight. 

Q.  What  does  it  cost  a  bushel  upon  the  average,  or  what 
does  it  cost  per  barrel,  to  take  jour  flour  from  the  mill  to  the 
railroad  ?    A.  Two  cents  we  have  been  paying. 

Q.  Two  cents  a  barrel  ?     A.  Yes,  sir. 

Q.  So  that  the  stop-over  charges  amounts  to  about  a  cent  a 
bushel,  do  they  not,  upon  the  average — how  much  do  they 
amount  to  on  a  barrel  of  flour,  the  stop-over  charges,  taking 
your  wheat  in  and  getting  your  flour  out — upon  the  average  ? 
A.  The  expense  would  be  five  to  six  cents  a  barrel,  getting 
the  wheat  to  the  mill  and  the  flour  back. 

Q.  Do  you  know  whether  barrels — the  packages — can  be 
produced  here  as  cheap  as  they  can  in  Milwaukee  ?  A.  I 
think  considerably  less  ;  I  have  heard  the  millers  there  say 
what  their  packages  cost  them. 

Q.  What  does  a  flour  barrel  cost  you  here  ?  A.  Twenty- 
six  cents. 

Q.  Do  you  know  what  it  costs  in  Milwaukee  ?  A.  I  do 
not ;  the  last  I  heard,  they  said  their  barrels  cost  them  thirtj'- 
five  cents. 

Q.  When  was  that  ?  A.  Six  months,  or  a  year  ago  ;  I  was 
talking  to  some  of  them. 

Q.  Have  you  had  any  special  rates  for  your  shipments  from 
here  to  points  this  side  of  New  York,  either  by  the  Erie  or  the 
Central  ?     A.  Yes,  sir. 

Q.  Has  your  products  generally  been  marketed  this  side  of 
New  York  or  outside  of  New  York  City  ?  A.  The  last  year  it 
has  been  marketed  largely  beyond  New  York  ;  almost  entirely. 

By  Mr.  Shipman  : 

Q.  Beyond,  you  mean,  in  New  England  ?  A.  No,  sir  ;  in 
Europe. 

By  Mr.  Laning  : 

Q.  You  have  manufactured  for  the  foreign  market?  A. 
Yes?  sir, 
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Q.  You  cannot  compete  with  the  western  millers  for  the 
foreign  market,  can  you,  successfully  ?     A.  We  cannot. 

By  Mr.  Shipman  : 

Q.  Tou  never  could  do  that  ?  A.  We  never  have  tried  until 
this  year ;  we  never  knew  anything  about  the  foreign  market 
— or  I  never  did. 

By  Mr.  Laning  : 

Q.  You  buy  your  wheat,  as  I  understand  you,  west,  because 
this  domestic  wheat  here  is  of  such  inferior  quality  you  can- 
not use  it  profitably?      A.  That  is  the  reason  we  buy  it  there. 

Q.  If  freights  were  lower  you  would  be  able  to  get  up  a  still 
sharper  competition,  wouldn't  you,  with  the  farmers  here  by 
patronizing  the  western  farmer  ?  A.  Well,  no  ;  I  can't  say 
we  would,  because  the  prices  of  wheat  in  Rochester  are  con- 
trolled entirely  by  the  markets  in  New  York. 

Q.  If  freights  were  lower  west,  it  would  depreciate  the 
property  here,  wouldn't  it ;  that  was  manufactured  here  of  the 
same  or  similar  grades,  in  just  the  same  proportion  ?  A.  It 
would  allow  us  to  manufacture  flour  so  as  to  compete  with 
western  mills. 

Q.  And  that  would,  of  course,  affect  the  price  that  farmers 
would  get  for  their  grain  here,  wouldn't  it  ?  A.  Not  necessa- 
rily, because,  as  I  say,  we  are  controlled  entirely  on  local 
wheat  by  the  prices  paid  by  country  buyers  who  ship  to  New 
York  ;  a  large  proportion  of  this  country  wheat  goes  to  New 
York,  and  if  they  pay  a  dollar  a  bushel,  we  are  obliged  to  pay 
a  dollar  here. 

Q.  Do  you  mean  to  say  that  this  Clawson  wheat — the  far- 
mers here,  in  raising  and  selling  this  Clawson  wheat,  control 
the  price  of  wheat  in  Milwaukee  ?     A.  I  do  not. 

Q.  Suppose  for  example,  that  freight  is  thirty  cents  from 
here  to  Milwaukee,  and  it  was  reduced  to  fifteen  cents,  wouldn't 
it  affect  the  market  value  of  wheat  here — that  raised  here— as 
well  as  that  you  brought  here  ?  A.  I  don't  know  why,  because 
there  is  no  wheat  shipped  from  here  to  Milwaukee. 

Q.  No  ;  but  the  product  is  consumed  here,  isn't  it  ?     A. 
You  said  from  here  to  Milwaukee  ;  do  you  mean  from  Milwau- 
kee here  ? 
6 
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Q.  Yes ;  from  Milwaukee  here  ?  A.  Please  repeat  the  ques- 
tion. 

Q.  If  freights  were  reduced  one-half  from  Milwaukee  here, 
wouldn't  it  affect  the  market  value  of  wheat  here  precisely  in 
accordance  with  the  reduction  ?  A.  It  would  affect  it  to  a 
very  limited  extent,  because  the  wheat  brought  from  Milwau- 
kee is  an  entirely  different  kind  of  wheat. 

Q.  If  you  could  buy  the  Milwaukee  wheat  so  it  would  stand 
you  in  here,  a  bushel,  less  than  you  could  buy  the  Olawson 
wheat,  the  farmer  could  not  very  well  sell  his  Clawson  wheat, 
could  he  ?     A.  He  could  not  sell  it  to  the  millers. 

Q.  Could  he  sell  it  to  anybody,  if  you  could  make  this  per- 
centage more  of  flour  out  of  the  Milwaukee  wheat,  than  you  can 
out  of  the  Clawson  wheat,  after  they  found  it  out  ?  A.  There 
is  no  reason  why  they  could  not ;  the  CJawson  wheat  is  a 
handsome  wheat,  and  sells  upon  its  appearance,  more  than 
upon  the  quality,  and  there  has  been,  ever  since  it  has  been 
raised  here,  a  foreign  demand  for  it. 

Q.  How  long  would  it  take  them,  in  the  foreign  market,  to 
find  out  it  was  an  inferior  wheat,  although  it  was  fair  to  look 
upon?  A.  A  great  while,  because  the  millers  in  England, 
instead  of  making  flour  from  one  kind  of  wheat,  as.  we  do  here, 
use  a  mixture  of  five  to  seven  different  grades,  and  they  would 
not  notice  an  inferior  quality  as  soon  as  we  would,  because 
there  would  be  a  less  proportion  of  it  in  the  flour. 

Q.  Isn't  it  inevitable,  that  the  lower  the  rates  of  freight  are, 
between  Milwaukee,  Chicago  and  New  York,  or  any  export 
town,  the  lower  the  market  of  domestic  wheat  must- be — does 
not  that  affect  the  value  of  the  market  ?  A.  You  are  talking 
now  of  through  freights  ? 

Q.  Yes,  and  you  are  in  New  York — the  lower  the  freight 
from  Milwaukee  to  New  York  or  any  seaport  town,  the  lower 
the  price  of  the  wheat  must  be  to  the  farmer  in  New  York  ? 
A.  That  depends  upon  whether  the  effect  of  the  low  rate  is  on 
raising  the  wheat  west,  or  in  lowering  it  in  the  eastern  market; 
sometimes  a  reduced  rate  on  freight  will  advance  the  price  of 
wheat  west,  and  the  eastern  market  remain  the  same. 

By  Mr.  Shipman  : 

Q.  If  the  price  of  wheat  advanced  west,  the  lowering  the 
rate  would  not  do  you  any  good  ;  if  they  reduced  the  freight 
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from  Milwaukee  here,  two  cents  a  bushel,  and  it  went  up  there 
two  cents  a  bushel,  that  would  not  help  you  ?  A.  I  don't 
say  that  was  what  made  it  go  up ;  we  were  talking  about 
through  rates  to  the  seaboard  ;  I  don't  know  that  the  changing 
ofa  rate  to  Rochester  would  affect  the  markets  very  materially  ; 
the  movements  of  wheat  are  so  large  now,  that  a  side  station 
like  this,  does  not  make  a  very  perceptible  difference. 

By  Mr.  Laning  : 

Q.  Don't  you  think  the  price  of  freight  has  anything  to  do 
with  the  market  value  of  wheat  at  a  seaport  town  ?  A.  Yes, 
sir. 

Q.  If  that  is  increased,  the  market  value  of  wheat,  as  a  rule, 
is  increased,  is  it  not  ?     A.  Sometimes. 

Q.  As  a  rule ;  of  course  there  may  be  a  mere  spasmodic 
result  ?  A.  I  cannot  tell  whether  that  would  be  a  rule  or  an 
exception  ;  it  would  affect  it  either  at  the  east  or  west. 

Q.  Suppose  it  did  not  cost  anything  to  get  Milwaukee  wheat 
in  New  York,  Baltimore  or  Philadelphia  ?  A.  Either  the 
western  farmer  would  get  more  for  his  wheat  or  the  eastern 
farmer  would  get  it  cheaper,  one  or  the  other. 

Q.  Suppose  he  got  it  there  precisely  at  the  same  rate  as  the 
New  York  farmer,  his  wheat  being  of  a  different  grade,  would 
not  he  have  the  advantage  over  the  New  York  farmer  ?  A.  He 
would,  a  little,  yes. 

By  Mr.  Mabtindale  : 

Q.  Wby  can't  you  ship  flour  from  Rochester  to  Europe,  a 
thousand  or  eight  hundred  miles  nearer,  as  cheaply  as  they 
can  from  Milwaukee  or  St.  Paul  ?  A.  I  am  not  well  enough 
versed  in  the  cost  of  carrying  freight  by  rail,  to  answer  that 
question,  a  railroad  man  could  answer  it  better  than  I 

Q.  You  know  that  you  cannot  ship  from  here  to  Europe  as 
cheaply  as  they  can  from  Milwaukee  ?  A.  I  have  heard  of 
lower  rates  from  the  west  to  Liverpool,  than  from  Rochester 
to  Liverpool. 

Q.  In  your  experience,  has  there  been  a  transaction  in  which 
a  quantity  of  flour  applied  for  at  your  mill,  was  not  taken,  but 
was  taken  from  Milwaukee,  on  account  of  the  cheaper  delivery 
in  New  York  ?  A.  I  don't  recollect  of  any  ;  it  must  have  been 
some  other  mill. 
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Q.  Now,  about  these  charges  on  a  barrel  of  flour,  in  getting 
wheat  and  delivering  the  barrel  of  flour  on  to  the  rail,  must 
not  those  charges  also  he  incurred  in  large  degree  in  Indian- 
apolis or  in  Milwaukee  ?  A.  It  depends  somewhat  on  the 
location  of  the  mills. 

Q.  Practically,  how  is  it ;  what  is  the  fact  in  that  regard  ? 
A.  We  have  in  the  mill  in  which  I  am  going  to  be  engaged  in 
the  west,  a  side  track  from  the  railroad  running  to  the  mill  and 
we  have  no  cartage  there. 

Q.  Is  that  generally  the  case  there'  ?  A.  I  don't  of  a  mill  in 
Indianapolis 

Q.  Practically  how  is  the  fact?  A.  It  is  so  with  all  the 
merchant  mills  that  I  know  of;  I  only  know  of  three  mills,  and 
they  all  have  side  tracks. 

Q.  Does  the  difference  in  the  price  of  barrels  largely  exceed 
this  additional  cost  in  the  transshipment  of  wheat  to  the  mill 
and  of  the  flour  back  to  the  rail  ?  A.  Are  you  speaking  now, 
or  desireing  me  to  compare  Indianapolis  with  Rochester. 

Q.  I  don't  know  about  Indianapolis — Milwaukee  or  Chicago  ? 
A.  I  understand  that  in  the  northwest,  barrels  cost  them  more 
than  the  barrels  here. 

Q.  How  many  cents  ?  A.  From  six  to  ten  cents  ;  in  Indian- 
apolis the  price  of  barrels  is  about  eight  cents  more  than  here, 
but  we  get  a  different  kind  of  barrel ;  I  don't  know  what  the 
cost  would  be  for  the  same  kind  of  barrel  we  use  here. 

Q.  You  get  a  different  kind  of  barrel — you  have  to  have  a 
different  kind  of  wood?  A.  We  use  oak  there,  instead  of  elm, 
that  we  use  here. 

Q.  Can  you  indicate  in  cents,  per  barrel,  the  difference  in 
the  cost  of  the  power  here  and  there  ?     A.  I  cannot. 

Q.  You  only  know  it  is  less  here  ?  A.  No,  I  cannot  swear 
to  that,  because  I  don't  know  how  much  it  costs  there ;  I  have 
not  had  any  experience  there  yet ;  I  will  know  better  in  a  year 
from  now. 

Q.  I  thought  you  said  you  had  made  an  estimate,  and  it  was 
cheaper  here  than  there  ?     A.  The  power  ? 

Q.  Yes?  A.  No  specific  figures ;  I  have  not  made  any  figures 
on  it. 

By  Mr.  Laning  : 

Q.  Can't  you  buy  wheat  cheaper  in  Indianapolis  than  you 
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can  buy  it  either  in  Chicago  or  Minneapolis  ?  A.  That  is  a 
hard  question  to  answer,  because  the  wheat  is  not  the  same 
kind ;  you  buy  different  wheat  in  Indianapolis  than  you  do  in 
Chicago  or  Milwaukee. 

By  Mr.  Shipman  : 

Q.  What  are  your  barrels  made  of  here  ?  A.  The  barrels 
that  we  have  been  using  are  elm  staves  and  softwood  head 
and  ash  hoops. 

Q.  Those  that  you  get  at  Indianapolis  are  made  of  oak?  A. 
Solid  oak  with  hickorj'  huops. 

Q.  How  much  more  is  a  barrel  of  flour  with  an  oak  barrel 
and  hickory  hoops  worth  than  one  of  your  barrels  here  ?  A. 
Oh,  I  don't  know  ;  of  course,  a  good  package  helps  sell  goods 
always. 

Q.  Exactly ;  it  is  worth  something  when  the  flour  is  out,  isn't 
it  ?  A.  I  don't  know  as  there  is  any  difference  in  that ;  empty 
barrels  are  considered  dead  property  anyway — worth  a  nominal 
price. 

By  Mr.  Laning  : 

Q.  At  what  point  west,  do  you  know,  is  the  great  point  for 
manufacturing  flour — Minneapolis,  isn't  it  ?  A.  I  understand 
St.  Louis  makes  more  flour  than  any  other  point. 

Q.  Minneapolis  is  also  a  large  point  ?  A.  Minneapolis  is  a 
large  milling  point,  next  probably ;  I  don't  know  but  Minne- 
apolis makes  more  than  St.  Louis  at  the  present  time. 

Q.  Wheat  is  considerably  cheaper  at  either  of  those  points 
than  at  Chicago  or  Milwaukee,  isn't  it  ?  A.  I  know  nothing  of 
the  price  of  wheat  in  Minneapolis,  positively. 

Becess. 


Afternoon  Session. 

Charles  F.  Pond,  being  duly  sworn,  testifies  as  follows  : 

By  Mr.  Martindale  : 

Q.  Have  you  been  engaged  in  the  milling  business  in  the 
City  of  Rochester  ?    A.  Yes,  sir. 
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Q.  Operating  what  mill?  A.  What  is  called  the  Model 
Mills. 

Q.  On  which  race  ?  A.  On  the  upper  race ;  on  the  east  side 
of  the  river. 

Q.  From  what  time  to  what  time  were  you  thus  engaged  ? 
A.  I  have  been  there  since  January,  1869 ;  previous  to  that, 
for  two  years,  I  had  been  in  the  Shawmut  Mills  on  the  lower 
race. 

Q.  Are  you  still  in  the  business  ?     A.  No,  sir. 

Q.  How  long  since  you  went  out  of  it  ?  A.  A  week  ago 
to-day. 

Q.  What  has  been  the  effect  of  the  discrimination  in  rail- 
road freights  upon  the  milling  business  in  Rochester  ?  A.  I 
consider  that  it  has  killed  it — ruined  the  business. 

Q.  Is  it  practically  anything  but  a  question  of  time  whether 
the  business  can  be  continued  or  no,  under  the  present  system 
of  discrimination?     A.  Not  in  my  judgment. 

Q.  Now,  you  may  tell  the  reason  why — the  facts,  which  you 
know,  to  verify  that  conclusion  ?  A.  We  cannot  compete  in 
price ;  in  other  words,  we  cannot  deliver  flour  at  eastern 
points,  New  York  or  Boston  points  as  low  as  they  can  from 
the  west. 

Q.  And  that  by  reason  of  the  discrimination  in  freights  ?  A. 
Certainly  ;  and  it  is  the  same  to  ship  on  the  other  side  of  the 
water. 

Q.  Do  you  know  practically  what  was  the  difference  between 
the  freight  on  a  barrel  of  flour,  say  from  Chicago  to  New  York, 
manufactured  in  a  mill  there,  and  the  freight  on  the  wheat 
brought  here  and  converted  into  flour,  and  from  here  shipped 
to  New  York  ?  A.  Well,  of  course,  it  varies ;  it  has  varied 
materially,  and  sometimes  there  is  a  greater  difference  and 
sometimes  less  ;  it  depends  upon  what  the  rates  are. 

Q.  Give  us  the  limitation  within  which  these  variations 
were ;  from  how  much  to  how  much  ?  A.  Of  course,  I  give 
my  own  opinion,  based  upon  figures  which  I  assume  are  cor- 
rect, as  the  open  rates  of  freight  from  the  western  points, 
compared  with  our  rates  from  here. 

Q.  What  differences  have  ruled  ?  A.  It  has  varied  from  25 
to  50  cents  a  barrel. 

Q.  There  is  the  wheat  which  is  produced  at  the  west ;  that 
has  to  be  converted  into   flour  ?     A.  Certainly  ;  the  price  of 
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our  wheat  here  generally  rules  about  the  same  as  the  same 
quality  of  wheat  laid  down  here  from  the  West,  after  paying 
the  freight. 

Q.  And  the  wheat  is  produced  there  ;  it  has  to  be  put 
through  the  mill  and  got  into  flour,  and  the  difference,  as  you 
say,  ranges  from  25  to  50  cents,  whether  it  be  run  through  the 
mills  up  there  and  slapped,  or  whether  it  be  brought  here  and 
run  through  the  mills  A  Yes,  sir  ;  I  refer  now  to  the  differ- 
ence in  freights  alone  ;  in  any  figures  that  I  have  made  on  the 
subject,  I  have  left  out  all  other  questions  of  barrels  and  ex- 
penses of  haul,  and  all  that  sort  of  thing,  as  not  being  ger- 
main  to  the  subject. 

Q.  I  want  to  call  your  attention  to  some  things  named  here  ; 
it  is  said  that  against  you  is  the  expense  of  unloading  the 
wheat  and  getting  it  back  again,  when  ground,  on  to  the  cars,  to 
journey  on  the  to  seaboard ;  can  you  tell  me  about  how  much 
that  would  be — how  many  cents  per  barrel?  A.  We  pay — 
our  mill  is  a  long  distance  from  the  elevator ;  we  are  on  the 
other  side  of  the  river  we  pay  60  cents  a  hundred  bushels  for 
drawing  wheat ;  we  pay  two  cents  a  barrel  for  drawing  the 
flour  back  to  the  flour  warehouse — that  is,  where  it  comes  by 
the  Central;  in  fact,  we  pay  the  same  to  both  roads. 

Q.  That  would  not  be,  all  told,  a  cent  a  bushel  on  the  wheat  ? 
A.  No.  sir  ;  it  is  six  mills  on  a  bushel  of  wheat,  and  two  cents  on 
a  barrel  of  flour. 

Q.  It  would  not  be  one  cent  a  bushel  on  the  wheat  ?  A.  No, 
sir. 

Q.  What  advantage  would  you  have  in  the  way  of  the  pack- 
ages— the  barrels  ?  A.  I  am  informed  that  barrels  cost — for 
instance,  at  Indianapolis,  Indiana,  they  pay  36  cents  for  bar- 
rels ;  we  pay  for  a  similar  barrel,  round  hoop,  oak  barrel,  31 
cents ;  we  buy  flat  hoop  barrels— I  believe  they  do  not  use  flat 
hoop  barrels  there — probably  a  large  proportion  of  our  flour 
here  is  shipped  in  flat  hoop  elm  barrels,  which  cost  25  to  26 
cents  ;  that  has  been  the  price  for  the  last  six  months,  prob- 
ably. 

Q.  The  timber  grows  around  in  this   neighborhood  from 
which  you  can  produce  that  package?     A.  Yes,  sir. 
Q.  And  thus  you  have  that  advantage?     A.  Yes,  sir. 
Q.  Then  as  to  the  power,  what  is  its  comparative  cheapness? 
A.  Never  having  run  a  steam  mill,  I  could  not  say,  except  from 
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the  opinion  of  those  who  have  ;  I  was  in  Chicago  at  the  mill- 
er's convention  in  May,  and  I  paid  some  attention  to  getting 
from  those  who  run  steam  mills  in  the  west,  the  average  cost, 
and  I  found  that  where  they  bought  their  coal  at  $'2  to  $2.25  a 
ton,  it  cost  them  from  eight  to  eleven  cents  a  barrel  for  their 
steam ;  that  was  the  price  they  gave  me ;  Mr.  Gibson,  of  In- 
dianapolis, who  does  a  business  of  150,000  barrels,  told 
me  that  he  called  his  steam,  seven  cents  a  barrel ;  he  was  the 
lowest  of  any  one  that  I  talked  with. 

Q.  What  do  you  call  your  power  here  ?  A.  Our  power  here, 
of  course,  is  a  part  of  the  real  estate ;  the  water  power  in 
Boehester  is  different  from  what  it  is  in  Oswego  and  most  other 
places  I  find ;  there  the  power  is  owned  by  stock  companies ; 
here  it  is  owned  by  the  mills. 

Q.  So  that  what  costs  at  the  cheapest  estimate,  seven  cents  per 
barrel  in  Indianapolis,  costs  nothing  here?  A.  Yes,  sir;  that 
is  the  way  it  has  always  been  figured,  for  the  reason  that  the 
water  power  is  a  part  of  the  real  estate. 

By  Mr.  Shipman  : 

Q.  It  is  a  part  of  your  capital  ?  A.  Yes,  sir  ;  we  never  have 
figured  on  that,  because  a  mill  which  you  can  buy  in  Boehester 
for  $30,000,  would  cost  $60,000  at  the  west ;  there  is  no  doubt 
about  that. 

By  Mr.  Maetindale  : 

Q.  That  is,  the  real  estate  there  and  the  appurtenant  ma- 
chinery, is  far  more  costly  than  the  real  estate  here,  including 
the  motive  power  ?  A.  It  is,  judging  from  what  information  I 
have  had  on  the  subject,  from  conversation  with  western  mill- 
ers. 

Q.  So  that  the  disadvantage  of  unloading  the  wheat  and 
the  cost  to  the  carrier  of  the  unloading  and  having  it  con- 
verted into  flour  here  is  offset  by  advantages  to  you  in  the  cost 
on  a  barrel  of  at  least  seven  cents,  in  the  power  of  grinding? 
A.  Yes,  sir,  I  should  say  so. 

Q.  At  all  events,  you  have  got  this  large  advantage  in  your 
favor,  which  advantage  I  have  described  ?     A.  Yes. 

Q.  And  nevertheless,  the  discrimination  in  freights,  renders 
it  impossible  to  carry  on  the  business  here  at  a  profit?  A. 
That  is  my  judgment ;  that  is  the  reason  I  left  the  business. 


1167 

By  Mr.  Shipman  : 

Q.  How  are  the  mills  of  Minneapolis  run — by  water  power 
or  steam  ?     A.  Most  of  them  by  water. 

Q.  Then  that  element  don't  exist  there?     A.  No,  sir. 

Q.  That  is  a  large  milling  center  ?     A.  Yes,  sir. 

Q.  The  largest  in  the  United  States  except  St.  Louis  ?  A. 
I  suppose  it  is. 

Q.  You  know,  generally,  through  the  west — how  is  it  in 
Chicago  ?     A.  In  Chicago  it  is  steam. 

Q.  Is  there  a  large  milling  interest  in  Chicago  ?  A.  There 
are  a  number  of  large  mills  there  ;  I  don't  remember  now  how 
many  run  of  stone  there  are. 

Q.  You  have  brought  wheat  from  Chicago  and  from  Milwau- 
kee here  for  manufacturing  into  flour  ?  A.  Yes,  sir ;  princi- 
pally from  Milwaukee. 

Q.  On  your  freight  bills  was  it  a  through  rate  charged  you 
from  there  here  in  one  lump?  A.  No,  sir;  there  is  one 
thing  which  we  never  succeeded  in  getting,  although  we  ap- 
plied for  it  a  great  many  times — a  through  rate  to  Rochester. 

Q.  On  your  freight  bill  was  the  rate  to  Rochester  or  Buf- 
falo ?     A.  Buffalo  or  Suspension  Bridge. 

Q.  The  New  York  Central  and  the  Erie,  whichever  brings 
it  to  that  point,  carries  it  east  ?     A.  Yes,  sir. 

Q.  And  brings  it  here  ?     A.  Yes,  sir. 

Q.  What  is  the  price  per  bushel  from  Buffalo  here  ?  A. 
Three  cents  now,  I  believe. 

Q.  Is  that  a  fair  price  ?  A.  Well,  sir — yes,  sir  ;  it  is  a  fair 
price. 

Q.  Haven't  the  millers  generally  conceded  that  it  was  a  fair 
price?  A.  Certainly;  I  don't  understand  that  there  has  ever 
been  any  complaint  here  of  the  price  we  paid,  being  fair  of 
itself  for  the  work  done ;  the  only  question  was  we  were 
charged  so  much  more  in  proportion  than  people  west  of  us. 

Q.  In  other  words,  the  western  roads  do  it  so  cheap  as  to 
injure  you  ?  A.  I  don't  say  the  western  roads  do  it,  because 
on  the  bills  of  lading  that  I.  have  seen  the  eastern  roads,  the 
roads  in  our  State,  more  particularly  the  Central;  I  have  seen 
the  in  freight  bills,  where  their  proportion  of  the  freight  was 
credited  on  the  bill,  which  showed  that  they  were  carrying — 
in  other  words,  they  would  carry  flour  which  was  coming  from 
the  west  to  be  delivered  east,  coming  over  the  Central  Itoad 
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where  the  freight  from  Buffalo  was  twenty  cents  a  barrel,  that 
their  proportion  was  between  eleven  and  twelve  cents. 

By  Mr.  Laning  : 

Q.  In  other  words,  on  the  through  rate  they  got  eleven  and 
twelve  cents  instead  of  twenty,  if  it  had  been  local  over  their 
own  road  all  the  way  ?  A.  Yes,  sir  ;  they  carried  it  the  same 
distance  in  both  cases. 

By  Mr.  Shipman  :  ' 

Q.  Do  you  know  whether  the  combined  rate  from  Buffalo  to 
Kochester,  and  from  Eochester  to  Utica,  for  instance,  is  just 
the  same  as  the  rate  from  Buffalo  direct  to  Utica  ?  A.  No, 
sir,  I  do  not ;  I  never  had  occasion  to  inquire  as  to  what  the 
rate  from  Buffalo  to  Utica  was. 

Q.  I  only  use  that  as  an  illustration— and  any  other  eastern 
point?  A.  I  have  never  heard  much  about  the  rates  from 
Buffalo  because  we  always  considered  that  Buffalo  was  in 
about  the  same  predicament  that  we  were. 

Q.  You  consider  the  trouble  to  be  west  of  Buffalo  ?  A. 
Well,  sir,  no ;  I  can't  say  that  I  do,  because  the  roads  through 
our  State  only  get  on  the  through  rate  their  proportion  of 
the  through  freight  from  the  west. 

Q.  That  is  all  they  can  get,  isn't  it  ?     A.  Yes,  sir. 

Q.  How  can  you  change  that?.  A.  If  you  and  I  were  to 
put  iip  a  job  on  somebody  together,  I  should  not  say  that  you 
alone  were  responsible  for  the  job  ;  I  should  say  that  we  were 
equally  and  jointly  liable. 

Q.  Don't  you  know  that  the  roads  at  Chicago  make  the  rate 
from  Chicago  to  New  York  ?  A.  Yes,  sir ;  but  if  the  New 
York  Central  and  the  Erie  are  in  combination  with  them, 
and  say  to  them,  whatever  arrangement  you  make,  we  will 
take  our  pro  rata  share  ;  I  do  not  see  that  you  can  charge  it 
on  the  western  road  more  than  you  can  on  the  New  York 
Central ;  each  must  bear  their  share  of  the  blame,  if  there  is 
any. 

Q.  Suppose,  by  the  action  of  the  Erie  and  the  New  York 
Central,  the  rates  between  Chicago  ard  New  York  over  those 
two  roads  is  put  up  five  or  ten  cents  a  bushel,  what  effect 
would  that  have  on  the  grain  trade  in  the  State  of  New  York  ? 
A,  I  suppose  it  would  have  a,  tendency  to  divert  the  trade 
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away  from  the  City  of  New  York  ;  that  is  a  plain  proposition  ; 
the  west  is  not  going  to  pay  any  more  freight  on  their  grain 
than  they  can  help  ;  they  would  take  the  cheapest  freight. 

Q.  The  Pennsylvania,  Baltimore  &  Ohio  and  the  Grand 
Trunk  would  carry  the  grain  ?  A.  I  suppose  that  is  so ;  of 
course. 

By  Mr.  Lanning  : 

Q.  Don't  you  know  that,  say  up  to  five  years  ago,  the  quan- 
tity of  wheat  received  in  New  York  for  ten  years,  had  steadily 
diminished,  and  the  quantity  of  grains — wheat  and  other 
grains — wheat  principally,  had  steadily  increased  in  the  ports 
of  Baltimore,  Philadelphia,  Boston  and  Montreal,  in  propor- 
tion to  the  diminution  in  New  York  ?  A.  I  can't  say  that  I 
know  it. 

Q.  Don't  you  know  it  as  a  matter  of  history,  as  a  matter  of 
general  information,  that  New  York  lost  50  per  cent,  of  the 
grain  trade,  within  the  ten  years  preceding  1875  ?  A.  I  shall 
not  deny  that  it  is  so,  but  I  will  plead  ignorance  on  this  sub- 
ject so  far  as  this  question  is  concerned. 

Q.  Have  you  observed  the  increase  of  trade  in  New  York, 
within  the  last  five  years,  since  these  railroads  in  our  own 
State  commenced  carrying  grain,  that  the  increase  of  New 
York  has  been  at  least  '25  per  cent.,  while  there  has  been  a 
corresponding  diminution  in  Baltimore,  Philadelphia,  Boston 
and  Montreal  ?  A.  I  believe  that  is  so,  but  I  won't  saj  for 
certain  of  my  own  knowledge. 

Q.  Don't  you  know  that,  in  many  instances,  the  grain  ship- 
ped at  Chicago  and  Milwaukee  and  those  other  places,  and  west 
of  there,  St.  Louis,  is  shipped  direct  to  Liverpool ;  there  is  a 
through  rate  to  Liverpool  or  European  ports  ?     A.     Yes,  sir. 

Q.  And  a  certain  proportion  of  that  rate  only  is  apportioned  to 
the  railroads  running  from  those  points  to  the  seaboard  ,  now, 
of  necessity,  if  the  New  York  Central  and  the  Erie  Bailway 
would  not  carry  for  the  same  proportion  which  is  allotted  and 
which  is  accepted  by  the  Pennsylvania  Central,  Baltimore  & 
Ohio  and  the  Grand  Trunk  and  Canada  roads,  they  would  not 
get  a  bushel  of  it,  would  they  ?  A.  I  don't  suppose  they 
would,  unless  they  carried  so  a  man  could  get  it  as  cheap  in 
New  York  as  he  could  get  it  at  the  other  ports. 

Q.  So  |that  ;:the  other  trunk  lines  in  fact,  and  the  shipper 
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who  controls  the  destination  in  fact,  controls  the  rate  and  the 
apportionment  you  get  in  this  State,  don't  they  ?     A.  Yes,  sir. 

Q.  Then  your  only  remedy,  if  you  have  any,  would  be  to 
compel  the  railroads  in  this  State  to  carry  your  property  from 
here  to  the  seaboard  for  the  same  pro  rata  rate  that  they  get 
on  this  through  rate,  that  they  are  compelled  to  take  or  lose 
the  trade  entirely,  without  it  ?  A.  So  far  as  that  mere  questions 
of  freights  is  concerned ;  if  there  was  no  other  matter  entering 
in — purely  as  a  matter  of  freight — if  that  was  the  obstacle  to 
our  trade,  of  course  we  can't  do  it,  uuless  we  have  a  rate  of 
freight  which  is  pro  rata  to  theirs. 

Q.  Isn't  this  condition  of  things,  this  market  that  has  grown 
up  within  a  few  years  on  the  other  side,  and  which  controls 
the  price  of  freight  as  well  as  the  price  of  the  material  carried, 
isn't  that,  after  all,  the  thing  that  has  produced  this  condition 
of  things  with  you  here,  this  discrimination,  this  lower  rate, 
which  of  necessity  has  been  created  ?  A.  I  cannot  say  what 
has  produced  it,  but  I  can  say  what  it  has  produced,  so  far  as 
we  are  concerned ;  it  has  really  driven  us  out  of  business,  and 
I  say,  without  fear  of  contradiction,  that  a  man  can  not  run  a 
mill  in  Rochester  to-day  and  compete  with  the  west,  so  long 
as  the  railroad  companies  keep  freights  on  local  property  from 
here  to  the  seaboard  at  the  old  rates  and  give  the  through 
rates,  on  account  of  the  competition  with  other  roads,  give  low 
rates  of  freight  to  them. 

Q.  Do  you  think  the  trunk  lines  of  this  State,  as  a  whole,  on 
their  business  are  enabled  to  do  anything  more  than  earn  their 
dividends — fair  dividends,  and  keep  their  roads  in  proper  re- 
pair, to  accommodate  the  public?  A.  That  is  a  general  pro- 
position. 

Mr.  Martixdale— It  is  the  opinion  of  this  witness^ — the  fact 
that  he  is  driven  out  of  business  appears,  and  the  reason 
why  he  is  driven  out  of  business  appears,  and  now  you  ask  him 
if,  in  his  judgment,  they  can  impose  lower  freights  and  pay 
dividends. 

Mr.  Shipman — That  is  an  important  consideration  for  this 
Legislature  to  understand. 

The  Witness — As  a  business  proposition,  I  believe  that  the 
railroad  companies  can  carry  my  property,  or  any  other  man's 
in  Rochester,  to  the  seaboard  for  the  same  relative  cost  that 
they  can  for  a  man  in  Minneapolis,  or  St.  Louis,  or  Indiana- 
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polis,  or  Chicago,  or  Milwaukee,  or  any  other  place,  and  pay 
dividends  on.  the  road. 

Q.  By  that,  do  you  mean  to  say  that  you  believe  that  they  can 
carry  it  for  the  pro  rata  price  they  are  obliged  to  take  in  order 
to  secure  for  the  State  of  New  York  this  western  trade  ?  A. 
Well,  that  depends  upon  the  amount  of  business  ;  we  all  know 
— I  can  recollect  only  a  few  years  ago,  when  350  bushels  was 
a  car  load  on  the  New  York  Ceutral,  they  would  not  take  any 
more,  but  to-day  they  carry  450 ;  now,  I  suppose,  as  a  matter 
of  business,  that  they  can  carry  450  bushels  in  the  same  car 
cheaper  than  they  can  carry  350  bushels  ;  I  suppose  it  is  the 
same  as  in  the  milling  business ;  we  can  do  a  business  of  50,000 
barrels  a  great  deal  cheaper  per  barrel  than  we  can  a  business 
of  ^0,000  barrels  ;  if  they  increase  the  volume  of  business,  they 
can  carry  more  stuff  with  the  same  railroad,  and  therefore  a 
lower  rate  of  freight  will  pay  dividends  upon  the  increased 
business. 

Q.  But  the  railroads  do  not  create  the  business  do  they  ? 
A.  No,  sir;  but  they  have  to  increase  and  do  increase  with. the 
volume  of  business. 

Q.  They  have  to  increase  the  facilities  as  business  increases  ? 
A.  Certainly. 

Q.  How  long  has  it  been  since  this  business  has  grown  up 
to  any  extent,  of  manufacturing  flour  at  the  west  and 
shipping  it  east  in  large  quantities  as  a  business?  A.  Oh,  they 
have  been  shipping  there  for  fifteen  or  twenty  years. 

Q.  Yes,  but  you  understand  until  within  a  very  few  years 
grain  came  forward  in  bulk  from  the  west  and  was  manufac- 
tured in  the  east  ?  A.  Yes,  sir ;  but  I  suppose  it  is  an  open 
secret  that  the  shipments  of  wheat  to  Europe  have  increased 
in  very  much  greater  proportion  than  the  shipment  of  flour ; 
on  the  contrary,  the  shipments  of  flour  have  decreased  and  the 
shipments  of  wheat  have  increased ;  one  of  the  difficulties,  as 
I  understand  it,  according  to  my  figures,  is  that  the  rates  on 
wheat  are  proportionately  lower  than  those  on  flour. 

Q.  How  much  is  the  depreciation  in  quantity  on  flour  for  the 
last  five  years,  say  ?  A.  I  do  not  mean  to  say  that  the  amount 
•of  flour  is  actually  less  than  it  was. 

Q.  I  say  compared  with  wheat — jomparatively  with  the  whole 
amount  shipped  ?     A.  I  could  not  give  you  the  ratio. 

Q.  Twenty-five  per  cent.  ?  A.  I  could  not  give  you  the 
figures. 
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Q.  There  is  a  perceptible  diminution  in  proportion  to  the 
quantity  ?  A.  Yes,  sir,  I  think  there  is  ;  I  think  there  is  more 
wheat  shipped  to-day  in  proportion  than  there  is  flour. 

Q.  And  this  wheat  is  manufactured  into  flour  in  Europe,  I 
suppose  ?     A.  Yes,  sir. 

Q.  That,  very  likely,  has  something  to  do  with  the  effect  on 
your  business  here  ?  A.  No,  sir,  because  our  business  here 
has  been  in  this  country. 

Q.  That  is  your  business ;  but  some  millers  who  have  testi- 
fied here  speak  of  having  a  market  on  the  other  side  for  their 
production ;  your  business  has  been  confined  entirely  to  this 
country  ?     A.  Yes,  sir,  I  had  the  sense  to  confine  it  here. 

By  Mr.  Shipman  : 

Q.  What  you  call  the  jobbing  business  ?  A.  Yes,  sir;  fifteen 
or  .twenty  years  ago  the  Rochester  millers  shipped  flour  to 
Europe  the  same  way,  with  the  same  results ;  the  remark  I 
made  when  they  commenced  shipping  a  year  ago  was  if  we 
could  not  compete  in  the  eastern  markets  in  this  country  with 
the  west  in  the  sale  of  flour,  we  could  not,  by  adding  3,000  miles 
to  it,  compete  there  and  my  remark  has  proved  correct. 

By  Mr.  Laning  : 

Q.  Ten  years  ago,  in  this  business,  where  did  you  purchase 
your  wheat,  as  a  rule  ?  A.  The  spring  wheat  largely  at  the 
west — all  of  it,  in  fact. 

Q.  Where  did  you  purchase  the  wheat  that  you  manufac- 
tured into  flour,  as  a  rule  ?  A.  Winter  wheat  largely  here,  and 
spring  wheat  at  the  west. 

Q.  Say  ten  years  ago,  which  kind  did  you  most  manufacture 
into  flour,  in  your  mill  ?  A.  We  manufactured  mostly  winter 
wheat. 

Q.  And  you  purchased  your  wheat  mostly  here,  didn't  you  ? 
A.  No,  sir ;  Toledo  and  Detroit. 

Q.  You  purchased  here  also  ten  years  ago  ?  A  Yes,  sir ; 
within  the  last  ten  years  the  quality  of  wheat  has  decreased 
very  much. 

Q.  I  am  speaking  of  ten  years  ago  ?  A.  Yes,  sir,  so  am  I ; 
we  have  not  raised  what  we  call  "  the  Soles  wheat  "  in  this 
section  for  the  last  ten  years  to  amount  to  anything. 

Q.  When  the  farmers  raised  in  this  State  about  you  here,  the 
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same  grade  of  wheat,  or  a  grade  relatively  the  same  as  was 
raised  at  the  west,  yon  purchased  of  them  here,  didn't  you  ? 
A.  Yes,  sir. 

Q.  Their  wheat  was  manufactured  here,  all  that  went  to 
market?    A.  Yes,  sir. 

Q.  Since,  tk«y  havo  changed  the  quality  of  the  grade  and 
you  prefer  to  purchase  elsewhere  ?  A.  Yes,  sir,  so  far  as  that 
is  concerned,  there  has  been  so  many  changes ;  up  to  ten  years 
ago,  the  milling  business  of  Rochester  was  largely  done — what 
we  call  merchant  milling  ;  the  wheat  was  bought  arid  the  flour 
shipped  to  New  York  on  consignment — New  York  and  Boston  ; 
for  the  last  10,  11  or  12  years  the  business  has  changed  right 
over  and  there  is  hardly  any  sold  on  consignment ;  it  is  done  as 
he  suggested,  a  jobbing  trade;  so  the  whole  business  has 
changed  since  I  have  been  in  it.  once  or  twice  over,  went  from 
one  thing  to  another. 

Q.  So  instead  of  as  you  used  to  do,  send  your  property  to 
New  York  and  having  it  sold  for  your  benefit,  now  you  sell  ab- 
solutely?    A.  Yes,  sir. 

By  Mr.  Baker  : 

Q.  What  has  occasioned  that  change  in  the  last  ten  years 
that  you  speak  of?  A.  The  change  was  owing  to  the  fact  that 
it  was  a  speculation  ;  yon  buy  20,000  or  50,000  or  100,000  bush- 
els of  wheat  in  Milwaukee  or  Chicago  to-day,  on  the  New  York 
market  or  the  Liverpool  market,  and  by  the  time  the  flour  got 
there  it  might  be  down  25  or  50  cents  a  barrel,  so  you  would 
actually  lose  money  instead  of  making  it. 

By  Mr.  Laning  : 

Q.  What  does  it  cost  to  make  a  barrel  of  flour  in  your  mill 
here?  A.  That  depends  very  largely  upon  the  amount  of  flour 
you  manufacture,  but  50  cents  a  barrel  is  perhaps  an  average 
cost  for  the  last  ten  years. 

Q.  Does  that  include  the  barrel  ?     A.  No,  sir. 

Q.  What  has  been  the  average  price  of  your  barrel  for  the 
last  ten  years  ?  A.  In  figuring  the  cost  of  a  barrel  of  flour, 
it  has  been  our  custom  to  figure  at  75  cents  for  the  barrel  and 
milling. 

Q.  Has  there  been  any  material  variation  upon  the  same 
grade  of  wheat  here  in  the  market,  with  that  of  Milwaukee  or 
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Chicago,  w ith  the  exception  of  freight  ?  A.  Those  are  spring 
wheat  markets,  and  you  caunot  compare  Rochester  wheat  with 
those  markets. 

Q.  You  have  a  relative  comparison?  A.  Toledo  and  De- 
troit are  winter  wheat  markets  and  would  compare  with  our 
wheat  here. 

Q.  Take  a  relative  western  market  for  the  same  grade  raised 
here,  of  course  there  is  a  relative  value  between  spring  and 
winter  wheat  ?  A.  Generally  speaking,  we  can  buy  our  wheat 
here  for  a  little  less  money  than  we  can  buy  the  western  winter 
wheat  of  the  same  grade  and  pay  the  freight  on  it  and  deliver  ic 
here,  but  as  I  say  for  the  last  ten  years  the  most  of  the  time 
the  same  grades  of  wheat  in  Toledo  for  instance,  were,  generally 
speaking,  a  little  better  quality  than  our  wheat  here  and 
therefore  you  could  afford  to  pay  a  little  more;  it  was  just  as 
cheap  at  a  few  cents  difference  in  price. 

Q  You  millers  here,  I  suppose,  have  bought  where  you 
could  buy  the  cheapest  and  get  the  best  quality  for  the  money  ? 
A.  Yes,  sir. 

Q.  You  didn't  stop  to  consider  whether  it  was  raised  by  a 
farmer  in  Ohio,  or  Michigan,  or  Minnesota  or  New  York?  A. 
No,  sir  ;  it  was  not  an  eleemosynary  institution. 

By  Mr.  Martindale  : 

Q.  You  are  not  an  elemosyuary  institution  ;  you  are  con- 
ducting a  private  business  ?     A.  Yes,  sir. 

Q.  You  do  not  regard  yourself  as  being  at  all  engaged  in  a 
public  business  ?     A.  No,  sir. 

By  Mr.  Shipman  : 

Q.  Assuming  that  100  barrels  of  flour  was  shipped  from 
Milwaukee  to  TJtica,  they  pass  through  Rochester ;  now  do 
you,  or  do  you  not,  kuow  that  the  New  York  Central  Road 
gets  precisely  the  same  for  transporting  that  flour  from  Roches- 
ter to  Utica  that  they  do  your  flour  from  Rochester  to  Utica  ? 
A.  I  don't  know  the  fact,  and  I  doubt  the  truth  of  it. 

Q.  You  don't  know  it?  A.  Well,  I  should  be  willing  to 
wager  something  on  it. 

By  Mr.  Mabtindale  : 

Q.  Do  you  know  any  reason  why  the  manufacturer  of  flour 
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in  a  western  State  should  have  the  transportation  of  his  bar- 
rel of  flour  over,  say,  the  New  York  Central  Eailroad  to  New 
York  at  a  cheaper  rate  than  the  manufacturer  here  in  the  City 
of  Rochester  ?  A.  I  only  know  one  reason,  which  I  do  not 
consider  a  good  one. 

Q.  Let  its  have  it  ?  A.  That  is  the  reason  given  by  the  rail- 
road companies,  that  they  have  got  to  have  it,  in  order  to  com- 
pete with  some  other  roads  of  other  States ;  in  other  words, 
people  living  in  this  State  must  pay  the  money  to  give  the 
dividends,  in  order  that  they  can  do  the  through  freight  in 
competition  with  other  roads  of  other  States  ;  I  do  not  think 
it  is  a  sound  argument  myself  ;  they  do  ;  I  probably  should 
think  so  if  I  was  on  their  side  of  the  house. 

Q.  Can  you  see  any  manner  in  which  the  interest  of  the  City 
of  New  York,  or  its  business,  would  be  injuriously  affected  if 
the  whole  milling  power  of  the  City  of  Rochester  could  be 
employed  in  making  flour  and  transmitting  it  to  that  port — to 
that  market  ?     A.  No,  sir. 

Q.  On  the  contrary,  it  would  so  much  increase  the  prosper- 
ity of  New  York ;  have  you  any  means  of  knowing  whether  or 
no  the  transportation  of  freight  over  the  railroads  of  New 
York  to  the  City  of  New  York  from  the  west  is  at  a  loss  or  at 
a  profit  ?  A.  Only  from  the  general  statements  which  I  have 
heard  on  the  subject  from  railroad  men. 

Q.  You  don't  know?  A.  I  have  heard  statements  made, 
and  I  assume  that  the  New  York  Central,  or  any  other 
road,  or  the  New  York  &  Erie,  would  not  take  this  through 
freight  unless  there  was  money  in  it ;  they  say  they  are  not 
an  eleemosynary  institution,  and  I  take  their  word  for  it ; 
therefore,  I  assume  that  they  are  not  carrying  freight  for 
nothing  or  at  a  loss. 

Q.  The  fact  is  that  the  business  of  Rochester  in  which  you 
were  engaged,  was  subjected  to  this  ruinous  assessment  on  the 
pretense  that  it  was  necessary  to  give  them  dividends,  to  com- 
pensate for  the  diminished  rates  west  ?  A.  I  have  their  word 
for  it. 

By  Mr.  Laning  : 

Q.  Assuming  the  rate  of  flour  from  Rochester  to  New  York 
at  20  cents  a  barrel,  now  what  proportion  of  that  is  paid  for 
lighterage,  for   terminal    charges    of    that  20   cents?    A,  A 
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certain  amount  of  floor  shipped  went  lighterage  free,  and 
therefore  we  generally  shipped,  I  think,  it  was  three  hundred 
or  five  hundred  barrels — lots  of  three  hundred  or  five  hundred 
barrels — I  don't  know  but  it  got  down  as  low  as  three  hun- 
dred. 

Q.  The  terminal  charges  have  to  be  paid  by  somebody?  A 
I  suppose  so. 

Q.  About  7  cents  a  barrel  ?  A.  We  never  paid  the  freight 
at  that  end. 

Q.  Assuming  it  to  be  7  cents  a  barrel  on  your  rate  of 
"20  cents  it  would  leavebut  13  cents  for  the  carriage  ?  A.  Tes,  sir. 

Q.  Whereas,  if  it  was  carried  from  Chicago  or  Milwaukee  to 
Xew  York,  it  would  be  pro  rata  over  the  whole  line  ?  A.  I  don't 
know  how  thev  divide  their  expenses  that  war  ;  I  suppose  thev 
do. 

Q.  Have  you  ever  had  any  fault  to  find  with  the  charges 
that  have  been  made  yon  here,  for  carrying  freight  from  here 
to  New  York?  A.  Xo,  sir  ;  not  so  far  as  we  are  concerned  ; 
we  never  had  any  occasion  to  find  fault. 

By  Mr.  Shipm&x  : 

Q.  How  about  the  Erie?  A.  Never  had  the  slightest  fault  with 
either  road  ;  I  always  received  the  best  of  treatment  aud  am 
on  the  best  of  personal  terms  .with  the  officers  of  the  road,  that 
I  have  met. 

William  S.  3Ie3IiIla»,  being  duly  sworn,  testified  as  follows  : 

By  Mr.  Maetindale  : 

Q.  Are  you  a  resident  of  Eochester  ?     A  I  am. 

Q.  Engaged  in  the  milling  business  ?     A.  Yes.  sir. 

Q.  How  loDg  have  you  been  thus  engaged  ?     A.  Xiue  vears. 

Q.  Carrying  on  what  mill '?  A  At  present  I  am  in  the 
Crescent  Mill,  but  I  have  been  in  other  mills'  during  the  nine 
years. 

Q.  What  is  the  capacity  of  that  mill?  A.  50,000  to  GO.C0O 
barrels  per  year. 

Q.  How  much  of  that  capacity  has  been  used  during  the 
last  year  or  two  ?     A.  About  one-third. 

Q.  Have  you  observed  to  see  the  extent  of  use  by  other 
mills  of  their  whole  power  ;  capacity  ?  A.  I  have  observed  ; 
ves,  sir. 
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Q.  What  has  been  your  observation?  A.  There  has  been  a 
gradual  decrease  and  reduction  in  their  capacity  during  the 
past  two  years. 

Q.  To  Avhat  is  that  reduction  due— state  the  facts  within 
your  knowledge,  which  show  the  reason  of  the  reduction?  A. 
In  my  opinion,  it  is  owing  to  the  discrimination  in  freights 
against  us,  in  favor  of  the  western  miller. 

Q.  Have  you  a  practical  knowledge  of  the  extent  of  that  dis- 
crimination ;  say,  taking  the  wheat  produced  west,  put  through 
the  mills  there  and  delivered  in  New  York,  or  brought  here 
and  put  through  the  mills  here  and  sent  on  to  New  York  ; 
what  is  the  difference  against  you,  in  the  way  of  freights  on  a 
barrel  of  flour  ?     A.  In  the  way  of  freights  alone  ? 

Q.  I  will  take  that;  if  there  be  anything  else A.  We 

can  manufacture  flour  cheaper  here  than  they  can  in  the  west. 
Q.  I  am  getting  the  difference  in  freights — we  will  look  for 
that  by  and  by  ;  what  is  the  difference  in  freights  against  you, 
in  converting  that  western  wheat  into  flour  and  shipping  it,  or 
having  it  put  into  flour  up  there  and  delivered  in  New  York  ? 
A.  About  40  cents  a  barrel  against  us. 

Q.  What  advantages  have  you  over  the  western  manufac- 
turer of  flour,  if  any,  in  manufacture  and  in  the  package — the 
barrel  in  which  you  ship  it  ?  A.  We  have  an  advantage  over 
them  in  manufacturing  and  in  the  cost  of  the  barrel ;  I  should 
think  that  would  amount  to  about  30  or  40  cents. 
Q.  In  addition?     A.  Yes,  sir. 

Q.  Now  sir,  with  the  present  discrimination  against 
you,  notwithstanding  all  those  advantages  of  manufacture, 
what  is  the  fact  as  to  the  profitable  continuance  of  milling- 
business  in  Rochester,  under  the  present  arrangement  ?  A. 
Well,  in  my  opinion,  the  outlook  is  not  very  favorable. 

Q.  Give  us  a  more  direct  answer?  A.  If  these  discrimina- 
tions in  freight  are  to  be  continued  against  us,  in  my  opinion, 
it  is  only  a  tpaestion  of  time,  when  the  milling  interest  here 
will  cease. 

Q.  Will  there  be  any  other  milling  except  to  supply  the  use 
right  around  here  ?     A.  I  think  not. 

Q.  If  you  can  have  a  nearer  equality  of  rates,  with  a  fair  addi- 
tion for  whatever  expenses  may  be  incident  to  the  stoppage  of 
the  wheat  and  converting  it  into  flour,  how  then  woixld  be  the 
milling  business  in  Rochester  ?     A.  In  that  case,  I  think  the 
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milling  business  would  revive,  and  we  would  be  able  to  con- 
tinue and  increase  our  business. 

Q.  And  use  how  much  of  the  power  that  you  have  now  de- 
voted to  that  use,  or  at  least  set  apart  for  that  use  ?  A.  I 
think  we  could  use  the  whole  of  it. 

Q.  More  too  ?    A.  Possibly. 

Q.  Have  you  had  occasion  to  examine  and  see  what  propor- 
tion of  the  water  power  in  the  City  now  is  utilized  ?  A.  No, 
sir ;  I  have  not. 

By  Mr.  Shipman  : 

Q.  What  does  it  cost  you  to  get  one  hundred  pounds  of 
wheat  from  Milwaukee  to  Eochester  ?  A.  The  present  rate 
is  twenty  cents  per  hundred,  as  I  understand  it. 

Q.  From  Milwaukee  to  Eochester  ?     A.  By  rail. 

Q.  You  think  that  is  a  high  charge  ?  A.  We  think  it  is  a 
comparatively  high,  charge ;  when  they  will  take  it  to  New  York 
for  fifteen  cents  a  hundred,  we  think  that  twenty  cents  to 
Rochester  is  too  high. 

Q.  Do  they  take  it  to  New  York  for  fifteen  cents  a  hundred  ? 
A.  I  have  so  understood — special  rates. 

Q.  What  do  you  mean  by  special  rates  ?  A.  Shippers  there 
can  make  a  special  rate  or  get  a  special  rate  from  the  rail- 
roads. 

Q.  The  railroads  make  their  own  rates  there,  don't  they? 
A.  Yes,  sir ;  what  they  call  their  open  rate,  may  be  something 
more  than  that. 

Q.  You  think  that  five  cents  from  Buffalo  here  is  a  high 
charge  ?     A.  Five  cents  a  hundred. 

Q.  Yes  ?     A.  No,  sir. 

Q,  It  has  always  been  considered  a  reasonable  charge  ?  A 
I  think  so. 

Q.  Then,  if  there  is  to  be  a  reduction,  it  should  be  made 
west  of  Buffalo,  s-hould  it  not  ?  A.  It  would  seem  so,  if  they 
were  to  bring  it  here. 

Q.  The  reduction  of  freight  from  Milwaukee  here  of  wheat, 
say  ten  cents  a  bushel,  would  reduce  the  price  on  wheat,  of 
course,  so  much  in  Eochester?  A.  Not  necessarily  ;  it  would 
reduce  the  cost  of  the  wheat  so  much. 

Q.  It  would  reduce  the  price  of  your  wheat  that  you  bought 
in  Milwaukee  ?    A.  The  price  to  us ;  yes,  sir. 
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Q.  Would  you  buy  wheat  about  here  if  you  could  get  it  ten 
cents  cheaper  brought  from  Milwaukee  here  ?  A.  Please  re- 
peat that. 

Q.  Would  you  pay  ten  cents  more  for  wheat  raised  in 
Monroe  County  than  you  could  get  Milwaukee  laid  down  here 
for?     A..  For  some  purposes  I  would. 

Q.  For  general  business,' I  mean?  A.  The  kinds  of  wheat 
are  entirely  different. 

Q.  That  is  very  true  ?  A.  For  some  purposes  we  have  to 
use  the  spring  wheat  that  is  grown  in  the  Northwestern  States ; 
for  other  purposes  we  have  to  use  the  winter  wheat. 

Q.  If  you  don't  get  winter  wheat  from  Milwaukee,  you  can 
get  it  at  Toledo ;  if  the  price  of  western  wheat  is  reduced 
ten  cents  a  bushel,  you  would  not  pay  ten  cents  extra  for  local 
wheat  here,  when  you  could  get  it  west  brought  here  for  ten 
cents,  would  you  ?  A.  No,  I  think  not ;  we  would  be  very 
apt  to  buy  it  where  we  could  get  it  the  cheapest. 

Q.  The  inevitable  effect  of  reducing  the  rate  of  transporta- 
tion, as  you  think  it  should  be  reduced  west  of  Buffalo,  would 
be  to  bring  the  Wisconsin  farmer  and  the  Chicago  farmer  into 
competition  with  the  Monroe  farmer,  wouldn't  it,  on  the  same 
grade  of  wheat  ?  A.  It  might,  so  far  as  Rochester  is  con- 
cerned, but  it  would  not,  as  far  as  New  York  was  concerned. 

By  Mr.  Laning  : 

Q.  About  when  did  Rochester  commence  being  an  impor- 
tant milling  point  ?     A.  That  is  beyond  my  time. 

Q.  As  far  as  you  know7  ?  A.  I  am  compararively  young  in 
the  milling  business. 

Q.  You  are  acquainted  with  the  history  of  it  here  ?  A.  I 
don't  go  back  to  the  old  settlers  ;  am  not  intimate  with  the 
milling  history. 

Q.  How  long  have  you  been  engaged  in  the  milling  busi- 
ness ?     A.  Nine  years. 

Q.  Have  you  lived  in  Bochester  always  ?  A.  For  those  nine 
years. 

Q.  Where  before  that  ?     A.  Troy,  New  York. 

Q.  Were  you  ever  engaged  in  the  milling  business  before 
you  came  here  ?     A.  No,  sir. 

Q.  Don't  you  know  the  fact  that  there  was  a  time,  say  nine 
years  ago  or  further  back,  when  flour  manufactured  at  Boches- 
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ter,  had  a  very  high  reputation  all  over  the  country  ?      A.  I 
have  so  understood. 

Q.  The  Genesee  flour,  Genesee  wheat,  as  it  is  termed  ?  A. 
Yes,  sir. 

Q.  It  had  the  highest  reputation  of  any  flour  manufactured 
in  the  country,  had  it  not  ?     A.  I  believe  so. 

Q.  And  when  you  came  here,  you  found  a  great  many  mills 
here  ?     A.  A  large  number. 

Q.  And  they  were  old  mills,  too,  were  they  not  ?  A.  Some 
of  them. 

Q.  Many  of  them  were  very  old  mills,  were  they  uot  ?  A  I 
believe  so. 

Q.  Isn't  it  barely  possible  that  this  decrease  or  change  of 
business,  loss  of  business  here,  grows  out  of  the  fact  that  at 
Rochester  you  have  abandoned  making  that  grade  of  Genesee 
flour,  such  as  was  made  when  the  farmers  raised  a  different 
kind  of  wheat  here,  and  the  manufacture  was  confined  to 
wheat  that  was  raised  about  here  ?     A.  I  think  not. 

Q.  Does  your  flour  manufactured  here  now  have  the  same 
reputation  that  you  understand  it  had  before  ?  A.  I  think  we 
make  a  better  flour. 

Q.  Made  out  of  the  wheat  raised  here  ten  years  ago,  or  the 
wheat  raised  here  now  ;  do  you  think  you  make  a  better  flour 
out  of  the  wheat  raised  here  now  than  they  used  to  make 
here  ?     A.  Yes,  sir,  I  think  we  do. 

Q.  Then,  according  to  your  notion,  this  Clawson  wheat  is 
an  improvement  on  the  old-fashioned  wheat  that  the  farmers 
used  to  raise  ?    A.  Not  at  all. 

Q.  Why  does  it  make  a  better  flour  then  ?  A.  We  only  use 
that  in  a  mixture. 

Q.  I  am  speaking  of  the  flour  made  of  the  wheat  you  raised 
here,  not  of  mixing V  A.  We  raise  some  other  kinds  of  wheat; 
it  is  not  all  Clawson. 

By  Mr.  Shipman  : 

Q.  A  large  part  of  it  is  ?  A.  The  larger  part  of  it  is 
Clawson,  but  we  can  get  enough  of  the  other  kind  of  wheat, 
that  is  we  can  get  some  other  kinds  of  wheat  to  mix  with  it. 

Q.  Then  why  do  you  buy  wheat  West  ?  A.  We  cannot  get 
quite  enough  of  the  other  kind,  and  we  have  to  buy  more  or 
less  of  the  western  wheat  to  mix  with  this  Clawson  wheat. 
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By  Mr.  Laning  : 

Q.  Is  there  as  much  wheat  raised  about  here  now  as  there 
used  to  be  years  ago,  as  you  understand  it  ?  A.  I  should  judge 
not,  from  what  I  am  told. 

Q.  So  that  in  order  to  manufacture  the  same  quantity  of 
flour,  you  have  to  go  elsewhere  to  get  your  grain,  do  you  not? 
A.  Yes,  sir. 

By  Mr.  Shipman  : 

Q.  Do  you  know  why  the  production  of  wheat  has  fallen  off 
in  this  vicinity?     A.  I  don't  know,  only  from  what  I  am  told. 

Q.  What  is  that?  A.  That  the  farmer  could  not  success- 
fully compete  with  the  western  farmer. 

Q.  You  cannot  raise  wheat  on  land  worth  $200  an  acre  quite 
as  cheap  as  you  can  on  land  worth  $10  ?  A.  That  is  what  I 
am  told. 

Q.  Especially  where  you  can  raise  twice  as  much  on  the  $10 
land  as  you  can  on  the  $200  ?     (No  answer.) 

By  Mr.  Mabtindale  : 

Q.  You  said  five  cents  was  the  price  you  paid  for  wheat 
from  Buffalo  here?  A.  Five  cents  a  hundred  on  wheat, 
freight. 

Q.  And  that  was  a  reasonable  charge,  I  understand,  you  to 
say?     A.  Yes,  sir. 

Q.  Do  you  mean  to  say  by  that,  that  it  is  reasonable  to 
charge  you  five  cents  a  hundred,  and  charge  the  western  pro- 
ducer half  that  amount — the  western  miller  half  that  amount 
on  the  flour  that  he  makes  ?  A.  No ;  if  it  is  a  comparative 
question,  I  should  say  it  was  not  a  just  charge. 

Q.  As  to  being  a  reasonable  charge,  have  you  made  any 
estimation  by  which  to  know  what  a  fair  profit  on  the  cash 
invested  in  the  construction  of  this  railroad  would  enable  the 
railroad  man  to  get  compensation  in  the  carriage  of  wheat  or 
flour  ?     A.  No,  sir,  I  have  not. 

Q.  When,  therefore,  you  say  that  five  cents  per  hundred  is 
a  reasonable  charge,  will  you  please  state  on  what  ground  you 
make  such  an  estimate  ?  A.  On  general  grounds,  it  seems  to 
to  'me,  that  to  carry  one  hundred  pounds  of  freight  seventy 
miles  for  three  cents  is  not  unjust. 

Q.  Five  cents  a  hundred  would  be  just?    A,  Yes,  sir. 


1182 

Q.  And  that  alone  ?    A.  Yes,  sir. 

Q.  Do  you  take  at  all  into  account,  the  fact  that  in  carrying 
that  freight  for  you,  your  own  property  is  used,  your  own 
highway  ?     A.  We  do  not  consider  that  question. 

Q.  That  you  do  not  consider '?     A.  No,  sir. 

Q.  That  is,  you  make  the  estimate  as  though  it  were  a 
private  enterprise  alone,  for  private  advantage,  and  not  a  pub- 
lic enterprise  for  public  use  ?     A.  Yes,  sir. 

Q.  Now,  you  say  that  better  flour  is  manufactured  now  in 
Rochester  than  the  old  high  famed  Genesee  flour?  A.  I 
think  so. 

Q.  Is  it  not  true  that  improved  machinery  has  co-operated 
with  your  experience  in  the  admixture  of  grains  to  produce 
that  result  ?    A.  Yes,  sir. 

By  Me.  Shipman  : 

Q.  Did  you  ever  buy  any  railroad  stock  ?     A.  No,  sir. 

Q.  Did  you  ever  subscribe  for  any  railroad  stock  ?  A. 
Never ;  the  only  stock  I  ever  owned  was  some  oil  stock. 

Q.  Did  you  ever  buy  any  railroad  bonds?  A.  No,  sir,  I  am 
not  interested  in  railroads. 

Q.  Did  it  ever  occur  to  you  that  the  building  of  a  railroad 
involved  in  the  very  idea  of  investing  capital,  some  return  to 
the  parties  who  built  it  ?  A.  We  should  hope  that  they  might 
be  recompensed  for  their  trouble  and  outlay. 

Q.  You  would  hardly  go  into  the  construction  of  a  railroad 
except  you  did  expect  that  ?  A.  No,  sir,  we  should  not  want 
to. 

Q.  You  have  never  entertained  the  idea  that  a  railroad  was 
built  as  a  charitable  enterprise,  or  as  an  enterprise  for  the 
general  benefit  of  the  public  without  any  return  of  the  capital 
to  the  bondholders?  A.  We  suppose  their  interests  are  mu- 
tual to  a  great  extent. 

Charles  Salmon  being  duly  sworn,  testified  as  follows  : 

By  Mb.  Maktindalb  : 

Q.  Where  do  you  live  ?     A.  Rochester. 

Q.  Have  you  been  engaged  during  the  past  year  in  the  ship- 
ment of  flour  to  Europe  ?    A.  Yes,  sir. 

Q.  Are  you  a.  miller?  A,  No,  sir;  I  am  a  giocer — flour 
dealer, 
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Q.  To  what  part  of  Europe  have  you  made  shipments?  A. 
Liverpool. 

Q.  How  long  have  you  lived  here,  in  Rochester?  A.  18 
years. 

Q.  You  have  some  business  or  association,  or  relatives  in 
Europe  ?     A.  I  have  a  brother  there. 

Q.  Have  you  been  thus  led  into  the  business  which  enabled 
you  to  see  where  flour  could  be  got  for  shipment  to  Liverpool 
at  the  cheapest  rates  ?     A.  Yes,  sir. 

Q.  Did  you  make  application  to  the  millers  here  for  any 
quantity  ?     A.  Yes,  sir. 

Q.  And  compare  prices  at  which  it  could  be  got,  and  sent 
forward  with  the  prices  west  ?     A.  Yes,  sir. 

Q.  What  was  the  result  of  that  comparison?  A.  The  result 
was  that  I  could  buy  it  cheaper  in  the  west,  and  have  it  deliv- 
ered in  Liverpool  cheaper  than  I  could  buy  it  here,  and  have 
it  delivered  in  Liverpool. 

Q.  Did  you  ascertain  anything  about  the  freights — how  the 
freights  affected  that  result  ?     A.  Yes,  sir. 

Q.  State?  A.  At  one  time  I  inquired,  and  the  freight 
from  here  was  92  cents,  and  from  Minneapolis  is  was  88  cents. 

Q.  Freight  to  Liverpool  ?     A.  Yes,  sir  ;  through  freight. 

Q.  To  what  extent  have  you  made  shipments  of  flour  during 
the  last  year?  A.  Perhaps  800  barrels;  perhaps  more  than 
that;  I  don't  remember  exactly. 

Q.  And  where  has  that  flour  been  purchased  by  you  ?  A. 
When  I  first  commenced  I  purchased  it  in  Eochester. 

Q.  To  what  extent?  A.  I  don't  remember  exactly  ;  I  made 
two  or  three  shipments  from  Rochester. 

Q.  And  then  abandoned  it  for  the  reasons  you  have  given? 
A.  Yes,  sir. 

Q.  And  went  and  got  it  elsewhere  ?     A.  Yes,  sir. 

By  Mr.  Laning  : 

Q.  How  much  flour  did  you  buy  here — how  much  have  you 
bought  and  shipped  to  Liverpool  all  told  ?  A.  I  could  not 
tell. 

Q.  As  near  as  you  can  ?     A.  Perhaps  a  thousand  barrels. 

Q.  From  here  ?     A.  No,  sir. 

Q,  How  much  have  you  bought  here  in  Rochester  and  sent 
to  Liverpool ;  approximate  to  it  as  near  as  you  can?    A.  Some- 
where between  200  and  400  barrels. 
9 
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Q.  And  the  balance  where  have  yon  bought  ?  A.  At  Cleve- 
land and  Minneapolis. 

Q.  What  made  you  buy  it  there  ?  A.  Because  I  could  lay 
it  down  in  Liverpool  cheaper  than  I  could  from  Rochester. 

Q.  How  much  cheaper  ;  what  did  you  pay  a  barrel  for  your 
flour?     A.  I  cannot  remember  exactly. 

Q.  What  did  you  pay  here  and  what  did  you  pay  there  ?  A. 
Perhaps  the  difference  in  the  cost  of  the  flour  was  75  cents, 
and  the  difference  in  freight — the  most  that  it  has  ever  been — 
has  been  30  cents  more  from  Minneapolis  to  Liverpool ;  the 
difference  in  freight  from  here  to  Liverpool  and  from  Min- 
neapolis, the  most  has  been  30  cents  a  barrel. 

Q.  Where  was  your  freight  rate  made?  A.  At  Minneapolis; 
I  buy  the  flour  delivered  on  the  clocks  in  Liverpool,  and  here  I 
got  the  price  of  flour  and  the  rate  of  freight  from  the  local 
agent  here. 

Q.  Where  was  your  rate  made  here  for  Liverpool?  A. 
From  Mr.  Embry,  or  from  Mr.  Harris,  or  in  some  cases 
through  the  millers. 

Q.  In  other  words,  then,  the  seller  or  vender  of  flour  in 
Minneapolis  would  put  your  flour  down  in  Liverpool  so  that  you 
could  make  a  better  profit  on  it  than  you  could  by  buying  it  in 
Rochester?  A.  It  has  not  been  a  matter  of  profit  for  me  ;  I 
have  been  buying  it  for  my  brother ;  it  could  be  laid  down 
there  for  less  money  than  I  could  buy  it  in  Rochester  and  lay 
it  down  iu  Liverpool. 

Q.  He  could  get  it  for  less  money  ?    A.  Yes,  sir. 

Q.  They  manufacture  a  good  deal  more  flour  in  Minneapolis 
than  they  do  in  Rochester,  don't  they?  A.  I  should  think 
they  did  ;  yes,  sir. 

Q.  About  what  is  the  capacity  of  their  manufacture  in  Min- 
neapolis daily  ?  A.  I  couldn't  tell  you  ;  I  have  read  state- 
ments but  don't  remember  them. 

Q.  That  is  in  the  midst  of  the  best  wheat  growing  country 
in  the  United  States,  isn't  it?    A.  Yes  ;  I  believe  it  is. 

Q.  And  they  produce  a  better  grade  of  flour  there,  do  they 
not,  than  any  other  place  ?  A.  It  hasn't  suited  any  better 
where  I  have  sent  it  than  the  flour  that  was  made  here,  and 
some  kinds  not  so  well. 

By  Mr.  Shipman  : 

Q.  How  much  less  did  you  buy  your  flour  for  in  Minneapo- 
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lis  than  you  could  buy  it  in  Rochester  ?  A.  About  75  cents  a 
barrel. 

Q.  There  was  not  that  difference  between  the  freight,  was 
there  ?  A.  Between  the  freights  in  bringing  it  here  and  then 
reshipping  to  New  York  ? 

Q.  No  ;  the  freight  that  you  had  to  pay  from  here  to  Liver- 
pool ?  A.  No  ;  but  I  bought  the  flour  75  cents  less,  and  then 
I  had  only  15  or  20  or  25  cents  more  freight  to  pay,  which, 
if  I  paid  25,  would  make  a  saving  of  5  )  cents  a  barrel. 

Q.  When  was  it  that  the  rate  was  given  you  from  Rochester 
to  Liverpool  at  92  cents  ?     A.  Last  September  a  year  ago. 

Q.  And  the  rate  you  ascertained  from  Minneapolis  to  Liver- 
pool was  88  cents  ?  A.  In  the  same  week — not  the  same  day, 
but  in  the  same  week. 

Q.  Don't  you  know  that  the  freight  varies  every  day  ?  A. 
Yes,  I  do  ;  that  was  in  the  same  week,  inquiry  was  made  at 
the  same  time,  only  one  I  had  to  telegraph  for  and  the  other  I 
got  right  here  in  the  city. 

Q.  If  you  could  have  laid  that  flour  down  in  Liverpool  by 
the  Baltimore  &  Ohio  route  or  the  Pennsylvania  route,  you 
would  have  had  it  shipped  that  way,  wouldn't  you  ?  A.  I 
would  have  had  it  shipped  by  the  cheapest  route  and  by  the 
best  line  of  steamers. 

Q.  Do  you  know  whether  the  ocean  rate  was  the  same  on 
Minneapolis  flour  ?    A.  That  I  don't  know. 

Q.  Yon  don't  know  anything  about  the  division  of  freight 
between  the  railroad  lines  and  the  steamship  Jines  ?  A.  Only 
what  I  have  seen  in  the  papers. 

Adjourned  to  Monday,  August  18th,  1879,  at  10:30  a.m. 


Rochester,  N.  Y.,  Monday,  August  18th,  1879. 

The  Committee  met  pursuant  to  adjournment. 

Present :   Messrs.  Hepburn,  Baker,  Low,  Duguid,  and 
Wadsworth. 

The  Chairman — Are  you  ready  to  proceed,  General  Martin- 
dale? 
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Mr.  Maetindale — I  desire  to  communicate  to  the  Committee 
that  a  branch  of  investigation  which  it  was  intended  to  enter 
upon  here,  under  the  direction  of  the  Farmers'  Alliance,  by 
reason  of  some  want  of  notice  to  the  gentlemen  who  have  been 
designated  for  the  purpose  by  the  Farmers'  Alliance  Associa- 
tion, the  preparation  of  details  has  not  beeu  made,  but  can  be 
at  a  subsequent  day.  Messrs.  Piven  and  Armstrong,  of  Elmira, 
have  communicated  the  facts,  which  I  now  state,  to  me,  and 
at  the  same  time  they  have  sent  forward,  and  desire  that  I 
should  present  to  the  several  members  of  the  Committee  their 
views,  which  they,  as  a  committee,  have  prepared,  and  bearing 
especially  on  the  relation  of  the  railroads  to  the  public,  and  I 
have,  therefore,  to  convey  to  the  Chairman  of  the  Committee 
copies  of  this  paper. 

Mr.  Shipman — That  is  General  Piven,  of  Elmira,  isn't  it  ? 

Mr.  Martindale — Yes,  sir. 

Mr.  Shipman  —Formerly  Vice-President  of  the  Erie  road  ? 

Mr.  Maetindale — Formerly  Vice-President  of  the  Erie  road. 

The  Chairman — This  is  a  communication  addressed  to  the 
Committee  formally  by  these  gentlemen  representing  the 
Farmers'  Alliance,  and  will  be  published  with  the  proceedings 
of  the  Committee,  as  other  similar  communications  have  been 
heretofore.  The  stenographer  will  note  it,  and  enter,  it  on  his 
minutes.     Let  it  appear  as  a  part  of  the  proceedings. 

The  following  is  the  communication  above  referred  to  : 

To  Hon.  A.  B.  Hepbuen,  Chairman  of  the  Assembly  Com- 
mitte,  "to  investigate  the  abuses  alleged  to  exist  in  the 
management  of  the  railroads  chartered  by  this  State,  and 
to  inquire  into  and  report  concerning  their  powers,  con- 
tracts and  obligations." 

At  a  meeting  of  the  State  Farmers'  Alliance,  held  at 
Eochester,  on  the  of  June,  1879,  the  undersigned  were 

appointed  a  committee  to  represent  the  interests  of  the 
Alliance  before  your  Committee.  From  some  error,  the 
undesigned  failed  to  receive  notice  of  their  appoinment  in 
time  to  appear  before  your  Committee  at  your  proceedings 
heretofore  had.  As  your  investigations  have  already  estab- 
lished, fully,  the  facts  upon  which  the  Alliance  bases  its  objec- 
tions to  the  management  of  railroads,  we  do  not  deem  it 
necessary  to  appear  before  the  Committee.   We  wish,  however, 
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to  assure  you  of  our  hearty  co-operation,  and  desire  to  aid  you 
in  correcting  what  we  regard  a  great  outrage  on  a  large  class 
of  citizens  of  this  State  in  the  management  of  railroads. 

It  may  be  proper  to  state  to  your  Committee  that  the 
Farmers'  Alliance  is  an  open  association,  composed  of  farmers 
alone,  making  war  upon  no  interest,  but  looking  to  a  redress 
of  grievances  under  which  farmers,  as  a  class,  are  laboring, 
and  seeking  redress  through  just  legislation.  Among  these 
grievances  the  Society  sets  forth  in  the  second  article  of  its 
platform  the  following : 

"  That  the  railroads  authorized  to  be  constructed  and  oper- 
ated by  corporations  under  the  laws  of  this  State,  were  de- 
signed to  promote  the  public  welfare  ;  and  taking  the  lands  of 
individuals  against  their  will,  on  which  to  construct  such  roads, 
can  only  be  justified  by  such  public  benefit.  That  in  all  char- 
ters, and  all  general  laws  authorizing  the  formation  of  such 
corporations,  the  right  to  repeal,  alter  or  amend  the  chartered 
power  conferred,  has  been  expressly  reserved.  That  whenever 
the  corporations  so  managed  the  roads  as  to  operate  oppres- 
sively, partially  or  unjustly,  to  any  part  of  the  citizens  of  the 
State,  it  is  the  duty  of  the  Legislature  to  deprive  them  of  the 
power  to  commit  such  wrong.  That  making  special  rates  with 
combinations  designed  to  monopolise  certain  articles  of  neces- 
sity, and  favoring  one  locality  with  low  rates  and  oppressing 
another  by  high  rates,  by  carrying  freights  for  citizens  beyond 
the  State  at  much  lower  rates  than  charged  on  the  products  of 
the  State,  in  the  judgment  of  the  Alliance  calls  for  legislative 
interference." 

All  the  causes  of  complaint  here  enumerated  stand  clearly 
proven — in  fact  are  not  denied.  It  only  remains  to  inquire 
whether  we  have  a  right  to  demand  legislative  interference. 

To  us  it  seems  that  the  the  railroad  corporations  of  this  State 
entirely  ignore  all  obligation  on  their  part,  to  the  people  from 
whom  they  receive  their  charters,  and  treat  any  complaint  on 
the  part  of  aggrieved  citizens  as  an  unwarrantable  interference 
with  their  rights. 

If  we  refer  to  the  early  history  of  railroads  in  this  State,  we 
will  find,  that  the  only  principle  upon  which  charters  were 
granted,  and  chartered  right  sustained  by  the  courts  was  upon 
the  grounds  of  their  public  utility. 

Among  the  first  roads  chartered  in  this  State  were  the  Mo- 
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hawk  &  Hudson,  and  the  Saratoga  &  Schenectady.  The 
constitutional  right  of  these  companies  to  condemn  lands  was 
contested  in  the  courts,  and  its  constitutionality  was  only  up- 
held upon  the  principle  of  the  roads  being  public  highways 
demanded  for  public  convenience. 

In  the  first  case  touching  the  constitutionality  of  these  char- 
ters, Beekman  vs.  Saratoga  &  Schenectady  railroad,  B.  F. 
Butler  of  counsel  for  the  company,  takes  the  ground  that  these 
corporations  are  the  same  as  turnpikes  and  canals.  He  says : 
"  These  corporations  may  be  called  private,  but  their  uses  are 
all  public.  It  has  been  repeatedly  decided  that  turnpikes,  canals, 
bridges  and  ferries,  although  made  by  individuals  or  private 
companies,  are  entirely  for  the  public  use."  Again  :  "  the  pro- 
prietors of  bridges,  etc.,  are  under  great  obligations  to  the 
public  ;  are  compelled  to  permit  the  public  to  use  them  on  pay- 
ing toll."  Again,  in  speaking  of  the  railroads,  he  says,  "  this 
company  will  not  have  any  power  to  oppress  the  public.  It 
must  charge  one  uniform  price.  If  it  should  charge  any 
individual  an  exorbitant  price,  and  action  lie  against  the 
company,  and  it  would  amount  to  a  misuse  of  its  privilege." 

It  was  by  arguments  like  these  that  the  constitutional  rights 
of  railroad  corporations  were  defended.  And  in  this  case  the 
Chancellor,  in  his  decision,  sustained  the  views  of  the  learned 
couQsel  (3d  Page  Chancery  Beports,  45).  In  the  case  of  Blood- 
good  vs.  the  Mohawk  &  Hudson  Bailroad  (18th  Wendall,  9), 
the  same  arguments  were  used.  It  was  attempted  in  this  case 
to  draw  a  distinction  between  railroads,  and  turnpikes,  and 
canals ;  but  the  distinction  was  not  recognized  by  the  court  of 
last  resort.  Senator  Edwards,  in  delivering  the  leading  opin- 
ion in  this  case,  says :  "  What  object  had  the  Legislature  in 
view  in  authorizing  this  company  to  construct  the  road  in 
question  over  this  plaintiff's  land.  It  was  not  the  private 
emolument  the  company  was  to  receive  for  the  use  of  the 
road.  For  such  a  purpose  the  right  would  never  have  been 
conferred.  The  Legislature,  which  is  constituted  the  judge  of 
the  expediency  of  taking  private  property  for  public  use,  came 
to  the  conclusion  that  the  public  required  the  use  of  a  railroad 
between  the  Cities  of  Albany  and  Schenectady.  It  deemed  it 
inexpedient  to  construct  it  at  the  public  expense,  and  adopted 
the  policy  of  having  a  company  construct  it  at  its  own  ex- 
pense, and  risk  having  the  money  expended  refunded  by  way 
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of  tolls,  or  fare,  from  the  individuals  who  should  travel  upon 
it,  reserving  the  right,  however,  to  take  the  road  as  the  prop- 
erty of  the  State.  Because  the  Legislature  permitted  the 
company  to  remunerate  itself  for  the  expense  of  constructing 
the  road  from  those  who  should  travel  upon  it,  its  private 
character  is  not  established.  It  does  not  destroy  the  public 
nature  of  the  road  or  convert  it  from  a  public  to  a  private  use. 
If  such  would  be  the  effect  in  relation  to  railroads,  the  receipt 
of  tolls  for  the  use  of  turnpike  roads  would  also  determine 
the  question  that  they  too  were  for  private  instead  of  public 
use.  The  public  have  an  interest  in  the  use  of  these  roads  ; 
any  individual  has  a  right  to  be  transported  upon  them  at  all 
reasonable  times  on  paying  the  usual  fare,  as  much  as  he  has 
the  right  of  using  a  turnpike  or  a  ferry  on  paying  the  usual 
toll.  In  the  case  of  Beekman  vs.  The  Saratoga  &  Schenectady 
railroad  company,  third  Page  Beport,  75,  the  Chancellor  says: 

The  privilege  of  making  a  road,  and  taking  toll  thereon,  is  a 
franchise  as  much  as  the  establishing  of  a  ferry  or  a  public 
wharf  and  taking  tolls  for  the  same.  The  public  have  an  in- 
terest in  the  use  of  the  road,  and  the  owners  may  be  prosecuted 
for  damages  sustained  if  they  should  refuse  to  transport  an  in- 
dividual or  his  property  on  being  paid  the  usual  rate  of  fare. 
*  It  is  a  public  franchise,  aud  granted  to  the 
company  for  the  purpose  of  providing  a  mode  of  public  con- 
veyance, the  company  in  accepting  it  engaged,  on  its  part,  to 
use  it  in  such  a  manner  as  will  accomplish  the  object  for 
which  the  Legislature  designed  it.  While  the  company  there- 
fore holds  the  property  of  individuals,  which  it  is  authorized 
by  the  act  to  hold  and  use,  it  cannot  convert  it  from  the 
original  design  of  the  Legislature  by  refusing  to  transport  pas- 
sengers and  their  property.  A  departure  from  that  design  in 
the  use,  would  work  a  forfeiture  of  the  privileges,  and  the 
Legislature,  from  the  nature  of  the  grant,  would  have  a  right 
to  interfere,  even  if  no  such  power  had  been  reserved  in  the 
act  of  incorporation  ;  but  the  power  to  alter,  amend  or  modify 
was  reserved  in  express  terms  in  the  act.  The  Legislature, 
therefore,  has  control  over  it  and  may  direct  the  management 
and  use  of  the  road  in  such  manner  as  will  best  subserve  the 
public  interest." 

The  application  of  these  principles  to  the  railroad  corpora- 
tions of  this  State,  the  Farmers'  Alliance  insists  upon.     That 
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the  companies  should  have  a  fair  equivalent  for  the  money  in- 
vested in  the  roads  is  cheerfully  conceded,  that  their  com- 
pensation should  be  paid  b}'  the  parties  using  the  roads,  is  also 
conceded  upon  the  same  principle  as  owners  of  turnpikes,  toll- 
bridges  or  canals,  are  remunerated  whether  owned  by  the  State 
or  corporations ;  but  we  insist  that  these  charges  should  be 
evenly  adjusted.  Suppose  a  company  owning  a  toll-bridge, 
were  to  fix  one  rate  of  tolls  for  the  inhabitants  of  one  town,  and 
another  rate  for  those  of  another  town ;  or  should  say  to  a  poor 
man,  "  You  cannot  afford  to  travel  much  ;  you  use  our  bridge 
but  little,  we  will  charge  you  more  than  the  man  who  can  af- 
ford to  travel  more."  The  rule  would  be  absurd  and  would  not 
be  tolerated. 

Our  State  fixes  its  tolls  by  lockage,  so  much  a  ton,  and  so 
much  a  boat,  for  each  lockage.  Suppose  the  Canal  Board 
should  say  the  lockage  on  Syracuse  boats  should  be  one  price, 
and  on  the  Eochester  boats  another ;  or  that  the  lockage 
should  be  less  on  the  products  of  Ohio  than  on  those  of  our 
own  State  ;  how  long  would  it  be  submitted  to?  And  yet  we 
are  allowing  railroads,  declared  by  our  own  laws  to  be  public, 
under  the  same  obligations  to  serve  the  public,  and  as  im- 
partially and  justly  ;  to  discriminate  grossly  between  our  own 
citizeus,  and  in  favor  of  the  citizens  of  other  States,  to  the  op- 
pression, if  not  to  the  ruin  of  the  agricultural  and  manufactur- 
ing interests  of  our  own  State. 

If  the  object  of  your  Committee  is,  after  investigating  the 
alleged  abuses,  to  correct  them,  you  may  reckon  upon  the  ear- 
nest co-operation  of  the  Farmers'  Alliance.  Our  organization 
claims  that  it  is  wagrag  no  war  on  the  railroad  interests  of  the 
State  or  nation.  Indeed,  we  are  surprised  that  the  corpora- 
tions do  not  promote  the  same  reforms  that  we  are  seeking. 
We  ask  the  Legislature  to  compel  companies  to  do  precisely 
what  they  have  in  vain  been  trying  to  accomplish,  by  bargain- 
ing with  each  other.  Almost  ever  since  there  have  been  rival 
lines,  they  have  been  making  combinations,  agreeing  not  to 
cut  rates,  to  keep  uniform  rates  from  competing  points,  and  to 
avoid  special  contracts.  Thus  far  all  their  efforts  in  this  direc- 
tion h»ve  been  unsuccessful  owing  to  want  of  good  faith.  Now, 
so  far  as  securing  equality  to  shippers  and  travelers  in  support- 
ing these  corporations,  we  appeal  to  legislative  interference. 

We  demand  that  there  should  be  no  discrimination  in  regard 
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to  individuals  or  locations,  but  that  the  rates  shall  be  as  nearly 
as  possible  in  proportion  to  the  service  rendered  as  regards 
citizens  of  this  State ;  and  as  to  the  travel  and  traffic  of  other 
States,  we  demand  that  the  rates  charged  over  the  roads  of 
this  State,  added  to  the  expense  incurred  in  bringing  them  to 
or  conveying  them  from  our  roads,  shall  always  be  something 
more  than  is  charged  our  own  citizens  over  our  own  roads.  In 
demanding  this  much  we  are  sure  we  are  right;  and  it  is  with  no 
spirit  of  hostility  or  threat  that  we  avow  our  determination  to 
contend  for  it  until  it  is  conceded  to  us,  or  until  wa  enforce  it 
by  legislation.  We  disclaim  all  partisan  designs  in  our  organ- 
ization, but  believe  it  our  duty  to  vote  only  for  such  law- 
makers as  concede  the  justice  of  our  demands. 

We  ask  pardon  for  the  length  of  this  communication.  We 
desire  to  possess  your  Committee  fully  with  the  views  and 
aims  of  the  Farmers'  Alliance  so  far  as  relates  to  railroads. 
We  believe  the  mechanical  and  all  the  industrial  interests  of 
the  State  are  identical  with  the  agricultural,  and  that  the 
present  policy  of  the  railroads  will  unite  us  in  a  common  effort 
to  secure  just  treatment. 

A.  S.  Diven, 

W.  A.  Armstrong. 

Joseph  Farley,  Jr.,  being  duly  sworn,   testified  as  follows  : 

By  Mr.  Martindale  : 

Q.  Are  you  a  resident  of  the  City  of  Rochester  ?  A.  Yes, 
sir. 

Q.  And  connected  with  a  firm  in  prosecuting  the  milling 
business  ?     A.  Yes,  sir. 

Q.  At  what  mill  ?     A  The  so-called  Whitney  Mill. 

Q.  Has  your  department  of  business  led  you  to  compare  the 
freights  on  wheat  and  flour  from  the  City  of  Eochester  with 
freights  from  other  points?     A.  Yes,  sir. 

Q.  Can  you  tell  the  Committee  what  difference,  if  any,  there 
was  in  the  transijortation  of  flour  from  Milwaukee  to  New 
York  and  from  Eochester  to  New  York  in  March  last,  assum- 
ing that  the  wheat  is  got  in  Milwaukee  and  manufactured 
there,  or  brought  here  and  manufactured  at  the  mills  here  ? 
A.  From  thirty-five  to  forty  cents. 

Q.  How  do  you  make  it  out ;  you  handed  me  a  paper ;  look 
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at  jour  own  paper  so  that  you  can  speak  explicitly  on  the  sub- 
ject ?  A.  In  March  it  cost  46  cents,  that  is  23  cents  a  hundred, 
to  bring  200  pounds  of  flour  from  Milwaukee  to  Rochester  ;  it 
cost  30  cents  for  carrying  the  same  weight  to  New  York  from 
Rochester ;  adding  those  two  together  makes  76  cents  ;  at  that 
time  the  open  rate — the  public  rates — was  36  cents  a  bar- 
rel. 

Q.  From  where  ?  A.  From  Milwaukee  to  New  York,  mak- 
ing a  discrimination  of  40  cents  by  open  rates  ;  but  the  facts 
were  that  there  were  cut  rates  at  that  time,  so  that  instead  of 
this  flour  being  carried  for  36  cents  a  barrel  most  of  it  was  car- 
ried for  20  cents  a  barrel,  as  currently  reported. 

Q.  That  is  to  say,  from  Milwaukee  to  New  York  ?  A.  Yes, 
sir  ;  that  is  current  report,  and  undoubtedly  so. 

Q.  In  this  comparison  you  have  spoken  of  open,  published 
rates  ?    A.  Open,  published  rates  ;  yes,  sir. 

Q.  And  not  cut  rates  ?     A.  Not  the  cut  rates. 

Q.  At  that  time  on  the  Erie  branch,  have  you  knowledge  of 
the  comparative  freightage  from  Rochester  to  intermediate 
stations  as  compared  with  Ihe  freightage  through  to  the  City 
of  New  York  ?  A.  ¥es,  sir ;  they  were  fully  equal  for  car- 
rying flour  half  way,  and  in  some  cases  exceeded  the  rate 
the  whole  way  to  New  York. 

Q.  Give  places  ;  give  instances  ?  A.  I  think  to  Port  Jervis 
the  rate  was  40  cents  at  that  time,  and  to  New  York  30  cents. 

Q.  That  is  ten  cents  cheaper  to  get  it  to  New  York  than  it 
was  to  stop  at  Port  Jervis  ?  A.  Yes,  sir  ;  the  same  rate  sent 
to  Binghamton  as  it  was  that  New  York. 

Q.  Are  there  any  other  facts  which  you  have  ascertained 
and  can  specify  particularly,  contrasting  these  rates  of  freight? 
A.  On  intermediate  points,  or  on  the  freight  matter  in 
general  ? 

Q.  Well,  either ;  I  don't  care ;  any  facts  which  you  know 
which  bear  on  it  I  wish  to  elicit  by  this  general  question  ? 
A.  I  know  at  one  time  in  the  month  of  May  or  June  (I  have 
a  memorandum  here),  there  was  flour  shipped  from  East 
St.  Louis  to  Troy  for  15  cents  a  barrel  and  our  rate  was  the 
same  from  here  to  Troy,  15  cents  a  barrel ;  I  know  that  in 
March  it  cost  2  oents  a  hundred  pounds  more  to  carry  wheat 
from  Milwaukee  to  Buffalo  than  it  did  to  New  York. 

Q.  At  the  time  that  this  15  cents  per  barrel  was  charged  on 
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flour  from  St.  Louis  to  Troy  and  from  Kochester  to  Troy,  what 
was  the  rate  for  wheat,  suppose  it  had  been  taken  at  St.  Louis 
and  brought  to  Kochester  to  be  converted  into  flour  ?  A.  I 
think  it  was  21  cents  a  hundred  pounds,  but  I  am  not  positive. 

Q.  Take  200  pounds,  a  barrel  of  flour,  it  would  be  42  cents 
against  the  miller  here  ?     A.  Yes,  sir  ;  just  about. 

Q.  Is  there  any  other  fact  that  you  can  state  ?  A.  Tes,  sir ; 
I  know  this  fact,  that  one  of  the  roads  has  carried  flour  from 
Buffalo  to  Albany  and  Troy  for  8  cents  a  barrel,  when  we  were 
charged  15  cents  a  barrel,  and  Buffalo  millers  20  cents  a  bar- 
rel. 

By  Mr.  Shipman  : 

Q.  "What  road  ?  A.  (Beferring  to  a  paper.)  New  York  Cen- 
tral. 

Q.  What  is  the  date  ?     A.  May  1st. 
Q.  What  year?     A.  1879. 

By  Mr.  Laning  : 

Q.  What  was  the  date  of  this  item  that  you  last  mentioned  ? 
A.  May  1st. 

Q.  What  evidence  have  you  of  it  ?  A.  I  have  a  receipt  for 
it. 

Q.  Who  was  this  shipment  made  to,  and  by  whom  ?  A.  Is 
it  necessary  to  give  that  ?' 

Q.  Yes,  sir.  A.  Well,  I  will  give  it  to  you  then  ;  it  was 
shipped  from  East  St.  Louis  to  F.  A.  Barker  ;  the  name  of  the 
shipper  I  cannot  give  you  because  I  have  not  got  it ;  I  can  find 
out  probably. 

Q.  Over  what  roads  ?     A.  Over  the  New  York  Central. 

Q.  Over  what  roads  from  East  St.  Louis  ?  A..  I  cannot  tell 
you. 

Q.  It  was  a  through  shipment  from  East  St.  Louis  to  Troy  ? 
A.  Yes  ;  but  the  rate  received  by  the  New  York  Central  road 
was  8  cents,  and  the  back  charges  were  36. 

Q.  That  was  their  proportion  of  the  shipment  ?  A.  Yes, 
sir. 

By  Mr.  Shipman  : 

Q.  How  long  have  you  resided  in  Kochester  ?  A.  Forty 
years. 
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Q.  You  know  something  about  the  growth  of  the  town  then  ? 
A.  Yes,  sir  ;  some. 

Q.  What  new  manufactures  have  arisen  in  Koehester  in  the 
last  ten  years  ?     A.  "Well,  the  shoe  interest. 

Q.  A  very  large  interest,  isn't  it :     A.  Yes,  sir. 

Q.  Do  you  know  the  fact  that  the  shoe  interest  can  ship 
west  so  as  to  successfully  compete  with  the  New  York  interest, 
at  a  great  deal  lower  rates  ?     A.  No  ;  I  don't  know  that. 

Q.  Lower  pro  rata  rates  over  the  western  roads?  A.  I  didn't 
know  that. 

Q.  What  other  interests  besides  the  shoe  interest ;  iron 
bridge  building  ?     A.  Yes,  sir  ;  some  ;  and  clothing. 

Q.  Iron  foundries  ?  A.  I  don't  think  there  are  many  iron 
foundries  started  here  lately. 

Q.  Within  ten  years  ?     A.  No,  sir. 

Q.  What  other  manufactures  can  you  recall  to  your  mind 
that  have  been  started?     A.  I  don't  know  of  any. 

Q.  Drain  tiles  ?     A.  Yes,  sir. 

Q.  A  very  heavy  concern,  isn't  it  ?  A.  Yes,  sir ;  a  good 
sized  one  ;  I  don't  know  what  a  large  one  is  ;  we  call  it  large 
here. 

Q.  What  is  the  capacity  of  your  flour  mill  ?  A.  Fifty  thou- 
sand barrels  a  year. 

Q.  How  many  men  do  you  employ  ?     A.  We  employ  13. 

Q.  How  many  men  would  be  employed  if  your  mill  was 
turned  into  an  iron  manufactory,  probably,  or  cotton  manu- 
factory ?  A.  I  didn't  know  that  water  was  ever  used  to  mould 
iron  ;  you  mean  for  a  foundry? 

Q.  Suppose  it  was  turned  into  a  general  manufactory  ?  A. 
I  don't  know. 

Q.  From  a  hundred  to  two  hundred  persons  ?  A.  No  ;  I 
guess  not ;  ours  is  a  small  mill. 

By  Mr.  Laning  : 

Q.  Isn't  there  power  enough  to  employ  that  number  of  men  ? 
A.  Yes,  sir. 

By  Mr.  Shipman  : 

Q.  Abundance  o£  power  ?     A.  Yes,  sir. 

Q.  How  long  is  it  since  the  milling  business  began  to  decline 
in  Rochester  ?     A.  I  should  judge  about  five  years ;  that  is  all 
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I  know  about  it ;  that  is  as  long  as  I  have  been  in  the  business  ; 
it  has  been  steadily  running  down  since  I  have  been  in  the 
business. 

Q.  You  made  money  last  year,  didn't  you  ?  A.  Well,  we  did 
and  we  didn't. 

Q.  You  would  have  made  money  if  you  had  collected  your 
bad  debts,  wouldn't  you  ?  A.  Yes ;  but  we  didn't  lose  much  ; 
we  didn't  lose  one  per  cent. 

Q.  You  did  not  do  quite  so  much  as  you  might?     A.  No. 

Q.  You  have  stated  that  the  freight  from  here  to  New  York 
at  one  time  was  the  same  on  a  barrel  of  flour,  as  from  here  to 
Port  Jervis  ?  A.  No,  sir  ;  I  said  it  was  ten  cents  more  from 
here  to  Port  Jervis  than  it  was  to  New  York. 

Q.  How  did  that  affect  you  injuriously  ?  A.  It  affected  us 
because  Port  Jervis  men  could  buy  in  western  points  at  the 
same  rate  of  freight,  and  could  buy  their  flour  cheaper  out 
there. 

Q.  Do  you  know  what  the  rate  from  Milwaukee  to  Port 
Jervis  was  at  that  time?     A.  I  would  not  say  what  it  was. 

Q.  Then  you  are  not  able  to  say,  are  you,  except  what  these 
men  told  you  ?  A.  I  know  that  the  trade  in  Port  Jervis  at 
that  time  claimed  that  they  could  get — I  remember  Akron  and 
Cleveland  were  mentioned  as  points  that  they  could  get  it  at 
the  same  rate  ;  but  I  have  no  positive  proof,  like  other  proof  I 
have  here,  of  that  fact. 

Q.  If  you  raised  your  own  wheat  here,  and  bought  it  on  the 
ground  here,  this  difficulty  would  not  exist,  would  it,  that  you 
have  spoken  of?  A.  I  don't  know  how  that  would  be;  the 
price  of  our  wheat  is  regulated  by  the  grain  centres,  like  New 
York  and  Liverpool. 

Q.  The  railroads  cannot  help  that,  can  they  ?     A.  No. 

Q.  The  freights  west  of  Buffalo  are  all  made  by  the  western 
roads,  are  they  not  ?     A.  I  don't  know  how  that  is  ;  I  suppose 

so. 

Q.  Your  complaint  is  of  the  freights  west  of  Buffalo,  isn't  it ; 
you  don't  complain  of  five  cents  a  barrel  from  Buffalo  here,  do 
you  ?     A.  I  do,  if  somebody  else  gets  it  carried  for  two. 

Q.  Don't  all  the  grain  that  comes  from  Buffalo  here  come  for 
five  cents  ?     A.  Yes,  sir. 

Q.  There  is  no  discrimination,  is  there  ?  A.  Except  once 
in  a  while  ;  I  don't  know  of  any. 
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Q.  An  isolated  case  ;  I  mean  as  a  rule  ?  A.  As  a  rule  there 
is  not. 

Q.  It  has  been  for  years  ?     A.  Yes,  sir. 

Q.  Don't  you  think  that  is  a  fair  price  and  a  low  price  ?  A. 
I  think  it  is  if  everything  was  open  and  above  board  ;  I  don't 
think  it  is  if  somebody  else  gets  a  side  cut. 

Q.  Does  anybody  else  in  Rochester  have  any  different  rate  ? 
A.  No;  I  am  not  complaining  about  the  way  Rochester  is 
used  in  that  respect. 

Q.  When  you  buy  wheat  in  Milwaukee  and  bring  it  here, 
and  then  mill  it  and  send  it  to  New  York,  you  have  all  your 
bran  ;  I  don't  know  what  percentage  that  is  ?    A.  Yes,  sir. 

Q.  What  is  the  bran  worth,  that  part  that  does  not  go  into 
fine  flour,  on  a  barrel  of  flour ;  five  bushels  of  wheat  it  takes 
to  make  a  barrel  of  flour  ?  A.  That  is  worth  different  prices  ; 
at  present  prices  it  would  be  worth  about  35  or  36  cents. 

By  the  Chairman  : 

Q.  Do  I  undestand  you,  that  your  complaint  of  the  dis- 
crmination  is  confined  wholly  to  rates  west  of  Rochester,  or 
does  it  include  rates  from  Rochester  to  the  sea  board,  and 
eastern  points?  A.  It  includes  shipping  to  eastern  points 
also  ;  it  covers  both  east  and  west. 

By  Mr.  Shipman  : 

Q.  Your  complaint,  as  I  understand  you,  is  not  so  much 
that  the  freight  charged  from  Rochester  to  New  York  is  an 
unreasonable  rate  in  itself,  but  because  freight  goes  from  Mil- 
waukee to  New  "York  at  a  through  rate,  leaving  the  pro- 
portional rate  less  ?  A.  Yes,  sir ;  I  complain  that  the  rates 
are  too  high  here,  if  we  have  to  pay  15  cents,  and  somebody 
else  pays  eight  or  nothing. 

By  Mr.  Laning  : 

Q.  Your  complaint  is,  that  the  through  rate  is  so  low  that 
you  are  unable  to  compete  with  the  western  miller  ?  A.  Yes, 
sir. 

Q.  At  the  prices  from  here  east  ?  A.  Yes,  sir ;  and  that  the 
New  York  roads  are  guilty  to  a  certain  extent  in  countenanc- 
ing that  thing. 

Q.  Do  you  think  15  cents  a  barrel  is  too  high  a  rate  from 
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here  to  New  York,  when  they  have  to  pay  seven  cents  lighter- 
age?    A.  I  think  it  is,  if  somebody  else  gets  it  for  eight. 

Q.  Do  you  know  anybody  here  who  gets  it  for  eight  ?  A. 
Well,  assuming  that  these  bills  are  what  they  purport  to  be, 
I  do. 

Q.  Anybody  in  this  State  ?  A.  No  ;  yes,  I  know  people  at 
the  other  end,  in  Albany,  for  instance,  that  have  bought  flour 
in  that  way. 

Q.  Bought  it  where  ?  A.  Bought  it  in  St.  Louis  ;  the  New 
York  Central  road  have  received  eight  cents  where  they  would 
ask  us  fifteen. 

Q.  That  was  a  through  rate  ?  A.  Yes,  but  it  was  not  a 
through  rate  as  far  as  the  eight  cents  from  Buffalo  to  Troy, 
which  the  New  York  Central  road  received. 

Q.  It  was  a  through  rate  from  St.  Louis  to  Troy  ?  A.  Yes, 
sir. 

Q.  You  mentioned  a  time — was  it  this  last  spring — when 
there  was  a  rate  of  fifteen  cents  from  Milwaukee  to  New  York  ? 
A.  No,  sir;  irom  St.  Louis  to  New  York,  I  said;  I  won't  be 
sure  whether  it  was  to  New  York  or  to  Albany,  one  or  the 
other. 

Q.  Have  you  any  data  from  which  you  can  find  out  how  that 
is  ?     A.  Yes,  sir. 

Q.  Here  ?     A.  Yes,  sir  ;  I  think  so. 

Q.  Please  state  to  me  ?  A.  (Eeferring  to  papers.)  What  do 
you  want  ? 

Q.  You  spoke  of  a  through  rate  of  fifteen  cents  ?  A.  Yes, 
sir ;  to  Troy. 

Q.  From  where?     A.  From  East  St.  Louis. 

Q.  What  is  the  date?     A.  June  1st,  1879. 

Q.  How  long  did  that  rate  la^.t  ?  A.I  could  not  say ;  it 
might  have  lasted  ouly  one  day. 

Q.  Do  you  know  what  the  rate  was  from  East  St.  Louis  to 
Philadelphia  the  same  day  ?     A.  No,  sir. 

Q.  Do  you  know  what  it  was  to  Baltimore  ?     A.  No. 

Q.  Do  you  know  what  it  was  to  Montreal  ?     A.  No. 

Q.  Do  you  know  what  it  was  to  Boston  ?     A.  No. 

Q.  Don't  you  know  that  that  rate  was  the  same  over  all  the 
lines  at  that  time?     A.  It  might  have  been. 

Q.  And  if  the  property  had  not  been  carried  through  New 
York,  it  would  have  gone  some  other  route,  wouldn't  it,  if  it 
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had  been  a  half  a  cent  lower  ?      A.  I  don't  know  how  that  is  ; 
it  probably  would. 

Q.  So  that  it  was  the  competition  of  lines  outside  of  New 
York  with  seaboard  towns  outside  of  New  York,  which  made 
it  necessary  to  carry  the  property,  if  they  carried  it  at  all,  at 
that  rate,  wasn't  it?     A.  Well,  I  suppose  it  was. 

Q.  Do  you  know  how  many  bushels  of  wheat  they  raise  in 
the  State  of  New  York  ?     A.  No,  sir. 

Q.  Have  you  any  idea  ?     A.  No,  sir. 

Q.  Over  ten  million?  A.  I  should  think  it  was  ;  I  have  not 
any  data  of  that  kind,  I  have  not  posted  myself  on  that  at  all; 
I  would  not  express  an  opinion. 

Q.  Have  you  any  idea  that  the  State  of  New  York  raises  as 
much  wheat  as  they  consume  ?  A.  I  should  think  they  did  ; 
yes,  sir. 

Q.  You  think  they  do  ?    A.  I  think  they  do. 

Q.  You  don't  know  that  it  is  the  fact  that  they  do  not  into 
fifty  per  cent.,  do  you?     A.  No,  sir. 

By  Mr.  Martindale  : 

Q.  Do  you  know  the  fact  that  the  diminution  in  the  produc- 
tion of  wheat  amounts  to  a  good  many  millions  of  bushels  in 
the  State  of  New  York  as  compared  with  1860  and  1870  ?  A.  I 
know  there  must  be  a.  decrease,  but  how  much  it  is  I  have  no 
idea. 

Q.  But  you  have  not  examined  so  that  you  can  give  us  intel- 
ligent data  on  that  subject?    A.  No,  sir. 

Q.  You  have  been  asked  whether  or  not  other  industries 
have  grown  up  here  in  Rochester  ;  they  have  grown  here,  some 
of  them,  havn't  they  ?    A.  Yes,  sir. 

Q.  Despite  the  discrimination  in  freights  ?     A.  Yes,  sir. 

Q.  And  other  impediments?     A.  Yes,  sir. 

Q.  Have  any  of  these  industries  displaced  the  power  which 
could  be  utilized  in  the  milling  business  ?  A.'  Not  in  an  in- 
stance that  I  can  now  recall. 

Q.  That  is,  these  other  industries  are  working  in  here  and 
trying  to  live  ?  A.  It  don't  require  water  to  sew  cloth,  nor 
to  make  boots  and  shoes. 

Q.  But  even  in  regard  to  the  use  of  water,  other  industries 
are  being  built  up  despite  the  discrimination  in  freights?  A. 
Yes,  sir. 
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Q.  Are  you  aware  that  heavy  freightage  is  charged  on  all  the 
articles  which  are  sent  forward  from  Rochester,  either  east  or 
west  on  the  railroads  ?     A.  I  am,  from  current  report. 

Q.  Do  you  know  that  there  are  discriminations  among  the 
dealers  themselves  by  which  one  man  gets  a  preference  over 
another  man?     A.  Yer,  sir. 

Q.  And  that  capricious,  too  ;  now  a  few  questions  have  been 
put  to  you  about  what  is  a  reasonable  charge  for  freightage 
from  Buffalo  to  Rochester,  and  from  Rochester  west ;  do  you 
in  your  answer  take  into  account  the  question  of  the  ability  of 
the  carrier  to  take  the  freight,  as  shown  in  taking  it  for  persons 
who  are  producers  or  manufacturers  outside  of  the  state? 
A.  No,  sir  ;  I  don't  know  anything  about  that. 

Q.  Assuming  that  they  do  take  it  for  producers  or  manufac- 
turers outside  of  the  state,  for  a  cent  a  hundred  pounds,  from 
Buffalo  to  Rochester,  is  it  reasonable  that  they  should  charge 
you  five  ?     A.  No,  sir. 

By  Mr.  Shipman  : 

Q.  You  spoke  of  some  discriminations  between  individuals, 
here  ;  do  you  know  anything  about  that  ?  A.  I  have  not  facts 
like  my  own  that  I  have  just  given,  to  base  it  on;  I  have  heard 
reports  at  different  times,  which  I  believe. 

Q.  Do  you  know  of  any  discrimination  against  you  individ- 
ually, in  favor  of  other  flour  producers  in  Rochester  1  A.  Yes, 
sir. 

Q.  Who  ?      A.  Well,  I  have  had  favors  myself. 

Q.  Ah  !  indeed  !  I  said  against  you  ;  I  said  any  discrimina- 
tions against  you  iu  favor  of  anybody  else  ?  A.  Well,  I  pre- 
sume other  men  have  been  treated  as  well  as  I  have. 

Q.  In  other  words,  you  have  at  times  had  special  rates, 
haven't  you  ?     A.  I  have  had  the  benefit  of  special  rates. 

Q.  And  so  have  others,  haven't  they?  A.  I  suppose  they 
have  ;  nothing  to  make  us  rich,  though. 

Q.  Now,is  not  the  whole  story  this,  that  you  want  the  rail- 
roads to  bring  down  their  freights  from  here  to  New  York,  so 
as  to  correspond  to  a  pro  rata  share  of  the  through  rate  from 
Chicago  ?     A.  Yes,  sir. 

Q.  Do  you  know  what  would  be  the  effect  of  such  a  business 
as  that?     A.  No,  sir  ;  I  presume  it  would  ruin  them. 

Q.  It  would  ruin  the  railroads  ?     A.  Yes,  sir. 
11 
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Q.  If  they  put  up  the  western  freight  so  as  to  correspond 
with  the  freight  from  here  to  New  York,  it  would  send  all  the 
wheat  from  Milwaukee  and  Chicago,  wouldn'tjit,  over  the  Grand 
Trunk  and  over  the  Pennsylvania  and  over  the  Baltimore  & 
Ohio  to  Baltimore,  Boston  and  Philadelphia ;  that  would  be 
the  inevitable  effect,  wouldn't  it?  A.  It  would  have  a  ten- 
dency to  drive  trade  away  ;  yes,  sir. 

By  the  Chairman  : 

Q.  What  would  be  the  effect  in  case  they  so  adjusted  them 
that  they  should  bear  a  relative  proportion  to  each  other. 

Mr.  Shipman — He  answered  that ;  I  put  that  question  to 
him. 

By  the  Chairman  : 

Q.  What  was  your  answer  to  the  question  of  Judge  Ship- 
man  as  to  reducing  the  rate  from  points  in  New  York  to  cor- 
respond with  the  through  western  rates  ?  A.  I  couldn't  see 
how  the  roads  could  make  any  money  ;  but  the  idea  of  the 
whole  thing  is  this,  and  here  is  just  what  is  the  trouble,  our 
roads  in  this  State  are  making  money  out  of  the  citizens  of 
the  State,  that  the  citizens  have  to  pay  for  ;  they  don't  get  any 
return  for  it ;  they  are  having  their  business  ruined. 

Q.  If  they  can  afford  to  carry  freight  from  Buffalo  to  New 
York  for  8  cents  a  hundred  on  a  through  rate,  can't  they  afford 
to  carry  from  Rochester  to  New  York  at  the  same  rate  ?  A. 
Yes,  sir. 

Q.  Then  that  reduction  would  not  ruin  the  railroad  ? 
A.  My  idea  is  that  they  are  carrying  it  cheaper  than  they  can 
afford  to,  a  good  deal  of  it,  and  making  it  up  on  the 
excessive  charges  they  charge  us ;  I  don't  know  anything 
about  railroading ;  I  am  not  a  railroad  man. 

By  Mr.  Martindale  : 

Q.  Somebody  has  told  you,  that  in  order  to  carry  your 
freight  through  at  such  less  rate  from  Chicago,  they  must  run 
at  a  loss  ?  A.  Yes,  sir ;  that  is  what  I  am  told  by  railroad 
men. 

Q.  Now  you  assume,  and  it  has  been  sworn  to  by  the  most 
intelligent  of  these  railroad  men  in  New  York,  I  mean  Mr. 
Worcester,  that  they  run  at  a  profit  in  taking  it  at  ten  cents  a 
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hundred  from  Chicago  to  New  York ;  assume  that  as  a  fact, 
then  what  is  the  answer  ?  A.  They  don't  lose  any  money  if 
that  is  so. 

Q.  Then  not  only  do  they  make  money  on  those  reduced 
rates,  but  they  are  charging  you  here  in  order  to  get  dividends 
on  their  enormous  capital  ?     That  is  it  exactly. 

Q.  The  mill  which  you  run  is  what  mill  ?  A.  The  Whitney 
mill. 

Q.  Is  that  the  mill  in  which  George  J .  Whitney  had  an  in- 
terest ?     A.  Yes,  sir ;  built  in  1827. 

Q.  You  had  been  running  it  previous  to  his  death,  and  while 
he  was  a  director  of  the  company  ?     A.  Yes,  sir. 

By  Mr.  Shipman  : 

Q.  Do  you  know  what  the  rate  on  a  barrel  of  flour  from 
Chicago  to  New  York  is  now  ?     A.  No,  sir. 

Q.  What  has  it  been  within  the  last  two  months?  A.  I 
don't  know  as  I  could  tell  you. 

Q.  Well,  it  is  fifty  cents  to-day  ?  A.  I  think  that  is  so  ;  that 
is  what  I  think  it  is. 

Q.  What  is  the  rate  from  ."Rochester  to  New  York  ?  A.  To- 
day to  New  York  it  is  twenty-five  cents. 

Q.  You  are  mistaken,  are  you  not  ?     A.  Is  it  thirty  *? 

Q.  Twenty  ?  A.  Hasn't  it  been  raised  twice  ;  it  was  fifteen  ; 
hasn't  it  been  raised  twice  in  the  last  sixty  days  ? 

Mr.  Goodman — It  was  fifteen  up  to  thirty  days  ago,  then  it 
was  made  twenty,  and  now  it  is  twenty-five  from  this  morn- 
ing ;  it  was  only  twenty  up  to  this  morning. 

The  Witness — We  have  not  shipped  any  from  Chicago,  and 
I  have  forgotten  how  it  is. 

Q.  Do  you  think  that  at  fifty  cents  a  barrel  from  Chicago 
to  New  York  and  twenty  cents  a  barrel  from  Rochester  to 
New  York  there  is  any  discrimination  against  the  Rochester 
millers  ?  A.  No  ;  if  we  could  depend  upon  those  rates — if  we 
knew  that  those  weve  the  real  rates  ;  but  we  don't  get  at  those 
facts ;  it  is  the  cut  rates  that  troubles  us  mostly  ;  it  is  not  the 
open  rates  ;  open  rates  are  often  bad  enough,  but  it  is  the  cut 
rates  that  cut  our  throats. 

By  the  Chairman  : 
Q.  In  relation  to  this  subject  of  manufactures  here,  is  there, 
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or  not  sufficient  water  power  in  Bochester  to  do  all  the  mill- 
ing that  ever  has  been  done,  and  in  addition  to  that  do  all  the 
manufacturing  that  has  sprung  up  since  the  milling  began  to 
wane  ?  A.  Yes,  sir ;  I  suppose  there  is  enough  power  here  to 
keep  a  million  people  busy. 

By  Mr.  Laning  : 

Q.  Hasn't  there  been  times  in  the  year  here  for  sixty  days 
in  the  summer  season,  when  you  could  not  run  your  mill  at 
all  ?     A.  No. 

Q.  For  want  of  water  ?     A.  No,  sir. 

Q.  Have  you  had  at  all  times  water  sufficient  to  operate 
your  mill  ?  A.  No,  sir ;  but  we  can  always,  a  part  of  the 
twenty-four  hours,  get  what  water  we  want ;  I  have  got  30 
feet  of  head  that  I  am  not  using  at  my  mill. 

Q.  When  do  you  market  your  flour  generally  ?     A.  Now  ? 

Q.  Yes.  A.  Our  trade  is,  nine-tenths  of  it,  here  in  Boches- 
ter ;  it  used  to  be  the  other  way,  nine-tenths  out  of  Roches- 
ter. 

Q.  "Why  do  you  market  in  Bochester  ?  A.  Because  I  can- 
not sell  anywhere  else. 

By  Mr.  Shipman  : 

Q.  It  would  be  an  injury,  to  you,  then,  wouldn't  it,  to 
have  the  freight  lowered  from  Milwaukee  to  Bochester  so  as 
to  knock  your  trade  eudwise?  A.  Yes,  sir  ;  by  the  way  there 
is  a  great  deal  of  flour  being  brought  here  from  Milwaukee. 

By  Mr.  Laning  : 

Q.  That  rather  keeps  the  price  down  here,  don't  it  ?  A. 
Yes,  sir. 

Q.  That  benefits  the  consumer  instead  of  the  producer,  I 
suppose  ?     A.  Yes. 

Q.  More  men  eat  flour  than  make  flour  here  in  Bochester, 
don't  they  ?     A.  Yes,  sir. 

By  Mr.  Mabtindale  : 

Q.  You  are  quite  content  to  forego  the  western  market  if 
they  will  allow  you  equal  chances  to  get  to  the  eastern  market 
and  Liverpool?    A.  Yes,  sir. 


1203 

William  W.  Mack,  being  duly  sworn,  testified  as  follows  : 

By  Mr.  Martindale  : 

Q.  How  long  have  you  lived  in  Kochester  ?     A.  Since  1865. 

Q.  In  what  business  have  you  been  engaged  here  ?  A.  In 
the  spring  of  1866  I  engaged  in  the  edge  tool  manufacture. 

Q.  And  continued  in  it  how  long?  A.  Continued  in  it  until 
February,  1877,  and  re-entered  the  business  two  years  after- 
ward ;  last  February. 

Q.  I  want  to  call  your  attention  to  a  single  fact  only  ;  have 
you  any  practical  experience  that  you  can  tell  the  Committee 
as  to  freightage  on  the  manufactures  in  your  line  to  the  west, 
and  discriminations  between  you  here  and  eastern  shippers  ? 
A.  I  have  not  since  re-entering  last  February,  but  previous  to 
that,  when  I  was  in  business  before,  it  used  to  make  us  some 
trouble — the  difference  in  freight. 

Q.  Give  us  some  instance?  A.  In  shipping  to  Cincinnati, 
for  instance,  at  one  time  the  parties  suggested  to  us  that  we 
might  ship  to  New  York,  possibly,  and  have  them  re-shipped 
back  to  Cincinnati  for  less  than  we  could  get  it  done  here  ;  I 
ascertained  just  what  we  could  do,  and  by  shipping  to  New 
York  and  having  it  re-shipped  to  Cinciimati,  we  could  save 
about  fourteen  cents  a  hundred  for  our  customers ;  we  don't 
pay  it  ourselves. 

Q.  What  was  the  freightage  from  here  to  New  York  ?  A.  I 
think  it  was  sixty  cents  at  that  time  ;  I  think  that  is  what  we 
paid. 

Q.  So  the  difference  would  be  then  74  cents  between  ship- 
ping from  New  York  to  Cincinnati  and  from  here  to  Cincinnati 
on  these  same  articles ;  is  there  auy  other  instance  ?  A.  In 
shipping  to  St.  Louis  we  went  through  the  same  process,  and 
I  think  saved  eighteen  cents  to  the  customer. 

Q.  Over  what  road  was  that ;  the  Erie,  in  the  time  of  Gould 
and  Fisk,  or  was  it  over  the  Central?  A.  lam  not  positive 
which  road  it  went  over ;  we  shipped  to  New  York. 

Q.  Shipped  to  New  York  and  re-shipped  back  again?  A. 
Yes,  sir. 

Q.  And  the  last  time,  what  was  it  ?  A.  We  saved  18  cents, 
I  think,  to  St.  Louis,  and  14  to  Cincinnati. 

By  Mr.  Shipman  : 
Q.  You  say  you  don't  remember  over  which  road  this  was? 
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A.  T  am  not  positive ;  it  was  sent  to  the  care  of  some  parties 
in  New  York,  and  they  re-shipped. 

Q.  How  long  ago  was  this  ?  A.  I  should  think  perhaps  five 
years  ago  ;  it  might  not  have  been  that ;  I  have  been  out  of 
business  two  years,  and  it  was  previous  to  my  going  out  of  the 
business. 

Q.  Then  you  don't  know  anything  about  the  matter  for  two 
years  since  ?  A.  No,  not  since  then — since  I  went  in  the  last 
time. 

Q.  That  discrimination  did  not  affect  you  at  all,  did  it ;  it 
affected  your  customers  in  St.  Louis  and  Cincinnati  ?  A.  We 
don't  pay  freights  at  all,  as  I  say,  but  sometimes  it  affects  us  a 
little  this  way,  they  insist  on  our  making  the  freights  as  low  as 
they  can  get  them  from  New  York. 

Q.  Do  you  know  over  what  roads  that  freight  went  from 
New  York  that  you  speak  of  ?     A..  I  said  that  I  did  not. 

Q.  It  may  have  gone  over  the  Pennsylvania  road  for  all  you 
know  ?     A.  Yes,  sir ;  it  might,  for  all  I  know. 

Mr.  Martindale — I  shall  ask,  so  far  as  the  parties  whom  I 
represent  ,are  concerned,  that  the  Committee  will  allow  us 
another  meeting  to  appear  here,  at  which  time  I  suppose  the 
Farmers'  Alliance  will  be  prepared  with  the  evidence  of  spe- 
cific facts  bearing  on  the  subject,  when  it  can  be  introduced, 
as  I  cannot  now  do  it  intelligently  and  properly. 

The  Chairman — Our  having  to  assemble  in  Saratoga  on  the 
20th,  at  ten  o'clock  in  the  morning,  will  make  a  suggestion  of 
that  kind  quite  agreeable  to  the  Committee  at  present,  and  we 
will  give  you  a  hearing  before  the  full  Committee  or  a  sub- 
Committee  at  some  future  time,  which  will  be  mutually  con- 
venient. Now  we  will  listen  to  anything  that  Judge  Shipman 
and  Mr.  Laning  may  desire  to  offer  on  the  other  side. 

Mr.  Laning — We  would  prefer  to  hear  the  case  on  the  part 
of  our  friends  entirely  through  before  we  offer  our  evidence, 
and  we  are  not  prepared  to  go  into  any  particular  examination 
of  cases,  and  if  your  honors  leave  to-day  we  hardly  could  make 
any  progress.  If  a  sub-Committee  is  to  take  this  matter  up 
we  would  like  to  be  heard  after  they  close  their  evidence. 

The  Chairman. — I  understand  then,  that  there  is  nothing 
further  for  the  Committee  to  transact  here  this  session.  That 
being  the  case  we  stand  adjourned. 

Adjourned  to  meet  at  Saratoga,  August  20th,  1879,  at  10  A.  m. 
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Saratoga  Springs,  N.  Y.,  August  20th,  1879. 

The  Special  Assembly  Committe  on  Railroads  met  at  the 
Town  Hall,  Saratoga  Springs,  and  was  called  to  order  by.  the 
Chairman. 

Present — All  the  members  of  the  Committee  except  Mr. 
Grady. 

appearances. 

Simon  Sterne,  Esq.,  for  the  Chamber  of  Commerce  of  "New 
York  and  New  York  Board  of  Trade  and  Transportation,  and 
Thomas  P.  Fowler,  Esq.,  Assistant  Counsel. 

Chauncey  M.  Depew,  Esq.,  for  New  York  Central  &  Hudson 
River  Railroad  Company. 

W.  D.  Shipman,  Esq.,  for  New  York,  Lake  Erie  &  Western 
Railroad  Company. 

Mr.  Sterne — I  desire  now  to  offer  in  evidence,  and  have 
marked  here  as  part  of  the  exhibits  in  this  proceeding,  Circu- 
lar No.  46,  and  Circular  No.  63,  of  tli6  joint  action  of  the  joint 
executive  committee  of  the  various  railways,  both  in  this  State 
and  in  other  States,  I  think  comprising  in  all  twenty-eight 
railways,  had  but  recently,  August  13th,  iu  which  they  unite 
in  giving  up  special  contracts  and  special  rates.  I  ask  to  have 
those  marked  as  exhibits. 

(Marked  Exhibits  1  and  2,  August  20th,  1879.) 
Mr.  Sterne — We  have  in  evidence  a  comparative  statement 
of  the  construction  and  capital  stock  and  floating  and  funded 
debt  accounts  of  the  Erie  Railway,  from  its  organization  in 
1861  down  to  1878.  I  desire  now  to  offer  a  comparative  state- 
ment, compiled  from  the  State  Engineer's  Reports,  of  the  Hud- 
son River  Railroad  Company,  of  both  those  accounts,  from 
1854  to  1839  ;  of  the  New  York  Central  Railroad  Company  like 
accounts  for  the  same  period;  and  then  from  1869  to  1878  (or 
rather  from  1870  to  1878  inclusive),  the  same  comparative 
statements  of  the  New  York  Central  Railroad  Company. 
(Marked  for  identification,  Exhibit  No.  3,  August  20th,  1879.) 
Mr.  Sterne — I  also  desire  to  offer  the  articles  of  incorpora- 
tion of  the  New  York,  Lake  Erie  &  Western  Railroad  Com- 
pany. The  certificate  of  incorporation  of  the  New  York,  Lake 
Erie  &  Western  Company,  which  has  succeeded  the  Lake  Erie 
Company  ;  that  shows  upon  what  basis  the  reorganization  has 
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been  had,  and  in  what  particular  that  railway  reorganization 
differs  from  any  other  railway  organization  that  we  have  in  the 
State. 

(Received  and  marked  Exhibit  No.  4,  August  20th,  1879). 
Mr.  Sterne — In  that  connection  I  also  desire  to  offer  the 
new  Consolidated  Mortgage  of  the  New  York,  Lake  Erie  & 
Western  Railroad  Company,  which  takes  the  place  of  the  old 
Consolidated  Second  Mortgage. 

Mr.  Sbipman — I  presume  that  is  a  correct  copy;  I  don't  know 
who  printed  it ;  subject  to  compai'ison  and  correction,  we  have 
no  objection  to  it. 

(Received  and  marked  Exhibit  No.  5,  August  20th,  1879). 
Mr.   Depew — The  exhibits  that  Mr.  Sterne   called  for  and 
said  that  we  had  not  furnished,  I  have  produced  here  as  far  as 
possible ;  here  is  the  lease  of  the  Dunkirk,  Alleghany  &  Pitts- 
burgh Railroad  Company,  the  Junction  Railroad  Company,  of 
Buffalo,  the  Syracuse  Junction  Railroad  Company,  and  the 
Union' Stock  Yards  and  Market  Company. 
Mr.  Sterne — And  the  Spuyten  Duyvil  Road. 
Mr.  Depew — The  Spuyten  Duyvil  Road  I  have  also  here  ;  it 
was  in  Mr.  Vanderbilt's  subpoena,  and  I  presumed  you  would 
call  for  it  when  you  examined  him  ;  also  a  statement  which 
was  called  for,  of  the  cost  of  the  land  upon  which  the  lease  was 
based ;  an  estimated  statement. 

The  Chairman — We  will  mark  them  for  identification,  and 
put  them  in  later. 

The  lease  from  the  New  York  Central  &  Hudson  River  Rail- 
road Company  to  the  Union  Stock  Yard  Company,  marked  for 
identification,  Exhibit  No.  6,  August  20th,  1879. 

Modification  of  lease  of  the  New  York  Central  and  Hudson 
River  Railroad  Company  to  Union  Stock  Yard  Company, 
marked  for  identification,  Exhibit  No.  6,  August  20th,  1879. 

The  lease  of  the  Dunkirk,   Alleghany  Valley  &   Pittsburgh 
Railroad  Company  to  the  New  York  Central  &  Hudson  River 
Railroad  Company,  marked  for  identification,  Exhibit  No.  7, 
August  20th,  1879. 

The  lease  of  the  Junction  Buffalo  Railroad  Company  to  the 
New  York  Central  &  Hudson  River  Railroad  Company,  marked 
for  identification,  Exhibit  No.  8,  August  20th,  1879. 

The  lease  of  the  Syracuse  Junction  Railroad  Company  to 
the  New  York  Central  &  Hudson  River  Railroad  Company, 
marked  for  identification,  Exhibit  No.  9,  August  20th,  1879. 
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William  H.  Vanderbilt,  being  duly  sworn,  testified  as  follows  : 
Mr.  John  E.  Bueril  appeared  as  counsel  for  the  witness. 

By  Mr.  Sterne  : 

Q.  Mr.  Vanderbilt,  you  are  President  of  tlie  New  York  Cen- 
tral &  Hudson  River  Railroad  Company,  are  you  not?  A.  I 
am,  sir. 

Q.  How  long  have  you  been  connected  with  the  railway  sys- 
tem of  this  State  ?     A.  Fifteen  years. 

Q.  Had  you  any  railroad  experience  before  that  period,  as 
manager  or  as  to  traffic  arrangements  ?  A.  I  was  Receiver  of  a 
small  road  before  that,  two  or  three  years. 

Q.  The  Staten  Island  road  V     A.  Yes,  sir. 

Q.  How  long  a  period  of  time  was  that  anterior  to  your  ac- 
tive management -  -  ?     A.  Two  years. 

Q.  How  long  a  period  of  time  anterior  to  your  active  con- 
nection with  the  system  of  railways  with  which  you  are  now 
connected  ?  A.  Immediately  after ;  within  three  or  four 
months. 

Q.  Your  first  connection  was  with  the.  Harlem  Railway,  was 
it  not  ?    A.  Yes,  sir. 

Q.  That  is  a  road  that  runs  parallel  with  the  Hudson  River 
from  New  York  City  to  Chatham  Four  Corners  V  A.  Partially, 
yes,  sir. 

Q.  Do  you  recognize  this  "  Exhibit  13,  June  21st,  1879,"  as 
a  copy  of  the  lease  of  the  Harlem  Railroad  Company  to  the 
Hudson  River  &  New  York  Central  (banding  witness  a 
paper)  ?  A.  I  cannot  say  that  I  have  ever  seen  it  in  print ;  I 
have  no  doubt  that  it  is. 

Q.  Look  at  Schedule  A,  please,  and  state  whether  you  re- 
cognize that  as  a  list  of  the  bonded  indebtedness  of  that  road  ? 
A.  I  cannot  say  that  I  recognize  this  .at  all ;  my  signature  is 
signed  to  it ;  I  presume  it  is  correct. 

Q.  And  the  capital  stock  of  the  road  was  what,  at  that  time '? 
A.  About  nine  millions. 

Q.  The  whole  of  the  capital  stock  was  not  issued  at  the 
time  of  the  making  of  the  lease  ?     A.  I  think  it  was. 

Q.  The  lease  contains  a  provision  setting  forth  otherwise  ? 
A.  There  may  not  have  been  but  eight  millions  issued. 

Q.  If  you  will  kindly  look  at  the  third  section  of  that  lease 
your  memory  in  that  respect  may  be  refreshed  ?  A.  That  is 
12 
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so ;  yes,  sir ;  the  capital  was  ten  millions ;  nine  millions 
issued. 

Q.  1  he  other  million  was  then  subsequently  issued,  was  it 
not  ?  A.  I  think  not,  all  of  it ;  well,  I  think  it  is  issued  on 
the  books ;  I  think  it  is. 

Q.  Wasn't  it  under  the  terms  of  the  lease  to  be  issued  to  the 
New  York  Central  &  Hudson  Eiver  Railroad  Company  for  its 
benefit  ?  A.  Yes  ;  for  the  benefit  of  the  New  York  Central  & 
Hudson  River ;  money  was  to  be  expended  on  the  Harlem. 

Q.  It  was  authorized  to  be  expended  upon  what  is  called  the 
Fourth  Avenue  Improvement?  A.  Well, on  anything  pertain- 
ing to  the  Harlem  road. 

Q.  Was  it  expended  upon  improving  the  property  of  the 
Harlem  Railroad  ?     A.  Most  of  it. 

Q.  And  was  it  expended  upon  what  is  known  as  the  Fourth 
Avenue  Improvement  ?     A.  All  of  it  ?  I  can't  say. 

Q.  Can  yon  state  what  part  of  it  was  so  expended?  A.  I 
cannot. 

Q.  Can  you  state  how  much  that  million  of  stock  realized  ? 
A.  Sold  for  ? 

Q.  Yes.     A.  I  think  it  was  about  one  hundred  and  forty. 

Q.  Therefore  about  $1,400,000;?     A.  I  think  so. 

Q.  You  pay  eight  per  cent,  dividend  upon  that  stock,  do  you 
not?     A.  Yes,  sir. 

Q.  Precisely  in  the  same  manner  as  you  do  upon  the  nine 
other  millions  of  the  capital  stock  of  the  road  ?    A.  Yes,  sir. 

Q.  Have  you  any  recollection  of  what  is  known  as  the 
Schuyler  frauds  ?     A.  No,  sir. 

Q.  From  the  books  of  the  Harlem  Railroad  Company,  do 
you  know  how  much  the  capital  stock  of  the  Harlem  Railroad 
was  added  to  by  the  fraudulent  over  issue  of  stock  under  the 
Schuyler  frauds  ?     A.  No,  I  don't  know  anything  about  it. 

Q.  Do  you  know  how  much  of  the  nine  millions  of  stock 
thus  issued,  is  represented  by  the  issue  of  the  Schuyler 
shares  ?     A.  I  don't  know  anything  about  it,  sir. 

Q.  The  property  of  the  Harlem  Railroad  thus  leased  was 
represented,  was  it  not,  fully  by  the  schedules  which  are  here- 
unto annexed  ?     A.  I  suppose  it  was. 

Q.  And  the  bonded  debt  and  stock  capital  represented  fully, 
did  it  not,  the  cost  of  the  property  of  the  New  York  &  Harlem 
Railroad  Company  ?    A.  I  don't  know  anything  about  it. 
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Q.  How  long  were  you  connected  with  the  Harlem  Railroad 
Company  ?     A.  I  have  been  connected  with  it  since  1864. 

Q.  How  long  were  you  connected  with  it  before  it  was  leased 
to  the  New  York  Central  &  Hudson  River  Railroad  Company  ? 
A.  From  that  time  until  it  was  leased. 

Q.  1873?    A.  Yes,  sir. 

Q.  During  those  nine  years  have  you  made  no  investigation 
to  ascertain  what  relation  the  capital  stock  bore  to  the  value 
of  the  property,  or  the  bonded  indebtedness  bore  to  the  value 
of  the  property  of  the  New  York  &  Harlem  Road  ?  A.  I  can 
not  say  that  I  have. 

Q.  So  you  cannot  tell  whether  the  bonded  indebtedness  or 
stock  capital  was  in  excess  of  the  value  of  that  property,  or  less 
than  the  value  of  that  property  ?  A.  I  don't  know  anything 
about  it. 

Q.  Were  you  not  the  largest  stockholder,  or  your  family — 
when  I  speak  of  you,  I  speak  of  your  father  as  well — the 
largest  stockholder  of  the  New  York  &  Harlem  Railroad  Com- 
pany,'at  the  time  of  the  consummation  of  that  lease  ?  A.  He 
was. 

Q.  Didn't  he  own  a  controlling  interest  of  that  stock  ?  A. 
No,  never  did  ;  not  since  I  had  anything  to  do  with  it. 

Q.  Didn't  he  in  connection  with  your  own  holdings  and  the 
holdings  of  your  family  ?     A.  No,  sir. 

Q.  Didn't  he,  in  point  of  fact,  control  the  interests  of  that 
stock  ?     A.  No,  sir  ;  not  by  any  holdings — nor  his  family. 

Q.  You  were  at  that  time  the  Vice-President  of  the  Harlem 
Railroad?     A.  Yes,  sir. 

Q.  What  were  your  duties  in  connection  with  the  Harlem 
Railroad?  A.  I  looked  after  its  general  affairs;  at  that  time 
I  did  not  have  much  railroad  experience,  and  I  had  to  learn  ; 
we  had  other  good  men  connected  with  it,  and  I  was  looking 
principally  after  expenses. 

Q.  What  were  your  duties  during  the  same  period  of  time 
in  connection  with  the  New  York  Central  &  Hudson  River 
Railroad  Company  ?     A.  Covering  up  to  1873  ? 

Q.  Covering  up  to  1873?  A.  My  duties  as  Vice-President 
were  the  same  as  with  the  Harlem. 

Q.  Had  you  any  more  intimate  knowledge  of  the  affairs  of 
the  New  York  Central  &  Hudson  River  Railroad  then  than 
you  had  of  the  Harlem  ?     A.  At  that  time  ? 

Q.  At  that  time  ?     A.  Prior  to  my  going  in  ? 
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Q.  Prior  to  the  leasing?  A.  Prior  to  my  connection  with 
it  ;  no,  sir. 

Q.  From  1869  to  1873?  A.  More  than  I  did  with  the 
Harlem  ? 

Q.  Yes  ?  A.  I  knew  more  about  that  company,  yes ;  I 
knew  more  about  the  Hudson  River. 

Q.  Tou  were  also  a  Director  in  both  those  companies  ?  A. 
After  the  consolidation. 

Q.  Weren't  you  before?     A.  No,  sir. 

Q.  I  am  speaking  of  the  Harlem  Railroad  and  New  York 
Central  &  Hudson  River  Railroad ;  were  you  not  a  director 
of  the  Harlem  Railroad  while  you  were  Vice-President  ?  A. 
I  was. 

Q.  Were  not  you  director  of  the  New  York  Central  &  Hud- 
son River  while  you  were  Yice-President  ?  A.  After  the  con- 
solidation, yes,  sir  ;  I  was  a  director. 

Q.  Then'  from  1869  to  1873  you  were  Director  of  both 
roads  ?     A.  Yes,  sir. 

Q.  How  did  you  determine  upon  the  expediency  of  a  lease 
of  the  Harlem  Railroad  to  the  New  York  Central  &  Hudson 
River?  A.  I  did  not  have  anything  more  to  do  with  it  than 
you  have. 

Q.  I  see  your  signature  to  the  lease  ?     A.  That  is  all  right. 

Q.  Who  determined  upon  the  leasing  of  one  road  to  the 
other  ?  A.  The  Board  of  Directors  ;  other  folks  knew  more 
about  it  than  I  did. 

Q.  You  were  one  of  the  Board  of  Directors  ?  A.  I  was  ;  but 
I  hadn't  had  much  experience,  and  these  other  people  were  all 
experienced  men  in  railroad  matters. 

Q.  And  you  left  it  practically  to  them?     A.  Yes,  sir. 

Q.  To  determine,  whether  or  not,  it  was  expedient  either  for 
the  Harlem  Railroad  or  for  the  New  York  Central  &  Hudson 
River  ?     A.  Yes,  sir. 

Q.  Do  you  know  whether  it  was  a  profitable  or  judicious 
lease  to  make  on  behalf  of  the  Harlem  Railroad  ?  A.  I  so 
thought ;  yes,  sir. 

Q.  What  is  your  thinking  now  after  the  lapse  of  six  years 
as  to  the  working  of  the  lease  ?  A.  I  think  it  is  a  desirable 
lease. 

Q.  On  the  part  of  which  company  ?     A.  Both, 

Q.  Profitable  to  both  ?    A.  I  think  so. 

Q.  What  is  the  ground   of  your   opinion  ?      A.  It    is    a 
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guaranty  to  the  Harlem  people  of  an  income  for  all  time ;  it  is 
a  very  great  advantage  to  the  New  York  Central  in  the  facili- 
ties that  it  gives  it  in  entering  the  City  of  New  York. 

Q.  What  advantages  does  the  New  York  Central  Eailroad 
Company  derive  as  to  the  traffic  from  the  lease  made  to  it  by 
the  Harlem  Eailroad,  from  1873  to  1876  ?  A.  They  are  in- 
calculable ;  I  cannot  tell. 

Q.  Is  that  the  only  answer  you  can  make  to  my  question  ? 
A.  It  is  a  matter  of  opinion ;  yes,  sir. 

Q.  Do  you  use  the  Harlem  Eailroad  largely  for  traffic  pur- 
poses ?     A.  For  all  the  business  that  offers ;  yes,  sir, 

Q.  Do  you  use  it  for  any  of  your  through  business  ?  A. 
Where  to  ? 

Q.  To  Albany  and  westward  ?  A.  Some  to  Albany ;  none 
westward  except  it  originates  on  the  line  of  the  road. 

Q.  We  have  a  statement  here  from  some  of  the  persons  in 
your  employ,  or  rather  in  the  employ  of  the  New  York  Central 
&  Hudson  Eiver  Eailroad  Company  that  north  of  the  points 
whence  the  milk  traffic  comes  the  traffic  on  the  Harlem  Eail- 
road does  not  pay  for  maintaining  the  stations  ;  is  that  cor- 
rect? A.  They  probably  knew  that  or  they  would  not  have 
sworn  to  it ;  I  don't  know. 

Q.  You  don't  know  anything  about  it?  A.  No,  not  when 
you  get  to  that  point;  I  should  very  much  question  it. 

Q.  If  the  traffic  on  the  Harlem  Eailroad  don't  pay  for  main- 
taining stations 

Mr.  Depew — There  is  no  such  testimony  in. 

Q.  North  of  the  milk  points — there  is  that  testimony  here  ; 
the  Chairman  will  correct  me  if  I  am  wrong — what  advantage 
does  the  Hudson  River  Eailroad  derive  ?  A.  In  the  first  place 
there  are  no  stations  on  the  Harlem  Eailroad  north  of  the 
milk  points. 

Q.  Do  you  know  whether  the  Hai'lem  Eailroad  pays 
operating  expenses?     A    Why,  certainly  it  does. 

Q.  Does  it  do  that  through  the  milk  traffic  only,  or  does  it 
do  it  through  its  general  traffic,  aside  from  its  milk  traffic  ? 
A.  It  does  it  from  the  general  business. 

Q.  Do  you  know  whether  you  earn  on  the  Harlem  Eailroad 
anything  proportionate  to  the  amount  that  you  pay  annually 
for  leasing  it?     A.  Certainly  we  do. 

Q.  What  proportion,  do  you  think,  of  the  amount  that  you 
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pay  annually  for  the  lease  do  you  earn  on  the  Harlem  Bail- 
road  ?     A.  What  do  we  pay  for  it  ? 

Q.  Yes,  sir.     A.  We  pay  what  we  agreed  to  under  the  lease. 

Q.  You  misunderstand  me ;  what  proportion  of  the  amount 
which  you  annually  pay  under  the  terms  of  your  lease  to  the 
Harlem  Railway,  to  stockholders  or  to  bondholders,  is  it  that 
you  earn  on  the  traffic,  both  passenger  and  freight,  of  whatever 
nature,  on  the  Harlem  Railroad?  A.  We  earn  about  what  we 
pay. 

Q.  Then  if  yon  earn  about  what  you  pay,  in  what  way  has  the 
lease  been  advantageous  to  the  Hudson  River  &  New  York 
Central  Railroad  Company  ?  A.  Giving  it  facilities  to  New 
York  City. 

Q.  What  facilities  have  they  obtained  by  means  of  the  lease 
which  they  had  not  anterior  to  1873  ?  A.  Going  to  the  Forty- 
second  Street  Depot. 

Q.  The  Forty-second  Street  Depot — had  it  not  been  leased 
by  the  Harlem  Railroad  to  the  New  York  Central  &  Hudson 
River  for  its  purposes  before  that?  A.  No,  sir;  didn't  run 
there — left  Thirty-second  street  and  came  around  to  Forty- 
second  street ;  when  that  lease  was  perfected  passenger  busi- 
ness on  the  railroad  was  put  on  the  Harlem  and  brought 
around,  and  when  the  Central  depot  was  built  it  concentrated 
the  business  at  that  point. 

Q.  Had  not  an  arrangement  been  previously  made  by  the 
Harlem  Railroad  Company  with  the  New  Haven  Railroad 
Company  with  reference  to  leasing  part  of  it?  A.  The  Har- 
lem. 

Q.  Yes.  A.  Yes,  sir  ;  long  before. 

Q.  But  the  New  York  Central  could  not  obtain  from  the 
Harlem  any  such  facilities  for  its  purposes?  A.  It  hadn't  ;  it 
was  not  any  object ;  hadn't  any  facilities,  much,  to  offer  at  that 
time. 

Q.  The  Harlem  hadn't  ?     A.  Not  much. 

Q.  Was  it  the  New  York  Central  Railroad  or  the  Harlem 
Railroad  which  leased  to  the  New  Haven  Road  part  of  the 
depot  facilities  at  Forty-second  street  ?     A.  The  Harlem. 

Q.  Then  the  Harlem  Railroad  Company  did  afford  facilities 
to  the  New  Haven  road  which  it  did  not  afford  to  the  New 
York  Central?  A.  When  they  were  out  in  the  street,  and  all 
had  one  depot  in  common  in  the  street. 
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Q.  At  Forty-second  street?  A.  Down  at  Twenty-sixth 
street. 

Q.  I  am  now  speaking  of  the  Forty-second  Street  Depot  ?  A. 
No,  sir  ;  there  was  nothing  there  ;  horses  were  attached  to  the 
cars  at  Forty-second  street,  and  they  were  drawn  to  Twenty- 
sixth  street,  and  they  were  there  in  common  at  that  Twenty- 
sixth  and  Twenty-seventh  street  block,  the  New  Haven  Road 
and  the  Harlem  road. 

Q.  The  New  York  Central  Railroad  ran,  did  it  not,  then,  its 
cars  and  locomotives  to  Forty-second  street  and  Fourth 
avenue  before  this  lease  was  consummated  ?     A.  No. 

Q.  Are  )  on  sure  of  that  ?     A.  I  am. 

Q.  Did  not  the  New  York  &  New  Haven  ?     A.  Yes,  sir. 

Q.  They  did  ?     A.  Yes,  sir. 

Q.  Then  why  could  not  the  New  York  Central  Railroad  have 
made  the  same  arrangement  with  the  Harlem  without  leasing 
the  whole  of  the  road  that  the  New  Haven  had  made  ?  A. 
There  was  no  road  built  there  ;  they  couldn't  get  there ;  the 
Spuyten  Duyvil  Road  was  not  built. 

Q.  But  the  Harlem  Railroad  was  not  building  the  Spuyten 
Duyvil  Road?  A.  The  Hudson  River  Railroad  could  not  get 
up  to  Harlem  without  a  railroad  to  get  there. 

Q.  If  the  facilities  had  been  afforded  by  the  Harlem  Road 
to  the  Hudson  River  Railroad,  they  could  have  built  the  road 
precisely  afterwards  as  before,  could  they  not  ?    A.  What  road  ? 

Q.  The  New  York  Central  Railroad  Company  could  have 
made  an  arrangement  with  the  Harlem  Company  to  lease  depot 
facilities  without  leasing  its  whole  road,  could  it  not?  A. 
They  hadn't  any  depot. 

Q.  We  misunderstand  each  other,  evidently ;  the  Harlem 
Railroad  had  a  depot?  A.  No,  it  had  not,  except  down  at 
Twenty-sixth  street. 

Q.  It  leased  the  depot  at  Forty-second  street  in  this  lease 
in  terms  ?     A.  Yes,  sir  ;  they  built  that. 

Q.  It  had  a  depot  ?    A.  Yes,  sir. 

Q.  Now,  didn't  it  build  that  depot  with  a  view  to  accommo- 
date the  New  York  Central  &  Hudson  River  Railroad  Com- 
pany ?     A.  One  of  the  views ;  yes,  sir. 

Q.  Therefore,  before  the  lease  was  made,  it  was  in  contem- 
plation either  to  give  the  New  York  Central  &  Hudson  River 
Railroad  depot  facilities  or  to  lease  the  road  to  the  New  York 
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Central  ?  A.  That  was  part  of  the  scheme,  I  suppose,  to  bene- 
fit the  whole  travel  coming  to  the  City  of  New  York. 

Q.  Whieh  was  part  of  the  scheme — the  leasing  of  the  whole 
road  or  the  leasing  of  depot  facilities  ?  A.  The  leasing  of  the 
whole  road  and  depot  facilities  and  all. 

Q.  Then  for  years  before  this  lease  was  consummated  it  was  in 
view  to  lease  the  whole  road  and  the  depot  facilities  ?  A.  I 
don't  say  that. 

Q.  Well,  how  long  ?     A.  I  don't  know  how  long. 

Q.  It  must  have  been  at  least  as  long  before  as  the  plans 
were  made  to  accommodate,  in  the  depot,  the  traffic  of  the 
New  York  Central  &  Hudson  River  Railroad  ?  A.  I  don't 
know,  but  I  haven't  any  doubt  at  all  but  that  was  the  object ; 
when  the  Spuyten  Duyvil  Road  was  commenced  it  was  built 
for  that  purpose,  to  connect  those  two  roads  ;  I  guess  it  was 
all  done' about  the  time  the  Fourth  Avenue  Improvement  bill 
passed;  I  don't  remember;  and  they  got  four  tracks 
in  there  and  afforded  facilities  for  the  New  York  Central 
Road  to  compete  with  its  rivals,  the  other  roads  on  the 
other  side  of  the  river,  for  the  benefit  ot  the  City  of  New  York  ; 
we  had  not  facilities  enough  at  Thirty-second  street,  the  freight 
was  crowding  us  there  and  we  had  to  get  other  facilities,  and 
the  best  plan  was  to  go  right  to  the  heart  of  the  City  at  the 
Forty-second  Street  Depot. 

Q.  When  you  speak  "  we  "  you  speak  in  the  double  capacity 
as  Vice-President  of  the  New  York  Central  and  of  the  Harlem  ; 
in  what  capacity  do  you  speak  when  you  say  "  we  ?"  A.  I 
speak  of  the  road  ;  Mr.  C.  Vanderbilt,  my  father,  was  the  con- 
trolling spirit  at  that  time,  and  his  views  when  presented  to 
the  Board  of  Directors,  if  consistent,  were  generally  adopted. 

Q.  Of  which  road  ?  A.  All  of  them  that  he  was  President 
of. 

Q.  Did  the  Harlem  need  additional  facilities  ?  A.  I  was 
merely  secondary  ;  I  was  Vice-President. 

Q.  State  as  well  as  you  can  recollect  what  the  governing 
motive  was  of  the  lease  which  I  hold  in  my  hand ;  which  one 
of  the  roads  was  it  intended  mainly  to  benefit,  the  Harlem  or 
Hudson  River  ?     A.  It  was  intended  to  benefit  the  whole. 

Q.  Both  ?     A.  I  think  so. 

Q.  There  are  large  blocks  of  property  exempted  from  the 
operation  of  this  lease  ;  what  is  the  value  of  that  property  ?  A. 
Where  ;  below  Forty-second  street  ? 
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Q.  Yes  ;  also  above  Forty-second  street  ?     A.  Where  ? 

Q.  At  Eightieth  street  ?  A.  That  belongs  to  the  horse 
cars  ;  three  or  four  lots  of  ground  ;  they  calculate  to  put  a 
stable  up  there  to  keep  them  from  changing  horses  at  Thirty- 
third  street. 

Q.  Can  you  tell  us  the  value  of  the  property  that  is  exempted 
from  the  operation  of  the  lease — its  then  value  and  its  present 
value  ?  A.  I  declare  I  can't  tell ;  I  know  we  have  tried  to  sell 
it  and  could  not. 

Q.  You  are  now,  if  you  were  not  at  the  time  the  lease  was 
made,  are  you  not,  the  largest  stockholder  of  Harlem  stock? 
A.  "Well,  pretty  close  to  it ;  I  don't  know  whether  I  am  or  not. 

Q.  Well,  a  controlling  interest?  A.  I  don't  know  about 
that. 

Q.  I  don't  ask  you  to  commit  yourself?  A.  I  have.no  con- 
trolling interest,  my  family  nor  me ;  either  one. 

Q.  When  I  speak  of  a  controlling  interest,  I  speak  of  a  ma- 
jority interest  ?     A.  No. 

Q.  You  don't  think  you  have  ?  A.  I  know  I  have  not  ;  I 
dont  think  we  have  got  a  quarter  interest. 

Q.  Do  you  speak  of  yourself  personally  ?  A.  No',  all  the 
whole  concern. 

Q.  Don't  you  know  the  value  of  the  property  in  which  you 
have  so  large  a  holding  as  a  quarter  of  the  whole  stock  ?  A. 
I  have  probably  an  eighth  ;  I,  individually,  have  probably  only 
an  eighth. 

Q.  Do  you  know  the  value  of  the  property  which  is  not 
covered  by  the  operation  of  this  lease  ? 

The  Chaibman — Belonging  to  the  Harlem  Railroad. 

The  Witness— You  may  say  it  is  worth  $600,000. 

Q.  Do  you  include  in  that  the  value  of  the  horse  railroad 
and  its  franchises?  A.  I  left  out  one  block;  you  may  say 
a  million  of  dollars. 

Q.  Do  you  include  in  that  the  value  of  the  horse  railroad 
and  its  franchises  ?     A.  No,  sir. 

Q.  Now  what  do  you  estimate  the  value  of  that  property  ? 
A.  That  is  all  owing  to  circumstances  ;  if  you  have  got  it  all 
to  yourself,  and  it  is  a  sure  thing,  it  is  worth  one  price  ;  as  it  is, 
it  is  worth  another  ;  it  may  not  be  worth  anything. 

Q.  Of  course ;  but  judging  it  by  its  income  ?  A.  It  is  a  very 
difficult  matter  for  me  to  say  what  the  value  of  it  is. 

Q.  What  is  the  value  of  the  stock  ? 
lb 
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Mr.  Depew — There  is  no  horse  railroad  stock — separate. 
Q.  Is  it  140  or  150  ?    A.  If  you  want  to  buy  it,  it  is  worth 
140  ;  if  you  want  to  sell  it,  it  is  worth  130  ;  that  is  about  the 
way  it  is  on  the  market. 

Q.  How  much  of  that  is  represented,  according  to  your 
estimate,  by  the  value  of  the  horse  railroad?  A.  Upon  my 
word  I  can't  tell  you. 

Q.  What  is  the  dividend  that  is  insured,  or  rather  that  is 
made  upon  the  whole  of  the  Harlem  Kailroad  stock  by  the 
horse  railroad?     A.  That  differs  ;  that  varies. 

Q.  What  has  it  been,  on  an  average,  within  the  past  ten 
years?     A.  Two  per  cent,  since  that  lease. 

Q.  Two  per  cent,  on  ten  millions  ?  A.  Since  that  lease,  on 
nine  millions ;  now  it  is  ten. 

Q.  The  whole  capital  stock  has  been  issued  ?  A.  It  had 
not. 

Q.  They  paid  two  per  cent,  on  ten,  didn't  they  ?  A.  No ; 
they  didn't  pay  it  before  it  was  issued. 

Q.  But  after  it  was  issued  ?     A.  Yes,  sir. 

Q.  Therefore,  when  it  was  issued  in  1873,  they  paid  two  per 
cent,  upon  ten  millions  ?     A.  After  it  was  issued  ;  yes,  sir. 

Q.  That  would  be  ten  per  cent,  upon  two  million,  wouldn't 
it  ?     A.  Yes,  sir. 

Q.  As  a  matter  of  computation  ?     A.  Yes,  sir. 

Q.  Would  it  be  fair  to  state,  then,  that  that  property  is 
worth  at  least  two  millions  of  dollars  upon  which  ten  per  cent, 
is  paid  ?    A.  I  don't  know. 

Q.  Is  not  ten  per  cent,  stock  worth  considerably  more  than 
par  ?  A.  There  have  been  parties  trying  to  lease  it  for  several 
years  past ;  they  wouldn't  give  anything  for  it ;  they  wouldn't 
give  any  two  per  cent.,  nor  one  per  cent. 

Q.  Didn't  they  propose  to  lease  it  upon  a  basis  of  about 
two  million   dollars  ?     A.  Yes ;  about  one-half  per  cent. 

Q.  Upon  the  basis  of  one-half  a  million  ?  A.  Yes,  two  per 
cent,  on  two  millions;  one-half  per  cent,  on  ten  millions. 

Q.  Is  that  recently  ?     A.  No ;  three  years  ago. 

Q.  You  didn't  entertain  any  such  proposition  as  that,  did 
you  ?     A.  I  don't  know  about  that ;  we  came  pretty  near  it. 

Q.  What  is  your  estimate — can  you  give  the  Committee  an 
estimate  of  the  value  of  the  property  ?  A.  I  never  have  made 
any. 

Q.  Not  in  your  own  mind?     A.  No,  sir ;  it- was  worth  one 
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tiling  two  years  ago  and  to-day,  with  the  Elevated  Eoads  and 
so  on,  it  is  worth  another  price. 

Q.  Have  not  values  considerably  depreciated  since  1873  on 
all  railway  property  ?     A.  No. 

Q.  On  the  bulk  of  railway  property  ?  A.  A  great  deal  has  ; 
yes. 

Q.  All  the  items  which  enter  in  making  up  a  railroad  have 
been  reduced  considerably  in  price,  have  they  not,  since  1873, 
since  the  making  of  the  lease  ?  A.  Not  so  much  as  the  reduc- 
tion for  what  they  have  got  for  their  work. 

Q.  I  did  not  fully  understand  your  answer  ?  A.  The  price 
you  say  that  we  pay  for  the  maintenance  of  a  railroad  has 
been  greatly  reduced  ;  I  say  not  so  much  as  the  reduction  of 
prices  which  we  are  receiving  for  the  work. 

Q.  We  will  come  to  that  question  of  traffic  presently ;  my 
present  question  is  whether  the  actual  price  of  every  com- 
modity that  goes  to  make  up  a  railway  corporation's  prop- 
erty, and  that  goes  to  make  up  its  rolling  stock,  and  the  price 
of  labor  necessary  for  excavating,  grading  and  building  a  rail- 
way— all  that  has  considerably  gone  down  since  1873,  has  it 
not  ?     A.  Generally,  yes,  with  a  few  exceptions. 

Q.  How  much  has  that  depreciation  been  from  1873  to  1879? 
A.  I  can't  tell,  sir. 

Q.  Don't  you  know  the  difference  in  prices  that  you  pay 
now  for  labor  compared  with  what  you  paid  in  1872  before  the 
crisis  and  crash  of  1873  ?  A.  We  paid  then  ten  or  eleven  shil- 
lings a  day  for  our  trackmen  ;  now  we  pay  them  a  dollar. 

Q.  Ar.n't  you  mistaken  ?     A.  I  guess  not. 

Q.  What  did  you  pay  in  1872  for  locomotives  ?  A.  I  don't 
think  we  paid  anything  ;  I  think  we  built  them  ourselves ;  I 
can't  tell  what  they  cost. 

Q.  What  was  the  value  of  a  locomotive  in  1872  ?  A.  We 
built  our  locomotives  until  within  the  last  three  or  four  years. 

Q.  Then  you  don't  know  the  value  of  a  locomotive  in  1872, 
or  1871  or  1873,  anywhere  about  that  period  of  time  ?  A.  No  ; 
I  don't  think  I  do ;  we  may  have  bought  some,  but  I  don't  re- 
member what  we  paid  for  them. 

Q.  You  cannot  even  approximate '  as  to  that?  A.  I  don't 
know  ;  I  don't  know  whether  I  bought  any  or  not ;  but  they 
were  very  much  dearer  than  they  are  now. 

Q.  Were  they  not  fifty  per  cent,  dearer,  at  least  ?  A.  That 
may  be. 
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Q.  How  is  it  about  cars  ?    A.  Cars  were  dearer. 

Q.  Fifty  per  cent.  ?     A.  Yes. 

Q.  At  least?    A.  Probably. 

Q.  Ties  ?  A.  Ties  have  not  varied  so  much,  because  they 
are  very  scarce. 

Q.  Scarcity  of  wood  has  kept  pace  with  the  decrease  in 
price  ?     A.  Yes,  sir. 

Q.  Kails  have  gone  down  at  least  sixty  per  cent.  ?  A. 
Largely. 

Q.  Even  more  than  sixty  per  cent,  haven't  they  ?     A.  Yes. 

Q.  Was  not  labor  two  dollars  a  day,  that  is,  rude  labor,  be- 
fore 1873  ?     A.  A  good  many  classes  were. 

Q.  Well,  railroad  labor,  what  the  English  call  "  navvy  " 
work  ?    A.  We  never  paid  two  dollars  a  day  for  our  track  men. 

Q.  What  is  the  highest  price  you  paid  for  the  kind  oi  labor 
that  is  necessary  for  excavating  and  ballasting  a  road  ?  A.  I 
think  about  eleven  shillings  ;  it  may  possibly  have  been  more. 

Q.  It  must  be  more  ?  A.  That  is  my  impression — eleven 
shillings. 

Q.  You  are  quite  sure  you  never  paid  two  dollars  ?  A.  Oh, 
no  ;  we  paid  that  in  freight  houses  and  so  on,  but  never  on  the 
track. 

Q.  For  the  unskilled  labor  ?     A.  No. 

Q.  What  are  you  getting  it  for  now  ?     A.  A  dollar. 

Q.  Don't  you  get  it  below  that  ?  A.  We  can  hire  plenty  ; 
we  pay  every  man  a  dollar ;  we  could  get  plenty  for  ninety 
cents,  but  we  pay  a  dollar,  because  we  think  a  man  ought  to 
have  that  to  live. 

Q.  Do  you  know  what  the  value  of  a  freight  car  is  ?  A.  Do 
you  mean  what  we  have  to  pay  for  it  ? 

Q.  Yes.     A.  Yes,  sir. 

Q.  How  much?  A.  Cars  built  on  our  specifications;  when 
— now? 

Q.  Yes.     A.  We  are  buying  cars  for  about  $460. 

Q.  That  is  what  is  called  the  box  freight  ?     A.  Yes,  sir. 

Q.  What  do  you  pay  for  platform  freights  ?  A.  We  have 
not  bought  any  platforms  in  a  good  while. 

Q.  What  are  they  worth  ?  A.  I  don't  know ;  we  haven't 
bought  any  in  a  long  time. 

Q.  Haven't  you  so  definite  a  knowledge  upon  the  subject 
that  you  would  know  if  a  contractor  offered  to  build  you  a 
certain  number  of  platform  cars  whether  his  offer  was  low  or 
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high  ?  A.  No ;  the  nearest  I  can  get  to  it  is  we  have  bought 
some  coal  cars,  and  we  have  bought  some  four  wheeled  cars, 
I  should  think  a  platform  car  would  cost  $350. 

Q.  Cattle  cars  are  worth  how  much  ?     A.  About  $450. 
Q.  Milk  cars?     A.  I  don't  know;  they  are  all  of  them  built 
in  our  own  shop ;  we  don't  have  anyone  build  those. 

Q.  In  what  respect  does  a  milk  car  differ  from  an  ordinary 
box  car  ?  A.  It  is  built  like  a  passenger  car,  with  the  excep- 
tion of  a  house  on  top. 

Q.  The  truck  is  built  like  the  truck  of  a  passenger  car  ?  A. 
Very  much ;  with  springs  ;  calculated  for  fast  running. 

Q.  Is  it  not  built  like  the  truck  of  a  baggage  car  ?  A.  About 
the  same  way. 

Q.  In  that  respect  the  lower  part  of  it  resembles  a  baggage 
car ;  the  upper  part  of  it  is  a  cheaper  structure  than  a  baggage 
car,  isn't  it  ?     A.  No,  sir,  about  the  same  as  a  baggage  car. 

Q.  Has  not  a  baggage  car  more  fittings  inside  which  makes 
it  more  expensive  than  a  milk  car  ?     A.  No. 

Q.  Then  a  baggage  car  and  a  milk  car  are  about  the  same 
thing  ?    A.  Yes,  sir. 

Q.  What  do  you  consider  the  value  of  those  ?  A.  I  really 
don't  know ;  I  never  bought  any  and  I  can't  tell ;  they  are 
made  in  our  own  shop. 

Q.  Don't  you  know  what  they  stand  in  to  the  company  at  ? 
A.  No. 

Q.  You  have  made  no  estimate  ?  A.  I  would  not  depend 
upon  any  estimate. 

Q.  How  do  you  know  whether  you  have  built  more  econom- 
ically in  your  shops  than  you  could  buy  them  for  in  the 
market,  if  you  have  never  made  any  estimate  of  what  the 
value  is?     A.  I  depend  upon  the  Master  Car  Builder. 

Q.  That  is  your  only  answer  to  the  question  ?  A.  How  do 
I  know  ? 

Q.  Yes  ?  A.  I  have  to  get  his  estimate  about  it,  and  if  we 
find  it  is  cheaper  to  buy  cars  outside  than  to  build  them 
ourselves„with  the  guaranty  that  we  get,  we  buy  them  outside. 
Q.  Then  he  gives  you  an  estimate,  upon  the  basis  of  which 
you  are  enabled  to  know  whether  or  not  you  can  buy  them 
cheaper  outside  than  build  them  yourself?     A.  Yes,  sir. 

Q.  Why  can't  you  give  us  the  benefit  of  that  estimate?  A. 
I  don't  know ;  for  I  don't  know  that  I  ever  asked  him  a  ques- 
tion, on  the  subject  that  you  speak  of. 
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Q.  You  have  had  the  knowledge,  of  course  ;  you  don't  re- 
member at  this  moment,  you  mean  ?  A.  I  may  have  had  it 
at  the  time. 

Q.  Can  you  furnish  the  Committee  with  knowledge  of  what 
the  actual  value  is  ?     A.  You  may  say  $600  or  $700. 

Mr.  Blanchaed — Double  that. 

The  Witness — I  was  going  to  say  a  thousand,  but  I  thought 
I  should  be  over  it;  I  don't  know  ;  it  is  all  an  estimate. 

Mr.  Blanchaed — The  question  asked  by  Mr.  Sterne  hiis 
been  asked  of  Mr.  Vanderbilt  as  the  fifth  witness,  and  he 
seemed  to  attach  so  much  importance  to  it,  that  during  the 
recess  of  the  Committee  I  looked  into  this  subject  very 
thoroughly,  and  if  Mr.  Sterne  wishes  it  now,  I  will  give  it  to 
him. 

Mr.  Stebne— Yes. 

Mr.  Blanchaed — On  March  11th,  1878,  being  a  year  ago 
this  last  March,  Mr.  Hill,  the  Superintendent  of  the  Eastern 
Division  of  our  road,  gave  me  an  estimate,  in  connection  with 
the  pending  milk  question  then  at  Albany.  The  cars  are 
furnished  with  passenger  trucks.  The  body,  as  far  as  the 
frame  is  concerned,  is  made  as  strong  as  a  passenger  car,  or 
stronger.  On  all  roads  they  are  made  to  fit  in  with  passenger 
cars.  They  are  fitted  with  the  Miller  buffer  and  platform.  At 
that  time  the  cars  cost  $1,300,  being  twice  and  a  half  what  a 
freight  car  cost.  The  estimates  that  have  been  made  in  the 
recess,  by  our  Master  Car  Builder,  and  our  General  Car 
Superintendent,  are  $1,150,  and  from  that  to  $1,200.  We 
have  contracts  for  box  cars  at  $412.50  and  $425.  The  cost, 
therefore,  is  about  three  times  that  of  a  freight  car. 

The  Chairman— Then  between  $1,100  and  $1,200  would  be 
the  value  now? 

Mr.  Blanchard — Yes,  sir. 

By  Mr.  Sterne  : 

Q.  Do  you  fit  your  cars  in  the  same  way — with  the  Miller 
platform  and  buffer  ?     A.  Yes,  sir  ;  all  our  cars  that  run  fast. 

Q.  Are  milk  trains  considered  fast  trains  ?  A.  I  really  can't 
say ;  I  have  not  been  at  the  milk  depot  in  years  ;  but  I  sup- 
pose so. 

Q.  You  fix  the  amount  that  your  corporation  is  to  derive, 
don't  you,  from  the  milk  traffic  ?     A.  I  fix  it  ? 

Q.  Yes  ;  don't  you  ?     A.  No  ;  I  am  consulted  on  it ;  yes. 
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Q.  Don't  you  fix  the  rate  ?     A.  Yes. 

Q.  Don't  you  fix  it  with  reference  to  the  cost  of  transporta- 
tion somewhat  ?  A.  I  don't  know  about  that,  whether  I  do 
or  whether  I  do  not. 

Q.  Then  the  amouat  that  a  car  costs  does  not  enter  into 
your  computation  when  you  fix  the  rate  on  milk  trains  ?  A. 
"Well,  you  may  say  on  anything  else. 

Q.  Let  us  confine  it  to  this  question,  it  avoids  confusion  ? 
A.  I  can't  say  that  it  does. 

Q.  "What  does  determine  the  fixing  of  your  rate  on  the 
milk  ?  A.  I  think  the  milk  rate  has  been  fixed  for  years,  and 
it  has  gone  along ;  we  try  in  milk  the  same  as  in  anything 
else,  to  agree  with  the  people  on  the  line,  and  see  what  is 
satisfactory. 

Q.  What  method  have  you  of  trying  to  agree  with  them  ; 
do  you  call  them  into  consultation?  A.  They  come  and  con- 
sult us. 

Q.  You  mean  when  it  hurts  they  call  ?  A.  No,  no  ;  we  have 
had  very  few  complaints  about  rates  on  our  road  as  compared 
with  what  you  will  see  in  the  newspapers. 

Q.  For  instance,  you  speak  of  consultation ;  do  you  consult 
them  in  any  sense  lhat  you  would  use  that  term  in  reference  to 
consulting  the  Board  of  Directors  ?  A.  Yes,  sir  ;  I  have  met 
the  committee  of  the  milk  dealers  several  times  this  past 
year — two  years. 

Q.  I  don't  want  to  take  up  much  of  your  time  on  this  com- 
paratively small  question  of  milk,  but  for  a  number  of  years 
prior  to  the  past  year,  prior  to  your  recent  reduction  to  45 
cents  a  can,  was  or  was  not  the  milk  rate  fixed  hard  and  fast 
at  60  cents  from  the  time  of  the  war  to  a  year  past?  A.  It 
has  been  fixed  about  in  accordance  with  what  we  have  to  pay 
for  milk  in  New  York  ;  if  the  price  of  milk  in  New  York  had 
gone  down,  and  they  had  come  and  asked  us  to  put  the  rate 
down,  we  probably  should  have  done  it ;  the  price  of  milk  went 
up,  and  freight  stayed  the  same. 

Q.  You  do  not  answer  my  question ;  since  the  war,  in  other 
words,  since  1865  down  to  1878,  did  or  did  not  the  rate  on  milk 
remain  uniformly  60  cents  a  can  ?     A.  About  that. 

Q.  And  yet  from  1873  to  1879  all  the  elements  that  enter 
into  the  cost  of  transportation  have  gone  down,  have  they  not, 
about  fifty  per  cent.  ?     A.  Yes ;  but  we  are  carrying  less  milk. 

Q.  Has  consumption  decreased  in  the  City  of  New  York  ? 
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A.  Other  parties  have  come  into  the  field,  and  bring  more 
milk  into  the  City  of  New  York  ;  the  consequence  is,  our  rev- 
enue has  decreased. 

Q.  Although  your  rates  remain  the  same  ?     A.  Yes,  sir. 

Q.  You  never  thought  of  increasing  your  revenue  by  re- 
ducing the  rates?     A.  Yes  ;  we  thought  of  that  all. 

Q.  But  you  did  not  do  it ;  you  did  not  think  it  would  be 
policy  ?  A.  We  have  done  it  in  a  great  many  instances  on 
the  Harlem  road  ;  we  have  reduced  the  passenger  fare. 

Q.  I  am  confining  myself  to' the  milk  traffic  specially?  A. 
Milk  specially  ? 

Q.  Milk  specially,  excluding  this  recent  reduction  to  45  cents? 
A.  No ;  because  there  are  so  many  roads  coining  into  the  Harlem 
road,  and  getting  into  New  York  over  other  roads  that  the 
supply  was  more  than  the  demand. 

Q.  I  do  not  quite  understand  you  ;  I  doubt  whether  the 
Committee  understand  you ;    do  you   mean   that   the  supply 

of  milk  that-was  offered  to  you A.  No ;  not  offered  to  us  ; 

offered  to  the  City  of  New  York. 

Q.  Or  the  supply  of  facilities  to  go  to  the  City  of  New  York  ? 
A.  Supply  of  facilities  ;  yes,  sir. 

Q.  Duiiug  those  years  what  consultation  had  you  with  the 
people  representing  either  the  milk  producers  or  milk  con- 
sumers or  milk  distributors,  in  New  York,  in  relation  to  fixing 
the  tariff  on  milk  ?  A.  They  have  come  and  asked  for  a  re- 
duction. 

Q.  Which  you  refused  to  grant?  A.  We  had  meetings  with 
them,  and  showed  them  that  the  revenues  of  the  road  would 
not  permit  it. 

Q.  Do  you  know  what  the  earnings  of  a  milk  train  are  ?  A. 
I  know  what  they  have  been,  and  about  what  they  are  now. 

Q.  Can  you  state  to  the  Committee  what  the  earnings  of  a 
milk  train  are  ?  A.  They  vary  some  ;  about  $1,300  or  $1,400 
a  day. 

Q.  Do  you  know  of  any  passenger  train  running  from 
Buffalo  to  New  York  with  six  cars- — ordinary  passenger  cars, 
attached  to  a  locomotive,  that  will  earn  that  sum  of  money,  or 
anything  like^ that  sum  of  money?     A.  No. 

Q.  Therefore  that  sum  of  money  is  largely  in  excess  of  any 
earnings  of  any  passenger  train  upon  your  through  line  from 
New  York  to  Buffalo  ?     A.  Yes,  sir. 

Q.  Was  not  the  main  object  of  the   lease,  to  which  I  have 
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drawn  your  attention,  the  extinction  of  a  rival  line — the  lease 
of  the  Harlem  road  to  the  Hudson  Kiver  and  Central  ?  A.  I 
do  not  get  your  question. 

Q.  Did  you  not,  by  meaus  of  thai  lease,  practically  ex- 
tinguish a  rival  parallel  line  ?     A.  Oh,  no. 

Q.  Was  the  Harlem  never  a  competitor  of  the  Hudson 
River  ?     A.  Yes,  sir. 

Q.  It  has  ceased  to  be  a  competitor,  has  it  not  ?  A.  Yes, 
sir  ;  do  you  want  to  know  why  ? 

Q.  Yes  ;  of  course.  A.  Well,  it  would  have  broken  the  Har- 
lem road  if  they  had  continued  that ;  that  is  the  reason  Mr. 
Vanderbilt  bought  the  Hudson  River ;  he  run  the  Harlem  as 
a  competitor  to  the  Hudson  River,  and  he  found  it  was  going 
to  break  him,  and  he  bought  the  Hudson  River. 

Q.  The  Hudson  River  was  a  line  that  had  more  facilities, 
easier  grades,  and  could  do  the  business  more  cheaply  for  that 
reason  ;  couldn't  it  ?  A.  It  could  do  the  business  ;  you  can- 
not haul  over  the  Harlem  road  over  fourteen  or  fifteen  cars. 

Q.  The  effect  of  gradient  was  so  great,  was  it,  as  between 
the  Hudson  River  and  the  Harlem,  that  the  Harlem  was  out 
of  the  race  as  a  competitor,  practically  ?  A.  Well,  you  can 
say  that ;  it  was  expedient  to  put  it  out. 

Q.  What  do  you  compute  to  be  the  effect  of  gradient  as  be- 
tween two  competitive  roads?  A.  1  cannot  tell  you  anything 
about  that ;  every  man  you  would  find  would  be  of  a  different 
opinion. 

Mr.  Depew — Do  I  understand  you  to  ask  Mr.  Vanderbilt  as 
to  the  effect  of  gradient  alone  ? 

Mr.  Sterne — If  there  are  any  other  elements  let  us  have 
them. 

The  Witness — It  had  to  use  another  road  on  the  upper  end 
of  it  which  has  also  very  heavy  gradient. 

Q.  It  might  have  built  a  road  of  its  own  from  Chathan  Four 
Corners  to  Albany  ?  A.  As  a  general  thing  grades  do  not 
make  any  difference  ;  if  a  company  makes  up  its  mind  to  build 
a  road — two  roads,  one  right  against  another,  the  one  with 
grade,  if  it  has  got  the  business,  has  got  to  do  the  business  at 
the  same  price  as  the  one  without ;  he  makes  up  his  mind  he 
can  do  it  before  he  builds  his  roarl. 

Q.  You  say  your  father  made  up  his  mind?  A.  I  don't  say 
that ;  I  don't  know. 

U 
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Q.  That  he  could  not  run  the  Harlem  road  in  competition 
with  the  Hudson  River  road,  in  consequence  of  the  grades  ;  that 
I  understood  you  to  say  ?  A.  He  found  that  he  could  not 
do  what  he  wanted  to  do  and  accomplish  what  he  wanted  to, 
and  he  went  in  and  got  the  Hudson  Eiver  road ;  what  was  in 
his  mind — he  may  have  had  a  hundred  reasons  that  I  did  not 
know  anything  about ;  he  was  a  man  that  did  not  generally 
tell  his  reasons. 

Q.  The  gradient  you  said  was  one  of  the  reasons;  are  you 
mistaken  about  that '?     A.  No. 

Q.  You  still  adhere  to  that  statement  ?     A.  Yes,  sir. 

Q.  There  are  no  trains  now  run  on  the  Harlem  road  as 
through  passenger  trains  to  Albany  at  all,  are  there  ?  A. 
That  go  through,  connecting  ? 

Q.  Yes.     A.  No. 

Q.  That  is,  you  cannot 'buy  a  ticket  to  go  to  Albany  from 
New  York  on  the  Harlem  road  and  go  through  on  a  straight 
connecting  through  train?  A.  I  won't  say  that ;  I  don't  know; 
probably  not ;  a  man  might  go  there  and  say  he  wanted 
to  stop  on  the  Harlem  road  and  get  a  ticket — stop  on  the  way; 
if  he  wanted  to  go  to  Albany  we  would  send  him  on  the  Hud- 
son River. 

Q.  You  do  not  advertise  and  do  not  run  any  through  passen- 
ger trains  there  ?     A.  No  ;  we  do  not  advertise. 

Q.  And  do  you  run  any  through  passenger  trains?     A.  Our 
trains  connect  with  the  Boston  &  Albany,  and  (hey  go  through 
to  Albany  ;  there  is  continuous   travel   all   the   time   between  • 
points  on  the  Harlem  road  and  Albany. 

Q.  Is  it  so  close  a  connection  between  the  two  roads  that 
you  do  run  a  through  train  ?  A.  You  may  say  we  do  not  run 
a  through  train. 

Q.  Now,  if  it  was  a  good  lease  for  the  Hudson  River  Rail- 
road to  make  in  1873,  taking  into  consideration  the  then  value 
of  the  property  of  the  Harlem  Railroad  Company,  has  not  the 
value  of  that  railroad  property  so  depreciated  since  1873  to  the 
present  time  that  it  has  ceased  to  be  a  good  operation  for  the 
Hudson  River  Railroad  ?    A.  No. 

Q.  Are  the  estimates  of  values  affixed  to  this  lease  correctly 
made  ;  they  contain  your  signature  (handing  witness  the  lease)? 
A.  I  suppose  so. 

Q.  Was  the  lease  based  upon  what  was  then  supposed  to 
be  the  value  of  the  property,  or  was  it  based  upon  the  mere 
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nominal  stock  ?  A.  I  don't  know ;  I  hadn't  anything  to  do 
with  it. 

Q.  What  makes  you  now  conclude  that  it  was  a  judicious 
and  wise  thing  for  the  Hudson  Eiver  Eailroad  Company  to 
do  ?     A.  Because  I  see  it  every  day. 

Q.  In  what  particular  ?  A.  In  the  facilities  that  we  offer  to 
the  traveling  community  as  against  the  facilities  offered  by 
our  rivals. 

Q.  Do  you  offer  any  facilities  as  to  passenger  traffic  that  the 
New  York  &  New  Haven  Eailroad  does  not  ?  A.  They  were 
there  before. 

Q.  They  could  not  have  been  in  the  depot  before  it  was 
built  ?  A.  They  were  there  with  the  Harlem  Eailroad,  run- 
ning to  Twenty-sixth  street  and  Forty-second  street  over  the 
tracks  of  the  Harlem  Eailroad. 

Q.  Each  time  they  have  renewed  their  lease  with  the  Har- 
lem Eailroad?     A.  That  lease,  yes. 

Q.  So  they  have  a  new  lease,  haven't  they,  with  the  Harlem 
Eailroad  for  the  Forty-second  street  depot  ?  A.  Not  the  track ; 
no,  sir  ;  only  for  the  use  of  the  depot. 

Q.  They  could  not  use  the  depot  without  having  tracks  ? 
A.  Well,  they  would  have  gone  through,  if  they  had  insisted 
upon  it,  to  Twenty-sixth  street,  the  same  as  they  did  before  ; 
nobody  could  stop  them. 

Q.  But,  they  do  stop,  don't  they,  practically,  at  Forty- 
second  street  ?     A.  Yes,  sir. 

Q.  And  they  do  so  under  the  operation  of  the  lease  ?  A. 
Yes,  sir. 

Q.  And  they  offer  then  like  facilities  with  tliose  which  are 
offered  by  the  New  York  Central  &  Hudson  Eiver  Eailroad 
Company?  A.  Yes,  sir;  not  to  the  same  points;  they  are 
not  in  competition  with  the  New  York  Central  &  Hudson 
Eiver  Eailroad. 

Q.  You  became  the  successors  of  the  lease — of  the  lessors? 
A.  Yes,  sir. 

Q.  When  I  speak  of  you,  I  mean  the  New  York  Central  & 
Hudson  Eiver  Eailroad  Company  ?     A.  Yes,  sir. 

Q.  And  you  now  collect  from  the  New  Haven  Company  the 
rent  stipulated  under  that  lease  ?  A.  The  Harlem  Eailroad 
collect  it ;  we  do  not. 

Q.  Is  that  an  income  to  the  Harlem  road,  outside  of  the 
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income  from  the  horse  railroad,  and  the  income  derived  under 
the  operation  of  this  lease?  A.  That  is  the  property  of  the 
Harlem  road ;  they  run  it,  and  collect  from  the  Central  and 
Hudson  Eiver,  and  from  the  New  Haven — the  revenue  from  it 
— :under  that  lease. 

Q.  Does  the  New  York  Central  &  Hudson  Eiver  Railroad 
Company,  or  the  Harlem  Railrord  Company,  get  the  rent  from 
the  New  Haven  road  for  the  use  of  the  Forty-second  Street 
Depot?  A.  Yes,  sir  ;  they  get  it,  as  the  lessees  of  the  Harlem 
road. 

Q.  The  New  York  Central  gets  it  ?     A.  Yes,  sir. 

Q.  Then  below  Forty-second  street  there  is  another  lease, 
is  there  ?     A.  No. 

Q.  "Well,  truck  facilities  ?  A.  Yes  ;  that  is  a  separate  mat- 
ter ;  it  belongs  to  the  stockholders  of  the  Harlem  road,  inde- 
pendent of  the  steam  line. 

Q.  What  income  do  the  stockholders  of  the  Harlem  road 
derive  from  that  arrangement  with  the  New  Haven  road?  A. 
The  New  Haven  road  ? 

Q.  Yes,  sir.     A.  I  can't  tell. 

Q.  Have  they  any  arrangement  with  the  Hudson  River  for 
drawing  their  cars  ?     A.  Yes,  sir. 

Q.  What  income  do  they  derive  from  the  Hudson  River? 
A.  I  don't  know. 

Q.  That  information  you  could  furnish  the  Committee  with- 
out any  difficulty  ?     A.  Yes,  sir. 

Q.  You  state  that  you  don't  know  how  much  the  actual 
value  of  the  property  that  was  leased  by  you,  was  at  the  time 
of  this  lease  ;  as  leased  by  you  to  the  New  York  Central — 
leased  practically  by  you? 

Mr.  Depew — Do  you  mean  what  the  Harlem  Railroad  Com- 
pany above  Fortj'-second  street  was  worth  at  that  time  ? 

Mr.  Sterne — What  the  whole  property  that  was  leased — 
depot  and  all,  was  worth?  A.  I  didn't  have  much  to  do  with 
that  lease  ;  it  was  done  b}*  other  people,  who  were  more  familiar 
with  it. 

Q.  Was  ever  any  inventory  made  of  the  value  of  the  Har- 
lem Railroad  property  ?  A.  Yes,  sir ;  that  was  regularly 
clone  ;  they  had  meetings  about  it  a  number  of  times ;  I  don't 
remember  anything  about  it. 

Q.  You  are  not  answering  my  question.  Was  any  inventory 
ever  made  of    the  property   of  the  Harlem  Railroad,  other 
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than  that  which  is  contained  as  part  of  the  lease,  as  to  its 
rolling  stock '?  A.  I  don't  know  ;  a  gentleman  by  the  name 
of  Niven  had  charge  of  the  Harlem  affairs. 

Q.  He  is  in  Paris  ?  A.  He  is  in  Europe ;  the  whole  thing 
was  left  with  him  and  he  is  familiar  with  the  whole  detail  and 
everything  about  it. 

Q.  Was  ever  any  inquiry  made  as  to  whether  or  not  the 
bonded  indebtedness  of  the  Harlem  road  represented  the 
actual  moneys  expended  on  that  load?     A.  I  don't  know. 

Q.  Was  any  inquiry  made  as  to  whether  the  issue  of  stock 
was  for  the  actual  payments  ?  A.  I  don't  know  ;  Mr.  Niven 
knew  all  about  it ;  I  never  heard  anything  to  the  contrary  ;  I 
always  heard  that  the  Harlem  road  never  was  watered,  as  you 
call  it — actual  value  ;  that  is  the  impression  that  I  had. 

Q.  You  do  not  run  any  freight  cars  over  the  Harlem  Bail- 
way  for  through  traffic  at  all — it  is  no  use  to  the  Hudson  River 
Railroad  for  that  purpose  ?  A.  Yes,  sir ;  there  is  an  inter- 
change between  the  Hudson  River  and  the  Harlem  road, 
for  points.on  the  Harlem  road. 

Q.  There  is  no  through  freight  on  the  Harlem  road  at  all? 
A.  No,  sir. 

Q.  And  no  through  passenger  traffic?     A.  Not  specially. 

Q.  At  the  time  this  lease  was  made  by  the  New  York  Cen- 
tral &  Hudson  River  Railroad  Company  did  your  family — of 
course  I  include  in  that,  your  father's  family,  because  at  that 
time  he  was  President  of  the  road,  I  believe — hold  the  con- 
trolling interest  of  the  Hudson  River  &  New  York  Central 
stock?     A.  When? 

Q.  In  1873?     A.  I  think  not. 

Q.  Anything  approaching  it  ?  A.  I  really  don't  know ; 
1873  ?  no  ;  I  think  not ;  he  died  in  1877  ;  no,  he  did  not ;  I 
know  he  did  not ;  he  never  did  ;  he  didn't  when  he  died. 

Q.  Do  you  own  a  majority  of  the  bonds  of  the  road  ?  A. 
No,  sir ;  never  did. 

Q.  Nor  of  the  Harlem  ?     A.  No. 

Q.  Who  owns  the  stock  of  the  Spuyten  Duyvil  &  Port  Mor- 
ris Railroad  Company?  A.  Cornelius  Vanderbilt  built  that 
road — my  father. 

Q.  Who  owns  the  stock  of  it?     A.  I  do— left  to  me  by  will. 

Q.  What  is  the  capital  stock?  A.  $937,500, 1  think ;  just 
what  it  cost. 
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Q.  Nicholas  Decker  was  your  contractor,  was  he  not?  A. 
He  was. 

Q.  What  did  it  cost  to  build  that  road  ?  A.  $937,500 ;  I 
think  that  is  the  amount. 

Q.  Six  miles  long?     A.  No,  sir;  sis.  and  a  half,  I  think. 

Q.  $130,000  a  mile  ?    A.  That  is  the  cost. 

Q.  You  mean  it  cost  that  in  actual  money?     A.  Yes,  sir. 

Q.  To  your  father  ?    A.  Yes,  sir. 

Q.  And  is  represented  by  that  stock  ?  A.  Yes,  sir  ;  I  know 
that,  because  Decker  broke  on  it. 

Q.  Although  he  received  $9.0,000?  A.  Yes;  he  didn't  re- 
ceive the  whole  of  it ;  what  he  did  receive  he  broke  on ;  he 
went  to  my  father  and  I  know  Mr.  Vanderbilt  made  him  a 
present  of  it  after  he  broke — gave  him  $60,000  out  of  his  own 
pocket. 

By  the  Chairman  : 

Q.  That  land  damage  was  it  appraised,  or  obtained  by  pur- 
chase ?  A.  Part  appraised  and  part  by  purchase  ;  it  was  the 
water  front  of  the  Spuyten  Duyvil  and  Harlem  River,  and  held 
at  a  fancy  valuation,  and  this  $930,000  would  represent  only  the 
actual  work  expended  on  the  road  and  in  the  ballasting  and 
the  rock  cutting  ;  but  the  contract  don't  represent  at  all  the 
moneys  expended  for  rails  or  ties,  or  for  the  land ;  I  want  to 
correct  that  last  testimony  that  Mr.  Decker  broke ;  he  didn't 
break ;  he  went  and  appealed  to  him,  and  he  said  it  was  cost- 
ing him  more  than  his  contract. 

By  Mr.  Sterne  : 

Q.  How  much  was  Decker's  contract  ?     A.  I  don't  know. 

The  Chairman — His  contract  was  simply  to  do  the  work. 

Mr.  Depew— Simply  to  do  the  work— $450,000,  I  think  his 
contract  was. 

Q.  He  did  the  excavating,  didn't  he  ?  A.  He  did  all  the 
work. 

Q.  Then  the  $150,000  represented  all  the  work,  except  the 
amount  you  paid  for  land  and  the  amount  you  paid  for  track- 
ing the  road  ?     A.  Bridges,  and  so  on. 

Q.  Did  Decker  put  down  the  iron  ?     A.  No. 

Q.  Did  he  prepare  the  roadfor  the  iron  ?  A.  I  really  can't 
tell  what  he  did. 
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Q.  Does  this  contract  state  all  he  was  required  to  do  ?  A. 
I  suppose  so,  if  that  is  the  contract  with  him. 

Q.  Do  you  know  how  much  you  paid  outside  of  the  amounts 
of  the  payments  required  by  this  contract  ?  A.  How  much  we 
paid  ? 

Q.  Yes  ?  A.  No  ;  I  know  that  that  road  cost  Mr.  Vander- 
bilt  that  amouut  of  money,  and  he  went  to  the  Hudson  River 
road  and  told  them :  "  Now  here,  gentlemen,  you  can  have 
this  under  lease  and  I  will  give  you  so  long ;  any  time  within 
such  a  time  ;  you  can  give  me  bonds  of  the  company  and  buj' 
it,  two  or  three  or  four  years  ;"  I  think  the  time  expired  some 
five  years  ago. 

Q.  For  what  time  was  the  lease  ?  A.  Perpetual,  I  guess; 
and  they  had  the  option  of  taking  it  at  cost  at  sucli  a  length 
of  time. 

Q.  The  original  articles  of  association  made  the  capital 
stock  $450,000  ?     A.  I  don't  know. 

Q.  Don't  you  remember  the  meeting  of  Directors  whereat 
the  capital  stock  was  increased  by  $450,000  on  the  day  that 
the  lense  was  made  ?     A.  No,  I  don't  know  anything  about  it. 

Q.  You  were  one  of  the  Directors  of  the  road — of  this  Spuy- 
ten  Duyvil  road?  A.  I  don't  think  there  was  any  organiza- 
tion before  the  lease. 

Q.  There  must  have  been?  A.  I  don't  know  anything  about 
it ;  father  did  it,  and  all  the  property  belonged  to  him,  and  if,  I 
went  there  I  did  what  he  told  me  to  do ;  that  is  all  there  is 
about  that. 

Q.  You  don't  remember  what  it  was  that  he  told  you  to  do  ? 
A.  No. 

Q.  To  vote  for  an  increase  of  capital  stock  ?  A.  I  know  it 
cost  him  that  money  ;  I  know  the  property  cost  just  what  it 
was  leased  to  the  company  for. 

Q.  Can  you  state  to  the  Committee,  generally,  the  amount 
of  rent  paid  by  the  Hudson  River  Railroad  Company  to  the 
Spuyten  Duyvil  road  ?     Q.  Eight  per  cent,  on  that. 

Q.  For  what  period  of  time  ?  A.  They  pay  it  to  me  twice  a 
year. 

Q.  How  long  does  the  lease  run  ?  A.  I  think  it  is  a  per- 
petual lease  ;  I  think  so  ;  I  have  never  read  it. 

Mr.  Depew—  The  lease  shows. 

The  Chairman — Do  you  want  this  lease,  &c,  marked? 
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Mr.  Sterne — Mark  it  for  identification  at  present. 

(The  Spnyten  Duyvil  &  Port  Morris  Eailroad  Company 
lease  to  the  New  York  Central  &  Hudson  Eiver  Eailroad  Com- 
pany, marked  for  identification,  Exhibit  No.  10,  August  20th, 
187*.) 

Q.  What  knowledge  have  you,  upon  the  subject  that  this 
money  was  paid?  A.  I  think  that  statement  was  furnished 
the  company  at  the  time  ;  I  will  tell  you  what  further  knowl- 
edge I  have ;  all  those  accounts  of  the  money  were  kept  by 
Mr.  Niven  of  the  Harlem  Eailroad,  at  that  time,  and  everyone 
in  the  office  wms  familiar  with  it,  and  knew  exactly  what  it  cost ; 
Niven  had  the  account  there  and  kuew  what  it  cost,  and  paid 
all  the  moneys  for  C.  Vanderbilt ;  he  didn't  bother  with  it  him- 
self at  all. 

Q.  You  did  not  pay  any  of  the  moneys  ?     A.  No,  sir. 

Q.  You  say  this  account  was  furnished  at  the  time  to  Mr. 
C.  Vanderbilt?  A.  I  don't  say  that ;  I  don't  know  any  thiug 
about  it. 

Q.  Do  you  remember  that  an  account  like  that  was  furnished 
Mr.  C.  Vanderbilt?  A.  I  don't  know ;  I  have  no  knowledge 
on  that  subject. 

(Nicholas  H.  Decker,  with  the  Spnyten  Duyvil  &  Port  Mor- 
ris Eailroad  Company,  contract,  marked  for  identification, 
Exhibit  No.  11,  August  20,  1879.) 

The  Witness — We  had  a  great  deal  of  trouble  in  getting 
property  there  ;  every  man  thought  he  had  a  gold  mine  in  the 
waterfront. 

Q.  You  paid  for  all  this  work  and  for  all  this  land  at  a 
period  of  time  when  prices  were  higher  in  this  country  than 
they  were  at  any  other  time  ?     A.  I  don't  know  about  that. 

Q.  Isn't  that  so  practically  ?  A.  It  was  high  times  at  those 
times. 

Q.  This  was' done  between  1870  and  1872  ?  A.  Yes,  sir; 
everything  was  prosperous  then. 

Q.  Everything  was  two  prices  for  one  ?     A.  They  were  high. 

Q.  Were  not  they  50  or  100  per  cent,  higher  than  they  are 
now?     A.  They  were  a  good  deal  higher — real  estate? 

Q.  Yes.  A.  Not  in  my  experience ;  we  have  cases  in 
court  now  and  they  all  swear  that  land  is  worth  more  than  it 
was  then. 

Q.  Don't  you  know,  as  a  matter  of  fact,  that  prices,  parti cu- 
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larly  in  Westchester  County  smd  northern  New  York  City 
were  at  that  time  extraordinarily  and  speculatively  high  ?  A. 
I  don't  know  anything  about  that ;  I  know  he  got  it  as  cheap 
as  he  could. 

Q.  Were  not  prices — both  the  prices  that  you  were  willing 
to  pay  and  prices  that  you  were  compelled  to  pay,  about  twice 
as  high  then  for  lands  in  the  northern  part  of  the  City  of  New 
York  and  Westchester  County  than  you  would  be  required  to 
pay  either  voluntarily  or  under  compulsion,  now  ?     A.  No. 

Q.  Certainly  could  be  purchased  now  at  much  lower  rates 
than  then  ?     A.  Not  a  bit  of  it. 

Q.  Hasn't  the  price  of  labor  gone  down  very  much  ?  A.  I 
don't  know  ;  you  go  to  build  a  railroad  in  the  City  limits  and 
you  will  find  out  how  much  it  costs. 

Q.  I  am  speaking  of  the  prices  of  labor  ?  A.  Yes,  labor 
has. 

Q.  You  had  reference  in  your  last  answer — A.  I  thought 
you  said  it  could  be  duplicated  for  less  money  now  than  then 
— it  cannot. 

Q.  I  am  speakiDg  of  the  labor?  A.  As  far  as  labor  is  con- 
cerned, that  might  be. 

Q.  Grading  and  mason-work  is  all  labor,  isn't  it ;  that  could 
be  duplicated  for  certainly  less  prices  now  ?  A.  I  don't  think 
it  could  ;  the  in  a so*n -work— stone  was  got  there  right  on  the 
spot  from  those  cuttings,  and  we  had  a  great  deal  of  trouble. 

Q.  They  could  be  got  from  those  cuttings  now,  couldn't 
they,  just  as  well  ?     A.  If  you  made  another  cut  yon  might. 

Q.  Yet  that  would  not  change  the  relative  proportion  at 
all?     A.  Yes,  sir;  the  labor,  probably,  could  be  clone  cheaper. 

Q.  The  labor  could  be  got  cheaper  ?     A.     Yes,  sir. 

Q.  How  is  it  as  to  ballasting  ;  that  is  all  labor  again  ?  A. 
We  did  all  that ;  Decker  did  not  do  that. 

Q.  You  paid  $20,000  for  it  ?     A.  Decker  did. 

Q.  No,  you  did  ?     A.  Very  well ;  we  did  it. 

Q.  That  could  be  done  cheaper  now  ?  A.  We  had  to  go 
away  up  on  the  Harlem  road  to  get  it ;  we  had  not  anything 
this  side  of  Peekskill ;  we  brought  it  down  to  him  and  he  put 
it  on. 

Q.  Bridges  could  be  built  cheaper  now,  couldn't  they  ?  A. 
I  don't  know. 

Mr.  Depew — Gravel  is  no  cheaper  now  than  it  was  then. 

15 
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The  Witness— Gravel  is  dearer  now  ;  that  is  one  thing  that 
is  dearer. 

Q.  Fencing  could  be  done  cheaper  now  ?  A.  I  don't  think 
there  is  much  difference  in  fencing,  only  the  labor  putting  it 
down  ;  trackmen  can  do  that. 

Q.  The  track  laying  could  be  done  cheaper  ?  A.  The  cost 
of  the  track,  yes. 

Q.  Steel  rails;  this  item  could  be  purchased  very  much 
cheaper  now,  could  it  not  ?     A.  ¥es,  sir. 

Q.  Fifty  per  cent,  less  ?      A.  Those  were  all  imported  rails. 

Q.  Imported  rails  were  then  seventy  or  eighty  dollars  a  ton, 
and  now  thirty-five  dollars  ?  A.  More  than  that,  I  think ;  over 
one  hundred  dollars. 

Q.  And  now  about  thirty-five  dollars,  or  less  ?  A.  No ;  the 
same  rails  now  are  about  fifty-five  dollars  or  sixty  dollars. 

,  Q.  Then  they  are  about  half  what  they  were  then  ?    A.  Less 
than  that. 

Q.  How  many  tons  of  rail  go  to  a  mile  of  road  ?  A.  Of 
that  weight  of  roil  they  go  about  105  tons. 

Q.  All  the  other  elements,  with  the  exception,  perhaps,  of 
legal  expenses,  could  be  had  cheaper  now  than  then  ?  A.  Well, 
you  can  use  your  own  judgment  about  that ;  probably. 

Q.  Ties? 

Mr.  Depew — He  has  testified  already  that  ties  are  dearer. 

Q.  All  the  other  elements  are  cheaper  now  ?  A.  A  great 
many  houses  along  there  that  we  paid  exorbitant  prices  for 
then  were  not  worth  anything  at  all,  and  we  gave  them  away. 

Q.  The  circumstances  under  which  the  original  capital  was 
fixed  at  $400,000  and  increased  to  $900,000  you  know  nothing 
about  that  ?  A.  I  know  nothing  about  that,  if  it  was  done  after 
that ;  I  suppose  it  was. 

(The  Spuyten  Duyvil  &  Port  Morris  Railroad  balance  sheet, 
Sep.  30,  1877,  marked  for  identification  Exhibit  No.  12,  August 
20th,  18(9.) 

Q.  Your  line  is  one  of  the  trunk  lines  embraced  in  what  is 
called  the  pooling  arrangement,  isn't  it  ?     A.  Yes,  sir. 

Q.  That  pool  embraces  two  elements :  one  a  division  of 
traffic  between  the  trunk  lines,  and  the   other   the   fixing  of 
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rates  between   them,  does   it  not?     A.  No,  not  exactly ;  the 
maintenance  of  rates  after  they  are  fixed. 

Q.  Are  not  they  fixed  by  virtue  of  some  understanding  or 
agreement  between  the  presidents  or  traffic  managers  of  the 
various  trunk  lines  ?     A.  Yes,  sir. 

Q.  And  then  there  is  an  arrangement  which  first  fixes  what 
the  rates  shall  be,  and  then,  for  the  purpose  of  maintaining 
those  rates,  an  arrangement  for  division  of  traffic,  so  that 
there  shall  be  no  motive  to  cut  the  rate  ?  A.  That  is  the  object 
of  it. 

Q.  That  practically,  according  to  your  opinion,  ends  compe- 
tition between  the  trunk  lines,  does  it  not  ?     A.  No. 

Q.  In  what  respect  is  competition  maintained  if  good  faith 
is  kept  in  relation  to  that  agreement;  say  between  Chicago  and 
New  York  ?  A.  You  cannot  establish  any  rate  and  stop  com- 
petition between  railroads. 

Q.  You  mean  by  that,  that  no  arrangement  is  absolutely 
kept  in  good  faith  ?  A.  No  ;  I  do  not  mean  any  such  thing. 
•  Q.  If  there  is  on  the  one  hand  a  fixing  of  the  rate  find  an 
agreement  upon  the  rate  from  Chicago  to  New  York,  and  on 
the  other  hand  an  actual  division,  an  agreed  division  of  the 
amount  of  traffic,  freight  traffic,  between  those  points,  what 
competition  is  left  ?  A.  "Well,  you  have  got  water  competition 
and  canal  competition  ;  our  road  is  so  situated 

Q.  No,  you  are  answering  me  a  question  that  I  did  not  ask; 
I  am  speaking  now  between  the  trunk  lines  ;  what  competition 
is  there  left  ?  A.  That  is  competition  between  the  trunk  lines, 
water  competition  by  the  lakes  and  canals  ;  that  is  competition 
between  the  trunk  lines. 

Q.  No,  not  according  to  my  understanding  of  it,  and  I  pre- 
sume not  according  to  your  understanding  of  it,  if  we  under- 
stand each  other?  A.  The  Erie  road  and  the  New  York 
Central  road  are  in  competition  for  all  the  traffic  that  comes 
by  the  lakes  and  by  the  Erie  canal. 

Q.  Unquestionably  so  ;  but  as  between  the  trunk  lines — and 
of  course  the  Erie  Canal  is  not  a  trunk  railway  line — as  be- 
tween the  trunk  railway  lines,  which,  as  I  understand  it,  the 
arrangement  embraces  the  New  York  Central,  the  Erie,  the 
Pennsylvania,  the  Baltimore  &  Ohio,  and  more  recently  the 
Grand  Trunk — if  there  is  an  arrangement  between  them  fixing 
the  tariff  between  New  York  and  Chicago,  and  at  the  same 
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time  an  arrangement  by  which  the  traffic  is  divided  between 
them  by  certain  proportions  to  each  road,  all  competition  be- 
tween those  roads  both  as  to  rates  and  as  to  volume  of  busi- 
ness is  ended ;  isn't  it,  as  between  those  points  ?  A.  It  is 
ended  so  long  as  there  is  perfect  confidence  in  sill  those  people 
— in  the  gentlemen  representing  those  roads  as  commissioners. 

Q.  So  long  as  good  faith  is  kept  there  is  an  end  to  compe- 
tition; is  not  that  the  meaning  of  it?  A.  That  is  the  object 
to  a  very  great  extent,  but  they  have  got  to  be  controlled  and 
governed  by  water  communication. 

Q.  Of  course  to  some  degree  they  get  another  competition? 
A.  Yes,  and  the  railroads  agree  to  leave  to  a  set  of  gentlemen 
what  those  rates  shall  be,  because  they  cannot  agree  among 
themselves. 

Q.  To  whomever  they  leave  it,  assuming  a  final  determination 
to  have  been  made,  which  has  been  done  as  between  the  great 
trunk  lines—  we  have  the  evidence  here  before  us  that  such  an 
arrangement  is  in  existence — the  division  of  the  traffic  and 
the  rate  agreed  upon,  having  once  been  adjusted,  does  no.t 
that  end  all  rivalry  and  competition  between  the  great  trunk 
lines  that  have  entered  into  that  arrangement  as  between  those 
roads  ?  A.  That  is  a  pretty  broad  question  ;  in  your  view  of 
it,  it  does: 

Q.  Does  it  not,  in  your  own  ?     A.  No. 

Q.  Wasn't  it  one  of  the  objects  of  entering  into  what  is 
called  the  pooling  arrangement  in  place  of  the  method  exist- 
ing prior  to  that  time  ;  was  not  one  of  the  objects  to  maintain 
the  rates  and  to  end  competition  between  the  lines?  A.  The 
object  was  to  have  the  same  rate  to  everybody,  and  if  possi- 
ble, that  the  properties  represented  by  the  trunk  lines  should 
in  some  way  be  protected,  and  that  the  persons  owning  those 
properties  should,  by  some  way  or  other,  receive  some  benefits 
and  get  a  proper  remuneration  for  that  investment  the  same  as 
any  other  property. 

Q.  Precisely  ;  therefore,  the  object  was  to  benefit  the  owners 
of  the  trunk  lfnes ;  wasn't  it?  A.  Therefore,  it  has  been 
deemed  expedient ;  I  never  consented  to  it  until  the  last  three 
months  ;  now,  I  consent  to  it  with  all  my  heart ;  every  interest 
I  have  got,  put  it  all  in  ;  if  you  can  find,  as  we  all  think  we 
have  found,  three  or  four  gentlemen  of  national  reputation  that 
the  place  seeks,  without  seeking  the  place — men  that  the  place 
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seeks— in  whom  we  have  all  confidence,  to  leave  to  them  all 
those  matters,  and  take  away  the  100  or  500  people  around 
the  country,  who  are  all  making  rates,  to  the  great  detriment 
of  the  property,  and  the  benefit  of  nobody  ;  take  that  all  away 
from  them,  and  leave  to  these  gentlemen  any  differences  that 
we  may  have,  to  adjust— we  have  concluded  that  that  was  the 
best  way  to  manage  this  property,  because  the  way  it  is  going, 
all  these  properties  will  be  mined  in  a  very  short  time. 

Q.  You  believed,  therefore,  in  other  words,  that  this  mainte- 
nance of  rate  was  necessary  for  the  salvation  of  the  interests 
which  were  invested  in  these  properties  ?  A.  And  I  believe 
that  that  is  a  national  matter,  and  not  a  state  matter. 

Q.  We  may  possibly  not  even  differ  upon  some  things,  but 
I  do  not  ask  you  that  question ;  you  have  not  answered  my 
question  as  yet ;  isn't  the  practical  result  of  it,  the  end  of  riv- 
alry and  competition  between  the  trunk  lines,  both  as  to  busi- 
ness and  as  to  rates?  A.  "Well,  as  I  said  before,  in  your  view 
of  it,  it  is. 

Q.  I  am  asking  your  view  of  it ;  I  am  not  on  the  witness 
stand  ;  I  want  your  view  of  it  ?  A.  No  ;  I  think  not ;  in  the 
first  place,  we  agreed  upon  the  principle  that  New  York  should 
be  treated  as  well  and  should  get  all  her  products  through  the 
port  of  New  York  just  as  cheap  as  Philadelphia  or  Baltimore, 
which  are  points  very  much  nearer  the  western  points  than 
New  Yor  . ;  we  agreed  upon  that  principle  first,  and  then  other 
things  that  we  may  differ  upon  we  select  these  gentlemen  as 
arbitrators,  state  to  them  what  our  agreements  are,  and  leave 
the  matter  for  them  to  adjust. 

Q.  You  say  you  agreed  upon  that  principle ;  isn't  there  a  dif- 
ference made  of  two  cents  a  hundred  iu  favor  of  Philadelphia, 
and  three  cents  a  hundred  in  favor  of  Baltimore  ?  A.  Yes, 
sir. 

Q.  Therefore  New  York  City,  if  you  have  agreed  upon  that 
principle,  is  not  placed  upon  an  equality  with  those  cities  which 
are  nearer  the  western  point  ?     A.  Yes,  it  is. 

Q.  How  is  it  placed  upon  equality  by  that  difference  of 
rate  ?  A.  Because  that  is  the  difference  that  it  costs  parties 
in  New  lork,  less  to  get  their  goods  through  to  foreign  ports, 
than  those  living  in  Baltimore  or  Philadelphia. 

Q.  Are  not  you  mistaken  as  to  that  ?     A.  No,  sir. 

Q.  You  have  said  so  in  a  letter  ;  do  you  recognize  your  Ian- 
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guage  in  a  letter  to  the  Chamber  of  Commerce,  dated  April 
18th,  1878,  in  which  you  say  "  The  New  York  Central  &  Hud- 
son River  Railroad  has  not  entered  into  any  combination  to 
discriminate  against  New  York  or  its  merchants  in  freight 
charges,  in  favor  of  any  port ;  on  the  contrary,  this  company 
has  endeavored  for  years  past  to  do  away  with  the  difference 
which  have  heretofore  existed,  and  in  concert  with  the  Erie 
Railway  succeeded  after  a  long  and  desperate  struggle,  in 
abolishing,  about  a  year  ago,  these  discriminations ;  this  result 
placed  the  New  York  shipper  upon  an  equal  footing,  and  gave 
to  him  the  same  advantages  as  were  enjoyed  by  the  merchant 
of  any  rival  city  ;  certainly  no  more  could  be  reasonably  asked. 
To  require  the  New  York  roads  to  carry  freight  to  and  from 
the  west  at  a  rate  which  would  disregard  the  excess  of  cost  of 
transportation  from  Philadelphia  and  Baltimore,  to  and  from 
foreign  ports,  would  give  to  the  New  York  merchant  such  ad- 
vantages as  would  destroy  the  commerce  of  those  cities  ?"  A. 
Very  well. 

Q.  Now,  don't  you  know  there  is  no  such  difference  as  two 
cents  a  hundred  to  or  from  Philadelphia,  and  three  cents  a 
hundred  to  or  from  Baltimore,  as  compared  with  New  York 
on  ocean  rates  to  and  from  Liverpool  ?  A.  I  know  there  is 
such  a  difference. 

Q.  How  do  you  know  that  ?  A.  I  know  from  my  conversa- 
tions with  owners  of  steamboats  and  so  on ;  and  not  only 
that  but  from  the  reports  we  get  from  the  people — our  people, 
who  are  in  that  business. 

Q.  You  are  dependent  in  that  particular  ^entirely  upon  re- 
ports furnished  to  you  ?     A.  Yes,  sir. 

Q.  If  you  are  mistaken  in  that  particular,  then  you  have 
placed  by  your  consenting  to  that  arrangement,  New  York  city 
at  a  disadvantage  compared  with  Philadelphia  and  Baltimore? 
A.  As  a  general  thing,  no  ;  in  special  instances  it  might  be. 

Q.  If,  as  a  general  rule,  it  is  true,  that  a  charter  party  can  be 
made  in  Liverpool  or  London  indiscriminately  for  New  York, 
Philadelphia  or  Baltimore,  at  the  same  rates  and,  that  the 
rates  of  insurance  as  to  those  respective  cities  upon  vessels 
going  to  or  from  them,  are  precisely  the  same,  then  you  have 
been  misinformed,  and  your  action  is  based  upon  a  misappre- 
hension which  has  placed  New  York  at  a  disadvantage,  com- 
pared with  other  cities  ?  A.  It  would  give  us  a  perfect  right 
to  open  that  question  with  those  gentlemen. 
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•  Q.  Do  you  know  by  reputation  or  name  at  all,  the  Messrs.- 
Clai'kson,  Pembrook,  Angier  Brothers  and  D.  McHarris  ;  they 
are,  we  are  informed  at  the  Chamber  of  Commerce,  the  leading 
ship  brokers  in  London  ?     A.  No,  sir. 

Q.  They,  under  date  of  August  14th,  certify  that  owners  of 
steamers  carrying  full  cargoes  of  grain  from  the  United  States 
to  Europe  give  the  preference  at  the  same  rate  of  freight  to 
Baltimore  aud  Philadelphia  as  against  New  York  : 

Pembrook  &  Clarkson,      ) 
London,  14th  of  August,  1878.  \ 

■  We,  the  undersigned  shipbrokers,  certify  that  the  great  ma- 
jority of  charters  made  in  London  for  sailing  vessels  carrying 
grain  from  the  United  States  to  Europe  give  charterers  the 
option  of  sending  the  vessel  either  to  New  York,  Philadelphia 
or  Baltimore  on  the  same  terms. 

A-  That  might  have  been  because  there  were  plenty  of  ves- 
sels there  that  hadn't  anything  to  do ;  that  don't  prevail. 

Q.  Then  if  it  is  true  that  there  is  no  rate  of  freight,  no  ap- 
preciable difference  in  the  rate  of  freight  between  any  of  the 
seaboard  cities  to  and  from  Liverpool,  north  of  Norfolk  and 
south  of  Montreal,  why  then  the  basis  upon  which  your  cor- 
poration has  acted  has  practically  doue  a  great  injustice  and 
injury  to  New  York  ?  A.  Well,  I  never  saw  any  arrangement 
yet,  no  matter  how  good  faith  it  is  kept  in — I  have  never  seen 
any  arrangement  yet  with  the  railroads  that  there  was  not 
cases  coming  up  that  would  seem  to  be  in  violation  of  an  agree- 
ment. 

Q.  I  mean  this  ,*  we  have  in  evidence  here  from  Mr.  Walker, 
the  statistician  of  the  Produce  Exchange,  the  fact  that  the  ocean 
rates — and  from  Funch,  Edye  &  Co. — the  fact  that  the  rat.s 
are  about  the  same  between  Philadelphia  and  New  York  to 
and  from  Liverpool,  a  little  higher  sometimes  to  Baltimore, 
depending  upon  the  weather,  in  summer  generally  about  the 
same,  and  in  the  autumn  about  the  same,  and  in  winter  a 
little  difference  in  favor  of  New  York,  and  generally  lower  from 
Boston  to  Liverpool  than  from  New  York ;  if  that  statement 
is  correct,  based  upon  all  the  charter  parties,  then  New  York 
City  is  placed  at  a  permanent  aud  constant  disadvantage  by 
that  difference  of  rates,  isn't  it ;  do  you  agree  with  me  ?  A. 
If  your  theory  is  correct,  it  might  be. 

Q.  If  my  statement  of  facts  is  correct  ?     A.  Yes. 

Q.  Did  you  take  any  trouble  to  ascertain   the  correctness  of 
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youv  information  before  you  entered  into  the  agreement?  A. 
Yes,  sir  ;  that  thing  was  very  thoroughly  gone  into  ;  they  de- 
manded and  insisted  on  five  cents ;  they  have  had  seven  or  eight 
cents  for  years,  and  the  Erie  and  New  York  Central  roads 
stood  together  on  that  fight  and  fought  that  battle— Mr.  Butter 
on  our  behalf  and  Mr.  Blanchard,  on  behalf  of  the  Erie — when 
the  Presidents  were  not  present. 

Q.  Did  you  take  any  part  in  it  ?  A.  Yes,-  sir ;  the  Presi- 
dents themselves,  they  had  a  conference,  but  in  the  detail  of 
it,  the  General  Managers  attended  to  that,  and  then  the 
question  came  before  the  Presidents  themselves,  and  they  had 
several  interviews  upon  it,  and  it  was  finally  fixed. 

Q.  Do  yon  know  wha!;  proportion  of  the  grain  traffic  goes 
in  sailing  vessels  as  compared  with  what  goes  in  steamers? 
A.  I  cannot  tell  the  proportion  ;  no. 

Q.  Don't  you  know  that  more  goes  in  sailing  vessels  than 
by  steamers  ?     A.  I  think  so. 

Q.  Don't  you  know  that  the  bulk  of  the  grain  traffic  is  done 
by  calling  at  Cork  for  orders  ?     A.  A  good  deal  of  it  is. 

Q.  Don't  you  know,  as  matter  of  fact,  that  vessels  can  be 
laden  as  cheaply  during  ten  months — nine  months  of  the  year, 
to  be  accurate  -in  Baltimore  and  in  Philadelphia  as  they  can 
be  in  New  York  ?  A.  No  ;  I  know  they  cannot,  and  I  will 
give  yon  the  best  leas-on  in  the  world  for  it. 

Q.  Well,  let  us  have  it?  A.  If  they  go  to  Baltimore  or 
Philadelphia,  nine  cases  out  of  ten,  they  have  to  go  there  in 
balast ;  and  the  same  vessels  that  go  to  Baltimore  and  Phila- 
delphia to  take  that  grain,  come  here  to  discharge,  and  then  go 
from  here  to  Baltimore  or  Philadelphia  to  get  their  freight. 

Q.  Go  from  here  there  ?     A.  Go  lrom  here  there. 

Q.  Why  should  they  go  to  Baltimore  or  Philadelphia  to  get 
their  freight,  if  there  is  not  any  advantage  in  freights  at  Balti- 
more or  Philadelphia?     A.  Because  they  cannot  get  it  here. 

Q.  Why  can't  they  get  it  here  ?  A.  A  great  many  vessels 
come  to  New  York  that  can't  get  prompt  freight. 

Q.  Don't  you  know  that  a  very  considerable  portion  of  the 
grain  traffic  has  been  diverted  from  New  York  to  Philadelphia 
and  Baltimore?     A.  Not  at  all ;  I  know  it  has  not. 

Q.  Don't  you  know  that  the  grain  traffic — the  relative  pro- 
portion to  Baltimore  and  Philadelphia — has  largely  increased? 
A.  Of  course  it  has,  because  they  have  increased  their  facili- 
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ties ;  tliey  had  not  any  five  or  ten  years  ago ;  you  may  start 
another  port  half  way  between  them  and  give  them  the  same 
facilities,  and  they  will  increase,  because  all  they  get,  you  will 
claim,  is  a  clear  gain. 

Q.  Hasn't  New  York  City  facilities  in  her  superb  harbor  far 
beyond  those  other  cities ;  natural  facilities  for  vessels  coming 
to  port  ?  A.  I  know  that  owners  of  vessels  claim  that  their 
expenses  are  larger  here ;  whilst  there  they  have  no  port 
charges,  or  anything  of  the  kind  ;  and  those  companies  furnish 
the  facilities  right  alongside  the  docks ;  they  can  go  there 
without  any  expense  ;  we  offer  the  same,  and  the  Erie  Railway 
does  it ;  we  have  to  do  it  in  competition,  and  New  York  City 
don't  help  us  any. 

Q.  You  offer  the  same  facilities  to  vessels  that  they  do  in 
Philadelphia  and  Baltimore,  don't  you  ?     A.  Yes,  sir. 

Q.  That  they  do  in  Philadelphia  and  Baltimore  ?  A.  Yes, 
sir ;  but  they  have  not  naturally  one-quarter  the  facilities  that 
New  York  has. 

Q.  New  York  City  has  a  very  great  advantage  over  all  the 
neighboring  ports,  has  it  not  ?     A.  Very  well. 

Q.  And  you  think — I  am  quite  sure  you  are  in  error  in  that 
respect,  or  have  been  misinformed — you  think,  in  consequence 
of  that  great  advantage,  there  was  a  difference  between  freight 
charges  to  and  from  Liverpool  to  New  York  ?  A.  We  know 
there  is  ;  we  know  it  by  actual  experience  ;  facts  coming  to  us 
every  day. 

Q.  The  statisticts  of  the  Produce  Exchange  differ  from  you, 
and  they  take  their  facts  from  a  wider  range  of  observation 
than  you  do  ?  A.  There  may  be  one  or  two  men — brokers 
that  have  ships — but  we  take  it  from  the  regular  course  of 
trade ;  here  are  lines  of  steamers  ready  for  business  every  day, 
and  of  course  we  have  more  or  less  dealings  with  those  lines  ; 
hardly  a  ship  goes  out  of  the  port  but  has  four  or  five  hundred 
tons  of  our  freight,  and  probably  as  much  more  of  the  Erie, 
and  of  course  we  give  our  business  to  those  companies,  if  they 
will  take  it,  rather  than  to  give  it  to  transient  vessels ;  if  those 
transient  vessels  come  here,  they  cannot  get  from  us  the  same 
as  they  do  from  Baltimore  and  Philadelphia ;  our  own  facilities 
may  be  all  filled  up,  and  then,  of  course,  the  Baltimore  man  and 
the  Philadelphia  man  may  come  here  and  hire  them  cheaper, 
because  they  find  they  cannot  get  the  freight  here,  and  they 
mav  go  there  cheaper. 

xe 
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Q.  I  am  speaking  of  charter-parties  made  abroad,  not  these 
exceptionable  rushings  of  trade  ;  if  they  are  made  abroad,  upon 
a  basis  of  absolute  equality  between  the  three  cities,  and  the 
bulk  of  the  traffic  comes  in  that  way,  then  New  York  City  is 
placed  at  a  perpetual  disadvantage  by  your  arrangement,  isn't 
it  ?     A.  Very  well ;  it  may  be  in  that  case — in  that  one  point. 

Q.  It  depends   upon   whether  you  or   I A.  You  have  to 

take  the  regular  course  of  trade. 

Q.  The  practical  effect  of  the  arrangement,  has  been  there- 
fore, assuming  your  position  to  have  been  correct,  that  there 
is  such  a  difference  of  freight  between  Philadelphia,  Baltimore 
and  New  York,  as  to  Liverpool  freights — the  practical  effect  of 
the  arrangement  between  the  trunk  lines,  was  to  place  those 
cities  upon  an  equality  was  it  not?     A.  That  was  the  object. 

Q.  Not  upon  an  equality  absolutely,  but  relatively,  as  to 
Liverpool  ?     A.  Relatively  as  to  all  ports  in  Europe. 

Q.  As  to  all  freights  which  come  to  New  York  and  which 
were  not  shipped  to  Liverpool,  however,  the  inequality  con- 
tinued to  exist  ?     A.  Yes,  sir. 

Q.  Therefore,  the  equality  was  simply  as  to  European  ship- 
ments?    A.  Yes,  sir. 

Q.  Do  you  make  a  distinction  between  freights  that  come 
here  and  go  no  further  ?  A.  Yes,  we  make  a  distinction  in 
that  way. 

Q.  You  make  a  rebate  representing  that?  A.  We  make  a 
distinction  in  this  way ;  we  carry  the  freight  to  New  York 
cheaper  than  the  other  roads  can  carry,  because  they  could 
not  begin  to  bring  it  from  there  to  New  York  for  two  cents. 

Q.  You  are  not  answering  my  question  ;  you  make  a  differ- 
ence representing  the  three  cents  and  the  two  cents  on  freights 
from  Chicago  to  New  York,  to  the  New  York  merchant,  whose 
freights  stop  at  New  York  and  don't  go  to  Liverpool?  A.  Yes, 
sir,  but  the  Pennsylvania  road  or  the  Baltimore  &  Ohio  road, 
is  not  going  to  bring  that  same  freight  to  New  York  for  that 
difference;  they  won't  bring  it  as  cheap  as  we  will— any 
cheaper ;  they  bring  it  and  lose  money  for  doing  it,  between 
those  points  ;  their  price  to  New  York  is  the  same  as  ours, 
whatever  it  may  be. 

Q.  Their  price  is  the  same  as  yours  ?     A.  Yes,  sir. 

Q.  And  that  price  is  three  cents  higher  ?     A.  Yes,  sir. 

Q.  Than  to  Baltimore  and  two  cents  higher  than  to  Phila- 
delphia ?    A.  Yes,  sir  ;  if  they  make  anything  on  the  Baltimore 
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and  Philadelphia  business  they  lose  it  in  bringing  it  to  New 
York. 

Q.  I  understand  you ;  the  price  of  freights  from  Chicago  to 
New  York  is  three  cents  higher  to  New  York,  than  it  is  com- 
pared with  Baltimore  and  two  cents  higher  to  New  York,  as 
compared  with  Philadelphia,  independent  and  irrespective  of 
any  shipment  across  to  Europe  ?  A.  No,  it  is  not ;  it  is  all  the 
same  ;  the  Baltimore  road  is  out  of  New  York  and  they  don't 
take  any  New  York  freight  for  that  reason  ;  the  Pennsylvania 
road  brings  it  to  New  York,  and  they  bring  it  at  a  difference 
of  two  cents  between  Philadelphia  and  New  York,  and  you  find 
they  don't  bring  any  more  than  they  can  help. 

Q.  Am  I  or  not  correct,  that  the  difference  is  three  cents  in 
favor  of  Baltimore,  and  two  cents  in  favor  of  Philadelphia,  for 
all  freights  shipped  eastward  to  those  three  cities— New  York, 
Philadelphia  and  Baltimore — as  compared  with  New  York? 
A.  Cheaper  to  those  points  than  it  is  to  New  York ;  yes. 

Q.  And  that  quite  independent  of  the  shipment  across  to 
Liverpool?  A.  Yes,  sir;  on  freights  un consigned;  what  ob- 
jection is  there  to  that  ?     I  always  want  to  learn  something. 

Q.  I  think  I  can  show  you  quite  clearly  the  objection  to 
that ;  your  road  has  a  better  gradient  than  the  Erie,  hasn't  it  ? 
A.  Probably ;  yes. 

Q.  Don't  you  know  that  it  has  ?     A.  Yes. 

Q.  And  there  is  almost  as  much  difference  in  grade,  isn't 
there,  between  your  road  and  the  Erie  road,  as  there  is  between 
the  Harlem  and  the  Hudson  Biver  road?     A.  No. 

Q.  Not  so  great  ?     A.  No,  sir. 

Q.  Your  road  has  a  better  gradient  than  the  Baltimore  & 
Ohio?     A.  Yes. 

Q.  Considerably  better  ?     A.  Yes,  sir. 

Q.  A  better  gradient  than  the  Pennsylvania  ?     A.  Yes. 

Q.  Your  road  has  a  larger  local  traffic  than  either  of  those 
roads?  A.  I  don't  know;  I  don't  think  it  is  a  larger  than 
the  Pennsylvania  road. 

Q.  Don't  you  pass  through  a  larger  and  more  wealthy  popu- 
lation than  the  Pennsylvania  ?  A.  That  might  be,  but  I  don't 
think  our  local  traffic  is  anything  like  as  much  as  the  Penn- 
sylvania— in  fact,  I  know  it  is  not. 

Q.  Have  you  campared  the  two  ?  A.  I  have  looked  at  their 
statistics  some  years  since — I  won't  say  statistics — but  some 
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statements  that  I  saw  in  the  papers,  and  their  local  business  is 
larger  than  burs. 

Q.  Did  you  compare  it  with  any  knowledge  you  have  of  the 
local  business  you  have  upon  your  own  road  ?    A.  No. 

Q.  Then  how  could  you  know  that  their  local  business  was 
larger  than  yours  ?  A.  Because  their  gross  receipts  are  very 
much  larger  than  ours,  and  from  what  I  have  heard  in  conver- 
sation with  them  frequently  their  local  business  in  coal  and 
iron,  and  so  on,  is  immense — very  much  larger  than  ours. 

Q.  Do  you  speak  of  their  gross  receipts  as  larger  than  yours? 
A.  Their  whole  receipts. 

Q.  How  could  you  tell  from  their  whole  receipts,  how  much 
was  local  and  how  much  was  through  ?  A.  Only  from  my  ob- 
servation and  conversation  with  people  who  are  familiar  with 
it. 

Q.  How  do  you  compare  it,  so  far  as  your  own  road  is  con- 
cerned— have  you  a  general  knowledge  of  the  subject  ?  A. 
Tes,  sir. 

Q.  Can  you  tell  this  Committee  how  much  your  local  traffic 
is,  as  compared  with  your  through  traffic  in  volume  ?  A.  I  can't 
tell. 

Q.  Can't  you  approximate  ?     A.  I  have  no  idea. 

Q.  Have  you  never  taken  the  trouble  to  inquire  ?  A.  No, 
sir. 

Q.  Can't  you  tell  how  much  of  your  business  is  local,  and 
how  much  is  through  ?  A.  Sometimes  I  do,  for  the  time  being 
ask  how  many  cars  there  are  for  some  station,  or  something  of 
that  kind. 

Q.  How  long  have  you  been  President  of  the  New  York 
Central  Koad  ?     A.  President  and  Vice-President  since  1869. 

Q.  And  you  can't  tell  how  much  of  your  business  is  local 
and  how  much  is  through  ?     A.  No,  sir  ;  never  tried  to  tell. 

Q.  Cannot  even  tell  approximately,  during  those  ten  years  ? 

A.  I  might  guess. 

Q.  Give  a  guess  ?  A.  Well,  I  don't  know  whether  I  had 
better  guess,  because  I  might  show  that  I  was  more  ignorant 
than  I  want  to  appear. 

Mr.  Depew — It  is  in  evidence  that  our  books  are  not  kept 
that  way — if  our  books  are  not  kept  so  as  to  develop  that 
business,  no  human  being  can  tell. 
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Q.  Do  you  know  that  your  books  were  formerly  kept  in  such 
a  way  that  you  could  tell  that  ?     A.  The  old  Central  ? 

Q.  Yes  ?     A.  I  don't  know  ;  I  don't  know  anything  about  it. 

Q.  You  never  looked  into  that  ?    A.  No. 

Mr.  Depew — Mr.  Kutter  and  Mr.  Worcester  ? 

Q.  Mr.  Worcester  swore  that  he  formerly  kept  the  statis- 
tics that  would  enable  him  to  tell,  but  for  ten  years  past  he 
could  not ;  ten  years  ago  the  old  Central  road  could  have  furn- 
ished that  information  ?  A.  I  know  they  kept  an  enormous 
quantity— 100  or  200  clerks. 

Q.  Has  your  local  traffic  increased  or  decreased  since  the 
New  York  Central  &  Hudson  River  Railroads  were  consolida- 
ted ?     A.  Increased  or  decreased  ? 

Q.  Yes  ?  A.  I  should  think — I  declare  I  can't  tell ;  I  should 
judge  it  had  increased,  of .  course. 

Q.  Largely,  hasn't  it  ?     A.  I  don't  know. 

Q.  What  relation  has  the  increase  been  to  the  increase  as  to 
through  traffic,  if  any  ?     A.  I  don't  know. 

Q.  Can't  you  guess  ?  A.  I  don't  know ;  I  have  not  any 
idea. 

Q.  Do  you  know  what  your  increase  as  to  through  traffic 
has  been  ?    A.  No,  sir. 

Q.  Not  even  approximately  ?     A.  No ;  I  don't  know  anything . 
about  it ;  Mr.  Rutter  has  that  entire  matter  in   charge  and  I 
don't  trouble  myself  now,  much  with  the  freight  matters  at  all. 

Q.  Suppose  you  wanted  to  know  ?     A.  I  would  ask  him. 

Q.  How  much  business  you  do  in  the  State  of  New  York  ? 
A.  I  don't  know. 

Q.  You  have  some  means  of  rinding  out  ?  A.  I  would  ask 
him ;  I  could  not  tell. 

Q.  If  he  said  he  didn't  know,  would  you  say  he  must  find  it 
out  ?  A.  I  would  tell  him  that  we  would  find  out  hereafter  if 
it  was  of  interest  enough  to  know,  but  we  would  have  to  keep 
up  a  large  organization  to  do  that ;  as  you  Say,  the  New  York 
Central  did  heretofore  ;  they  had  a  large  organisation  of  clerks 
and  so  on ;  that  we  thought  was  useless  expenditure*  which  we 
have  not  kept ;  if  they  were  kept,  it  was  done  away  with, 
long  before  any  object  of  this  kind  ;  done  away  with,  when  we 
took  the  road,  as  a  useless  expenditure  ;  Mr.  Worcester  can 
tell  you  all  about  it,  whatever  there  was  of  it. 

Q.  You  say  in  this  self  same  letter  of  April  18th,  1878,  that 
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otlier  roads — speaking  of  the  roads  which,  center  at  Philadel- 
phia  and    Baltimore — would   not   submit  to   this?     A.  Yes. 

Q.  Speaking  of  giving  the  New  York  merchants  such  advan- 
tages as  would  destroy  the  commerce  of  those  cities,  "  nor 
would  those  cities  permit  them  to,  until  they  had  been  exhaust- 
ed in  the  struggle  to  maintain  a  fair  equilibrium ;"  will  you 
tell  what  you  mean  by  that  statement  ?  A.  I  mean  this  ;  I 
mean  that  other  roads  would  not  submit  to  having  the  same 
rate  fixed  to  New  York,  as  was  fixed  to  Baltimore  and  Phila- 
delphia ;  that  is  just  what  I  mean. 

Q.  Suppose  they  did  not  submit ;  what  could  they  do  ?  A. 
They  would  carry  the  freight  so  low  that  we  could  not  get  a 
cent  for  it,  and  then  the  question  would  come  whether  they 
could  carry  much  cheaper  to  Philadelphia  and  Baltimore,  or 
we  to  New  York,  and  there  is  no  reason  why  they  should  not 
carry  it  just  as  cheap  as  we  should. 

Q.  As  you  to  New  York'  A.  As  we  should  to  Baltimore, 
the  same  distance  ;  they  have  always  claimed,  and  claim  still, 
that  their  advantages  in  coal  and  other  expenses  more  than 
offset  all  the  advantages  we  have,  and  it  is  a  very  serious 
question  whether  it  does  not. 

Q.  Do  you  think  it  offsets  the  volume  of  your  traffic  ?  A. 
The  volume  of  their  traffic  is  as  large  as  ours. 

Q.  Is  the  volume  of  their  local  traffic  larger  than  yours  ? 
A.  On  the  Pennsylvania  road  it  is  as  large. 

Q.  I  am  speaking  now  of  the  volume  of  their  local  traffic  and 
the  volume  of  your  local  traffic  through  the  State  of  New  York ; 
is  not  your  local  traffic  and  through  traffic  very  much  larger 
than  their  local  and  their  through  traffic?  A.  Of  the  Pennsyl- 
vania, no. 

Q.  Isn't  it  larger  than  the  Baltimore  &  Ohio  ?     I  think  it  is. 

Q.  Isn't  the  proportion  of  the  local  traffic  very  much  larger 
than  the  Baltimore  &  Ohio's  local  traffic?  A.  I  think  it  is 
much  larger. 

Q.  Isn't  the  local  traffic  which  swells  the  volume  of  the 
Pennsylvania  local  traffic  largely  coal,  and  the  lowest  class  of 
traffic  ?    A.  Coal  and  iron. 

Q.  Low  class  traffic  ?    A.  Yes,  sir. 

Q.  Fourth-class  traffic  ?     A.  Yes,  sir. 

Q.  Isn't  your  local  traffic  very  largely  first-class  traffic  ?  A 
No. 
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Q.  Isn't  it  very  much  more  largely  a  better  class  of  traffic 
than  the  traffic  of  the  Baltimore  and  Pennsylvania  roads  ?  A. 
It  is,  of  the  Baltimore  ;  but  of  the  Pennsylvania  I  have  not 
any  knowledge. 

Q.  When  you  speak  of  the  amount  of  their  traffic  as  com- 
pared with  your  traffic,  you  speak  of  the  volume  simply,  don't 
you  ?     A.  I  speak  of  the  money  they  get  for  it. 

Q.  Net  money  or  gross  money  ?  A.  Money  that  they  make  ; 
they  received  so  much  money  for  what  they  do — gross  money. 

Q.  You  do  not  estimate  as  against  that  money  the  cost  of 
doing  the  work  ?  A.  Yes,  I  do ;  there  is  no  reason  why  the 
Pennsylvania  road  should  not  do  the  work  just  as  cheap  as 
we  do. 

Q.  I  am  speaking  of  the  local  traffic ;  if,  for  instance,  your 
traffic  is  largely  first-class  traffic,  you  get  a  larger  amount  for 
that  traffic  than  the  Pennsylvania  for  its  traffic,  even  if  it 
should  be  the  same  in  bulk,  for  their  traffic  is  largely  fourth- 
class  traffic  ?     A.  Yes,  sir. 

Q.  If  your  traffic  is  first-class  traffic,  and  the  Baltimore  & 
Ohio  is  fourth-class  traffic,  you  would,  as  to  the  same  bulk,  ob- 
tain a  larger  remuneration,  wouldn't  you  ?     A.  Well  ? 

Q.  Therefore,  for  the  purpose  of  ascertaining  whether  or  not 
their  local  traffic  is  as  remunerative  as  yours,  wouldn't  you  have 
to  ascertain  the  cost  of  doing  their  local  traffic  as  compared  with 
yours?     A.  That  may  be,  I  heve  no  means  of  ascertaining. 

Q.  You  have  never  entered  into  any  such  computation  as 
that?     A.  No. 

By  the  Chaieman  : 

Q.  Is  first-class  freight  any  better  for  a  railroad  to  handle 
than  fourth-class  ;  is  there  any  more  money  in  it  ?  A.  No  ;  I 
don't  think  there  is. 

Q.  I  infer  from  Mr.  Sterne's  question  he  assumes  that  to  be 
so  ?  A.  We  get  five  and  six  tons  in  a  car  on  first  and  scond- 
class  ;  we  get  in  first  and  second-class  five  or  six  tons  in  a  car  ; 
fourth-class  now,  we  get  12  and  14  ;  it  has  got  so  now  that  we 
put  15  tons  of  grain  in  a  car,  as  against  10  as  we  used  to./ 

By  Mr.  Depew  : 

Q.  Don't  you  understand  the  Chairman's  question  as  to 
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whether  the  first-class  paid  more  or  less  than  the  fourth-class  ? 
A.  I  think  I  covered  it,  didn't  I  ? 

The  Chairman — Yes,  that  covers  the  ground. 

By  Mr.  Sterne  : ' 

Q.  Take  the  case  of  a  box  full  of  drygoods ;  that  is  first- 
class?     A.  Yes. 

Q.  Can't  you  get  10  or  12  tons  of  drygoods  in  a  car  ?  A. 
Never  put  that  in;  never  think  of  such  a  thing;  either  they 
can't  do  it,  or  do  not ;  I  don't  know. 

Q.  Isn't  that  a  matter  that  you  have  given  attention  to  in 
detail  ?  A.  Yes ;  things  of  that  kind  go  by  measurement ; 
the  vessels  always  take  goods  by  what  they  call  measurement ; 
you  can  take  a  box  of  drygoods  that  won't  weight  400  pounds 
and  it  will  take  up  as  much  room  as  a  half  ton  of  coal. 

By  Mr.  Husted  : 

Q.  More  bulky  ?     A.  Yes,  sir  ;  certainly. 

By  the  Chairman  : 

Q.  "Would  a  train  loaded  with  first-class  goods  earn  any 
more  money  than  .a  train  loaded  with  fourth-class  goods, 
at  the  respective  rates  fixed  for  the  two  classes?  A.  I  don't 
think  there  is  much  difference ;  you  take  any  train  we  have 
going  out  of  New  York,  most  any  day,  of  the  week — you  go 
down  there  as  I  have  frequently  done  and  you  will  find  two  or 
three  boxes  in  a  car  going  to  one  place ;  we  have  got  plenty  of 
cars  going  westward  empty,  and  will  find  cars  loaded  with  half 
a  ton  of  freight  or  five  or  six  tons  ;  except  they  have  pig-iron 
or  something  of  that  kind. 

By  Mr.  Sterne  : 

Q.  That  arises  from  the  fact  that  you  have  so  many  cars 
going  west  empty  that  it  is  not  necessary  to  load  them  all  to 
their  full  capacity  ?  A.  It  is  necessary,  because  we  haven't  the 
space  in  our  depot ;  we  have  to  do  it ;  we  are  continually  telling 
them  to  load  the  cars  to  their  full  capacity — but  they  say  it  is 
such  a  loss  of  time ;  for  instance,  if  we  have  two  tons  of  goods 
going  to  Oneida,  and  two  tons  to  go  20  miles  beyond  Oneida, 
they  leave  that-  car  at  Oneida  until  the  next  day  before  the 
goods  go  to  the  next  station. 
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Q.  They  have  to  make  up  a  train  ?  A.  We  have  plenty  of 
through  cars,  but  they  belong  to  these  lines  ;  our  arrangements 
with  these  lines  are  that  we  will  not  take  the  cars  out  of  these 
lines  to  divert  them  to  our  local  business  ;  that  is  part  of  the 
agreement. 

Q.  Could  not  a  locomotive  draw  a  larger  number  of  freight 
cars  tnat  are  not  fully  laden  as  compared  with  those  that  are 
laden?  A.  Certainly;  we  draw  forty  or  fifty  cars  empty,  and 
the  same  way  of  course,  if  partially  loaded. 

Q.  Under  those  circumstances,  if  you  do  not  load  cars  fully, 
yon  add  cars  to  the  train  ?  A.  Our  trains  are  loaded,  about 
the  same  number  of  cars  in  a  train,  whether  loaded  or  light ; 
and  they  have  got  their  crews  to  go  back  with  them. 

By  Mr.  Baker  : 

Q.  In  classifying  goods,  the  idea  is,  to  have  each  car  earn 
about  the  same ;  in  the  first  class  goads  you  cannot  get  so 
much  in  a  car,  consequently  they  pay  more  ?     A.  Yes,  sir. 

By  Mr.  Sterne  : 

Q.  You  also  sayin  your  letter,  "  the  New  Yorkroads  have  put 
this  city  on  an  equality  with  the  most  favored  rival;  to  this 
position  they  are  thoroughly  committed,  and  they  will  staud 
by  it  under  all  circumstances  ;  the  rest  remains  with  its  mer- 
chants ;".  you  mean  by  that  that  New  York  City,  has  relatively 
to  Liverpool,  been  put  upon  an  equality  with  Philadelphia  and 
Baltimore,  do  you  not  ?     A.  Yes,  sir. 

Q.  Of  course,  as  to  shipments  not  made  to  Liverpool,  it  is 
not  put  on  an  equality  with  Philadelphia  and  Baltimore,  for 
they  get  their  shipments  two  cents  and  three  cents  less  ?  A. 
Yes,  sir  ;  it  is  put  on  an  equality  with  them. 

Q.  Explain  that  ?  A.  If  a  man  lives  at  Pittsburg,  we  don't 
put  New  York  on  an  equality  with  Pittsburg,  because  Pitts- 
burg is  so  much  nearer  the  place  where  he  gets  his  barrel  of 
flour  or  anything  from ;  we  don't  think  it  amounts  to  anything  ; 
if  a  man  is  in  Baltimore  and  gets  a  barrel  of  flour  for  local 
consumption,  and  pays  two  cents  a  hundred  less  for  it  than  in 
New  York  ;  if  that  barrel  of  flour  comes  to  New  York,  or  passes 
through  Baltimore  to  go  to  anybody  else — we  have  that  kind 
of  competition;  we  don't  think  the  local  consumer  at  Balti- 
more has  a  right  to  ask  that  he  should  get  his  barrel  of  flour 
17 
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the  same  as  the  local  consumer  at  New  York,  240  miles  further 
away. 

Q.  Then  the  local  consumer  iu  New  York  City  does  pay 
three  cents  a  hundred  more  and  two  cents  a  hundred  more 
than  the  local  consumer  in  Philadelphia  aud  Baltimore  ?  A. 
He  may. 

Q.  Don't  he,  in  point  of  fact,  so  far  as  your  freight  charges 
govern?     A.  Yes,  sir. 

Q.  Therefore,  as  to  everything  that  is  not  shipped  abroad,  New 
York  City  is  not  placed  upon  terms  of  equality  with  the  other 
cities  ?     A.  No  ;  and  we  never  pretended  to  say  it  was. 

Q.  Therefore,  you  do  not  mean  to  say  that  New  York  is 
placed  upon  an  equality  with  those  ciites,  except  as  to  through 
shipments  only  ?     A.  Yes,  sir  ;  I  do. 

Q.  Yet  you  confess  to  an  inequality?     A.  No,  sir. 

Q.  Isn't  it  an  inequality  to  be  compelled  to  pay  two  or  three 
ceuts  more  per  hundred  to  or  from  Baltimore  and  Philadelphia, 
as  compared  to  New  York  ?  A.  We  are  not  competing  with 
them,  we  are  competing  against  the  railroads. 

Q.  I  am  speaking  as  to  the  practical  effect — as  to  the  growth 
of  those  cities  or  the  influence  upon  its  commerce  ;  practically, 
isn't  New  York  City  placed  under  a  disadvantage  of  two  and 
three  cents  a  hundred,  as  compared  with  Philadelphia  and 
Baltimore,  for  all  freights  coming  from  the  west  or  going  to  the 
west,  which  do  not  go  to  or  from  Liverpool,  if  your  theory  as 
to  the  freights  to  or  from  Liverpool  is  correct ;  my  statement 
is  correct  as  to  local  consumption  ?     A.  That  is  all  right 

Q.  And  correct  also  from  New  York  to  the  west — westbound 
freight — is  not  there  a  like  difference  from  New  York  to  the 
west  as  compared  with  Baltimore  ?  A.  All  on  the  same  theory ; 
yes. 

Q.  And  that  was  done  recently,  wasn't  it?  A.  All  done 
when  the  other  was  done,  1877. 

Q.  Therefore  the  differences  are  constant  if  your  theory  of 
the  ocean  freights  is  correct — constant  as  against  "New  York? 
A.  Those  freights  going  west,  those  contracts  are  made  from 
.the  points  on  the  other  side  of  the  water,  to  the  points  to 
which  they  are  consigned  in  America,  and  the  rates  are  all  the 
same  by  all  the  lines  ;  now,  it  don't  make  any  difference,  if 
that  is  the  case,  and  a  man  in  Liverpool  or  any  other  point, 
ships  a  lot  of  goods  to  Chicago,  he  makes  such  a  rate  on  it,  and 
the  same  rate  is  made  over  all  the  lines  ;  now,  if  a  man  gets  it 
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by  the  water  and  gets  a  less  rate  to  Baltimore  or  we  get  a  less 
rate,  then  it  costs  the  consumer  and  the  man  who  ships  the 
goods  and  the  man  to  whom  they  are  consigned,  the  same  ;  it 
don't  make  any  difference. 

Q.  As  to  westbound  freight  ?     A.  Both  east  or  west. 

Q.  So  that  as  to  east  or  west,  in  relation  to  Liverpool,  New 
York  City  is  levelled  down  to  Philadelphia  and  Baltimore 
positions  ?     A.  Yes,  sir ;  all  on  an  equality. 

Q.  That  arises  Irom  the  fact  that  New  York  City  is  further 
away  from  Chicago  than  Philadelphia  or  Baltimore  ?  A.  Yes, 
sir. 

Q.  And  that  this  difference  in  price,  represents  that  relative 
distance  ?     A.  Now  you  are  coming  back  to  local  consumption. 

Q.  You  claim  it  upon  .your  theory  that  the  difference  is  re- 
presented by  the  freights  ?     A.  Yes,  sir. 

Q.  If  you  are  wrong  as  to  that,  you  are  wrong  as  to  that, 
and  the  difference  is  permanent  ?     A.  That  is  so. 

Q.  Boston  is  still  further  from  Chicago  than  New  York  is  ? 
A.  Yes,  sir. 

Q.  Why  is  Boston  placed  upon  an  equality  with  New  York  ; 
and  why  is  there  not  a  difference  made  against  Boston,  cor- 
responding to  the  difference  that  is  made  against  New  York, 
as  compared  with  Philadelphia  ?  A.  Well,  there  isn't  that 
difference,  not  east,  west  there  is. 

Q.  The  eastward  bound  however,  is  the  bulk  of  the  traffic  ? 
A.  Well. 

Q.  "  Well "  is  not  either  yes  or  no,  on  the  record ;  the  east- 
bound  is  the  bulk  of  the  business  ?  A.  Yes,  sir ;  the  bulk  of 
the  business. 

Q.  There  is  no  difference  made  on  eastbound  traffic,  in  fa- 
vor of  New  York,  as  against  Boston,  as  there  isjnade  in  favor 
of  Philadelphia,  as  against  New  York?     A.  No. 

Q.  Why  is  that — why  is  New  York  in  other  words,  levelled 
down  to  an  equality  with  Philadelphia  and  Baltimore,  as  to 
traffic  by  the  trunk  lines,  and  Boston  levelled  up  to  an  equal- 
ity with  New  York  by  the  trunk  lines  ?  A.  We  have  better 
facilities  in  New  York,  better  facilities  in  Philadelphia  and 
Baltimore,  than  in  Boston,  and  on  everything  brought  to  Bos- 
ton, that  is  exported,  we  get  five  cents  a  hundred  more  for. 

Q.  How  do  you  make  that  distinction  on  eastbound  traffic  ? 
A.  I  don't  know ;  that  is  a  matter  of  detail,  for  Mr.  Butter  and 
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Mr.  Blanchard  and  these  people  that  make  the  arrangement ; 
Mr.  Blanchard  can  explain  it  to  you. 

Q.  Is  that  your  impression  ?    A.  That  has,  always  been  so. 

Q.  Five  cents  a  hundred  more  on  eastbound  traffic?  A. 
Yes,  sir. 

O.  On  non-exported  goods  ?  A.  On  non-exported  goods,  I 
am  not  familiar  with  it ;  that  is  for  Mr.  Butter  and  Mr.  Blanch- 
ard. 

Q.  Then  on  all  exports,  we  are  placed  on  terms  of  equality 
in  New  York  with  Boston  ?     A.  Yes,  sir. 

Q.  And  that  is  because  Boston  has  less  facilities  than  New 
York?  A.  I  don't  know  what  the  reasoD  is ;  it  has  always 
been  so  :  I  cannot  give  you  the  reason. 

Q.  "Why  should  you  submit  to  that,  if  the  Baltimore  and 
Philadelphia  roads  insist  upon  that  difference  in  favor  of  their 
respective  cities,  why  should  you  not  insist  upon  a  like  differ- 
ence in  favor  of  New  York  as  compared  with  Boston  ?  A.  In 
all  the  matters  of  Boston  business,  we  leave  it  with  our  eastern 
connection  to  arrange  that  matter ;  we  do  their  business,  and 
Mr.  Bliss  of  the  Boston  and  Albany  road,  has  generally  taken 
care  of  that,  and  whatever  they  do  over  us  and  the  Hoosnc 
Tunnel  line  we  consent  to  ;  we  do  not  consider  ourselves  a  ter- 
minal to  Boston,  but  to  New  York. 

Q.  Practically,  it  gives  to  Boston  a  very  large  advantage 
compared  with  New  York,  and  wipes  out,  doesn't  it,  the  ad- 
vantages New  York  has  over  Boston  as  to  exports  ?  A.  No,  it 
seems  not,  because  their  business  don't  increase  there  at  all 
as  it  does  at  other  places. 

Q.  Don't  you  think  if  the  levelling  up  on  one  side  and 
levelling  down  on  the  other  continues  for  a  sufficient  period  of 
time,  that  in  process  of  time  the  currents  of  trade  will  be 
equalized  between  the  two  cities  ?  A.  When  the  question  arises 
we  will  meet  it  the  best  we  know  how. 

Q.  You  do  not  intend  to  anticipate  it  ?  A.  We  get  three 
hundred  miles  of  haul  for  that  business  over  our  road ;  we  leave 
that  entirely  with  the  eastern  connection. 

Q.  You  get  a  pro  rata  for  the  haul  over  your  road  ?  A.  Yes, 
sir. 

Q.  And  the  benefit  you  derive  from  that,  you  leave  to  the 
Boston  parties?     A.  We  leave  it  to  the  terminal  road. 

Q.  You  could  determine  it  if  you  wanted  to  ?  A.  We  could, 
but  we  have  got  enough  else, to  do. 
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Q.  You  could  determine  it  ?     A.  No,  I  think  not. 
Q.  Why  not?     A.  Because  we  would  leave  it  with  the  ter- 
minal line. 

Q.  Are  not  you  really  the  line  to  determine  what  the  rates 
to  Boston  should  be  ?  A.  We  could,  I  suppose,  but  we  never 
have,  except  occasionally  ;  when  the  Boston  rate  gets  lower 
than  New  York  rates  then  we  have  to  stop  that. 

Q.  Now,  you  say  there  is  a  permanent  difference  of  three 
and  two  cents  a  hundred  against  Philadelphia  and  Baltimore, 
compared  with  New  York,  on  ocean  freights  ;  suppose  that 
difference  should  increase  in  favor  of  New  York,  as  compared 
with  Baltimore  and  Philadelphia,  would  your  rates  continue 
to  level  down  New  York  to  Philadelphia  and  Baltimore  if  the 
ocean  freight  differences  should  increase,  would  jour  road 
continue  a  practice  of  levelling  down  New  York  to  the  level  of 
Philadelphia  and  Baltimore  ?  A.  I  would  see  what  effect  it 
would  have  upon  it. 

Q.  Suppose  the  experiments  or  rather  the  work  now  in  pro- 
gress in  New  York  harbor  of  blowing  up  the  rocks  in  Hell 
Gate  should  succeed  so  thoroughly  that  a  difference  of  six 
cents  a  hundred  would  exist  in  favor  of  New  York,  as  against 
Philadelphia  or  Baltimore  on  ocean  freights,  would  you  re- 
adjust your  rates  so  as  to  make  your  rates  against  New  York 
six  cents  a  hundred  instead  of  two  and  three?  A.  I  don't 
know;  I  can't  tell. 

Q.  Did  you  understand  my  question  ?  A.  Yes,  sir ;  when 
the  question  arose  ;  they  would  raise  those  points  ;  we  should 
not  raise  them. 

Q.  The  same  influence  which  induces  you  to  acquiesce  in 
the  position  of  equalization  of  those  cities  would  still  be  at 
work  to  induce  you  still  further  to  equalize  the  position  of 
those  cities?  A.  I  don't  know  that ;  they  have  been  as  high 
as  eight  or  ten  cents  and  we  have  got  them  down  to  two. 

Q.  Suppose  that  the  ocean  freights,  by  reason  of  a  natural 
obstruction  to  Philadelphia  or  Baltimore  harbors,  or  in- 
creased facilities  to  New  York's  harbor,  should  increase  in  favor 
of  New  York  six  or  eight  cents  a  hundred,  would  you  increase 
your  rates  to  New  York,  compared  with  Philadelphia  and 
Baltimore,  six  or  eight  cents  a  hundred,  so  as  to  equalize  the 
Cities  of  Philadelphia,  Baltimore  and  New  York  and  put  them 
upon  one  level  ?     A.  I  dou't  think  we  would. 

Q.  Why  not  ?    A.  I  can't  tell  until  that  question  comes  up. 
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Q.  If  the  principle  is  true,  as  to  two  or  three  cents  a  hun- 
dred, why  shouldn't  it  be  true  as  to  six  or  eight  cents  a  hun- 
dred ;  if  our  natural  advantages  are  to  be  wiped  out  and  we 
are  to  be  placed  upon  an  equality  with  Philadelphia  and  Balti- 
more by  your  action  as  to  two  or  three  cents  a  hundred,  why 
not  as  to  six  or  eight?  A.  Why  should  we  draw  the  goods  two 
or  three  hundred  miles  further  than  anybody  else,  at  the  same 
price,  if  there  is  no  competition  to  make  us  do  it  ? 

Q.  In  this  letter,  you  state  that  the  reason  of  your  action 
was  to  put  the  cities  upon  terms  of  equality,  because  other 
roads  insisted  upon  it  and  they  would  not  submit  to  anything 
else  ?     A.  That  is  so. 

Q.  Wouldn't  other  roads  insist  upon  the  same  line  of  policy 
and  refuse  t>  submit  to  anything  else  if  the  differences  was 
still  greater  than  you  claim  them  to  be?  A.  No,  sir  ;  because 
they  would  not  have  equal  advantages  ;  now  they  have. 

Q.  Naturally,  our  advantages  are  greater  than  those  of  Phil- 
adelphia and  Baltimore  ?     A.  Why  ? 

Q.  Because  you  say  in  your  letter  that  to  give  equal  rates 
to  New  York  to  disregard  the  excess  of  cost  of  transporta- 
tion from  Philadelphia  and  Baltimore  to  and  from  foreign 
ports,  would  give  to  the  New  York  merchant  such  advantages 
as  would  destroy  the  commerce  of  those  cities  ?     A.  Yes,  sir. 

Q.  The  commerce  of  those  cities  would  be  still  more  effec- 
tually destroyed  if  the  difference  was  still  greater?  A.  That 
is  the  argument  that  those  people  use  to  us. 

Q.  That  is  the  argument  you  use  to  the  Chamber  of  Com- 
merce?    A.  I  used  that  argument  as  their  side  of  the  house. 

Q.  Is  there  any  side  of  the  house  that  you  did  not  present 
to  the  Chamber  of  Commerce  ?  A.  Suppose  you  lived  in  Bal- 
timore or  Philadelphia,  would  not  you  say  the  same  thing? 

Q.  Of  course ;  but  I  am  speaking  to  the  President  of  the 
New  York  road  ?  A.  You  must  remember  the  State  of  Penn- 
sylvania and  the  City  of  Philadelphia  and  the  State  of  Mary- 
land and  the  City  of  Baltimore  are  very  much  interested  in 
those  roads,  and  they  are  going  to  work  those  roads  in  the 
interest  of  those  States  and  cities  as  far  as  they  can ;  they 
are  in  competition  with  us  ;  we  are  not  going  to  fight  all  the 
States  in  the  Union  quite ;  we  are  going  to  do  the  best  we 
can  with  our  railroad  property,  to  take  care  of  and  protect 
ourselves  and  the  people  here  all  we  can. 
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Q.  Protect  yourselves  first  ?  A.  Certainly;  everybody  does 
that,  and  we  claim  that  the  New  York' Central  aDd  Erie  roads 
have  done  all  and  more  than  the  State  of  New  York  has  a 
right  to  demand  to  protect  the  City  of  New  York,  and  I  say 
there  is  something  left  for  the  city  to  do. 

Q.  Don't  you  know  that  the  Commerce  of  those  cities  par- 
ticularly the  commerce  of  Philadelphia  was  by  the  operation 
of  the  Erie  Canal  gradually  dried  up,  and  to  a  very  large  de- 
gree removed  from  Philadelphia  from  1820  to  1850,  and  that 
New  York  City  became  the  principal  commercial  city  of  the 
seaboard,  as  compared  with  those  cities  ?  A.  Very  well ;  that 
is  all  right  ? 

Q.  And  that  Philadelphia  was  prior  to  the  building  of  the 
Erie  Canal  more  than  the  rival  of  New  York,  but  led  New 
York  ?  A.  Philadelphia  had  not  the  Pennsylvania  road  then 
as  she  has  now. 

Q.  And  New  York  had  not  the  New  York  Central  &  Hudson 
River  road. 

Mr.  Depew — She  had  the  west,  and  the  only  outlet  for  the 
west. 

The  Witness — The  railroads  have  taken  the  business  of  the 
canal,  to  a  great  extent,  and  New  York  State  and  New  York 
City  is  doing  the  very  worst  thing  they  can  possibly  do,  in 
undertaking  to  cripple  the  New  York  Central  Railroad,  be- 
cause that  will  ruin  the  canal ;  it  is  for  our  interest  to  keep 
the  canal  going,  and  keep  it  here,  and  to  bring  all  the  freight 
we  can  to  Buffalo;  then  we  have  a  chance  with  the  canal; 
but  when  you  ruin  the  New  York  Central  you  ruin  every  in- 
stitution in  the  City,  and  you  ruin  the  Erie  canal,  and  every 
other  means  of  transportation  yon  have  got. 

Q.  There  is  no  intent  to  ruin  the  New  York  Central  Rail- 
road or  affect  it  injuriously  ;  you  say,  in  your  letter,  the 
primary  object  the  State  had  in  view  in  chartering  the  great 
corporation  of  which  you  are  the  head,  was  to  serve  its  own 
ends  and  not  the  profit  of  its  stockholders?  A.  No,  it  does 
not  have  any  such  purpose  at  all ;  the  State  of  New  York 
did  not  grant  that  charter  to  induce  people  to  go  and  put  their 
money  there  and  to  build  it,  and  after  they  had  done  it,  go 
to  work  and  ruin  it. 

Q/ In  the  document  known  as  the  joint  letter A.  The 

railroads  of  the  State  of  New  York  and  the  Erie  and  the  New 
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York  Central  both,  and  till  the  other  railroads — the  State 
didn't  give  them  their  charters  for  mere  amusement,  to  induce 
people  to  put  their  moneys  in  them  and  then  go  to  work  and 
destroy  them;  they  gave  them  these  charters,  as  I  suppose, 
to  enable  them  to  protect  the  State  and  to  protect  themselves, 
to  earn  money  and  to  protect  the  State  against  all  rival  con- 
cerns from  other  States,  and  bring  the  products  of  the  country 
through  this  State  in  competition  with  the  others  ;  now,  if  the 
New  York  roads  do  not  meet  competition  in  every  respect 
with  all  other  roads  through  other  States,  then  it  is  right  for 
the  Legislature  to  make  them. 

Q.  You  say,  over  your  signature,  "  The  railway  corporation 
is  organized  primarily,  for  the  benefit  of  the  people  of  the 
State  and  the  pecuniary  consideration  is  secondary,  but 
necessary,  to  induce  the  citizens  of  the  State  to  assume  the 
performance  of  the  duty  of  the  State,"  do  you  mean  that  ?  A. 
Why,  of  course  I  do ;  there  is  no  question  about  that. 

Q.  And  therefore  the  State  organized  the  railway  system  of 
the  State  for  its  benefit  and  not  for  the  benefit  of  any  individual 
stockholder?     A.  No. 

Q.  You  admit  that  the  New  York  &  Erie  Canal  did  produce 
just  the  result  that  you  seem  to  deprecate,  which  you  seem  to 
be  anxious  to  avoid,  the  drying  up  of  commerce  of  rival  cities 
and  bringing  the  commerce  of  rival  cities  to  New  York  City, 
from  1820  to  1850,  don't  you  ?     A.  Yes,  sir. 

Q.  The  policy  of  the  State  of  New  York  was  then  one  in 
utter  disregard  of  Philadelphia  or  Baltimore,  or  any  tender 
mercy  for  their  commerce  or  prosperity  ;  that  was  the  policy 
of  the  State  ?     A.  I  suppose  so. 

Q.  And  that  was  the  result  ?     A.  Very  well. 

Mr.  Depbw — These  are  argumentative  questions  upon  a  false 
basis. 

The  Chairman — He  may  answer  the  question  with  any  ex- 
planation he  desires. 

Mr.  Depew — Then  I  will  ask  Mr.  Sterne  to  put  them  in  the 
form  of  a  question,  and  not  put  them  in  the  form  of  an  argu- 
ment. 

Adjourned  to  August  21st,  at  10  A.  M. 
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Saratoga  Springs,  N.  Y.,  August  21st,  1879. 
The  Committee  met  pursuant  to  adjournment,  at  10  A.  M. 

Present :  All  the  members  of  the  Committee  except  Mr. 
Grady. 

William  H.  VanderbiH  recalled  ;  examination  resumed: 

By  Mr.  Sterne  : 

Q.  Mr.  Vanderbilt,  Mr.  Depew  stated,  in  relation  to  the 
Harlem  Railroad,  as  follows  (p.  450) :  "  I  will  state  that  the 
whole  earnings  of  the  Harlem  road  for  50  miles  out  don't  pay 
the  expense  of  keeping  up  the  stations." 

Mr.  Depew — I  will  make  an  explanation  in  regard  to  that. 

Mr.  Sterne — I  put  the  question  to  Mr.  Butter  ;  I  think  it 
was  :  "  You  never  entered  into  a  computation  in  your  office,  as 
Traffic  Manager  of  passengers,  as  to  what  a  local  train,  say  from 
Poughkeepsie  to  New  York,  earns?  A.  I  have  not."  The 
question  previous  to  that  was  :  "  You  know  what  a  passenger 
train  earns,  don't  you — a  local  passenger  train  on  the  Harlem 
Railroad  ?  A.  No,  sir ;  I  do  not."  Then  Mr.  Depew  said  : 
"  I  will  state  that  the  whole  earnings  of  the  Harlem  road  for 
50  miles  out  don't  pay  the  expense  of  keeping  up  the  sta- 
tions." 

Mr.  Depew — In  the  official  report,  all  the  discussions  are 
left  out,  except  as  they  are  condensed  into  statements  that 
seem  to  bear  upon  the  testimony.  The  question  under  discus- 
sion at  that  time  was  in  reference  to  how  passenger  trains 
paid.  Mr.  Sterne  was  apparently  seeking  to  establish  the  fact 
that  all  passenger  trains  on  all  roads  paid  alike,  and  I  was 
combatting  him  ;  and  therefore,  that  the  rate  on  the  Harlem 
road  for  passengers  ought  to  be  as  low  as  it  was  on  the  New 
York  Central,  because  it  would  pay  equally  well ;  and  then  I 
made,  or  intended  to  make,  a  statement,  which  is  absolutely 
true,  that  above  fifty  miles  from  New  York,  passenger  traffic 
does  not  pay  the  expense  of  the  stations.  Above  fifty  miles  ; 
below  fifty  miles  is  the  best  part  of  the  Harlem  traffic  ;  I  would 
not  be  such  a  fool  as  to  say  that ;  that  is  to  say,  the  commuta- 
tions and  everything. 

The  Chairman  —  Proceed  with  the  examination,  Mr.  Sterne. 
18 
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Mr.  Sterne — If  that  statement  goes  on  the  record  of  course 
it  requires  no  explanation  by  Mr.  Vanderbilt. 

Q.  Do  you  remember  a  letter  that  you  wrote  to  Chicago, 
June,  1878,  for  publication  ?     A.  No  ;  I  don't  recollect  it  now. 

Q.  Will  you  cast  your  eye  over  this,  please,  and  tell  me 
whether  that  is  or  is  not  substantially  a  copy  of  that  letter 
(handing  witness  a  newspaper  slip)  V  A.  I  suppose  it  is,  with- 
out reading  it. 

Q.  In  that  letter  you  say  that  "  rates  should  be  fixed  and 
permanent,"  and  "  that  all  customers  should  be  treated  alike;" 
is  that  your  opinion  now  ?     A.  Yes. 

Q.  How  long  has  that  been  your  opinion  ?     A.  Always. 

Q.  Ever  since  you  have  been  a  railway  manager  ?     A.  Yes. 

Q.  You  also  state  in  this  letter  that  bankrupt  lines  tend  to 
drag  others  down  ;  will  you  explain  to  the  Committee  what 
you  mean  by  that?  A.  I  mean  that  a  bankrupt  road  has  no 
object — has  no  interest  to  pay,  and  their  expenses  are  very 
much  less  than  a  road  that  is  paying  its  regular  interest  and 
dividends ;  consequnently  they  work  for  just  what  they  can 
get. 

Q.  They  "  run  wild,"  to  use  Mr.  Depew's  phrase,  that  he 
taught  me  some  few  years  ago ;  they  run  for  operating  expenses 
only?     A.  They  may  do  so. 

Q.  And  that  is  the  reason  possibly,  isn't  it,  why  the  Grand 
Trunk  line  can  compete  so  successfully  with  the  solvent  cor- 
porations that  run  out  of  Boston,  westward  ?  A.  It  does  not 
compete  successfully. 

Q  Don't  they  make  rates  lower,  and  haven't  they  made  rates 
lower  than  the  New  York  Central  and  Boston  &  Albany  roads? 
A.  They  have,  but  they  don't  pay ;  they  don't  do  it  success- 
fully, therefore. 

Q.  I  mean  they  succeed  in  carrying  goods  at  lower  rates;  I 
speak  of  competing  successfully  in  the  sense  of  getting  traffic 
and  carrying  at  lower  rates  to  western  points  than  the  sol- 
vent roads?     A.  Yes. 

Q.  In  that  sense  I  am  right  ?     A.  Yes. 

Q.  And  that  you  attribute  to  the  fact  that  they  are  insol- 
vent? A.  I  attribute  it  to  that  fact ;  that  they  have  nothing  to 
meet,  no  interest  to  pay,  no  dividends. 

Q.  And  that  therefore  they  are  practically  in  the  same  po- 
sition as  though  the  State  had  built  the  road  and  had  given  it 
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to  them  to  operate  for  nothing  on  the  condition  of  paying 
operating  expenses ;  is  not  that  it?  A.  That  is  your  version 
of  it ;  it  may  be  so  ;  I  can't  tell  their  object. 

Q.  But  are  they  not  practically  placed  in  the  position  as 
though  the  road  had  cost  nothing  to  build,  and  they  had  it 
surrendered  to  them  at  a  nominal  rent  on  condition  of  paying 
the  operating  expenses  ?     A.  Very  well. 

Q.  Is  that  about  it  ?     A.  That  is  your  idea  of  it. 

Q.  Is  it  yours  ?  A.  Well,  I  don't  know ;  I  haven't  any  bank- 
rupt road,  and  therefore  I  can't  tell  what  my  idea  would  be 
undei\those  circumstances. 

Q.  You  certainly  had  a  pretty  definite  idea  upon  that  subject 
when  you  wrote  this  letter  for  publication?  A.  That  is  only  a 
matter  of  opinion  ;  I  am  under  oath  now  and  I  can't  tell. 

Q.  But  you  are  an  expert,  Mr.  Vanderbilt,  and  probably  the 
most  skillful  one  we  have,  therefore  your  opinions  are  matters 
of  evidence  ? 

A.  I  am  not  an  expert  in  that  business,  because  I  never  had 
a  bankrupt  road. 

Q.  Oh,  yes,  you  were  Receiver,  even,  of  a  bankrupt  road, 
wasn't  you?  A.  Well,  that  was  a  little  concern  on  Staten 
Island. 

Q.  You  have  so  stated  to  the  Committee  that  for  two  years 
you  were  Receiver  of  a  bankrupt  road  ?  A.  I  hadn't  any  ex- 
perience at  that  time  ;  I  don't  think  my  opinion  is  worth  much 
on  that ;  that  is  only  an  off-hand  opinion  that  I  gave  the  same 
as  you  would. 

Q.  Was  that  then  your  opinion  when  you  wrote  it?  A.  Yes, 
sir. 

Q.  The  opinion  that  is  expressed  in  that  letter  ?  A.  Yes, 
sir. 

Q.  Then  there  is  a  difference,  is  there  not,  between  the  com- 
petition between  railroad  lines  and  other  businesses,  in  as 
much  as  you  do  not  drive  your  competitor,  when  you  have  put 
him  into  bankruptcy,  out  of  the  business  ?  A.  There  is  a 
difference  ? 

Q.  Isn't  there  ?     A.     Well,  I  don't  know. 

Q.  For  instance,  in  ordinary  business  when  you  succeed  in 
ruining  your  adversary  by  competition  you  drive  that  ruined 
person  out  of  the  business  and  he  ceases  to  compete  ;  that  is 
not  true  of  railroad  corporations  ?     A.  No,  sir. 
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Q.  They  continue,  bankrupt  or  not  bankrupt,  to  run  as 
they  did  before,  with  the  difference  that  you  mention  in  this 
letter,  that  they  carry  freight  cheaper  ?  A.  They  may  or  may 
not  do  so. 

Q.  They  are  a  move  formidable  adversary  ?  A.  What  they 
were  doing — they  were  trying  to  compete  with  us  on  200  miles 
greater  distance — the  same  as  you  would  have  us  do  with  the 
Baltimore  &  Ohio. 

Q.  They  haven't  anything  like  your  local  traffic,  have  they? 
A.  I  don't  know  what  their  local  traffic  is. 

Q.  Don't  you  know  that  the  Grand  Trunk  line  runs  through 
a  wilderness  while  you  run  through 'a  garden?  A.  They  run 
through  a  garden  in  some  places  where  we  run  through  a 
wilderness. 

Q.  In  the  main  ?  A.  I  don't  suppose  their  local  business  is 
as  large  as  ours. 

Q.  And  th.eir  grades  are  very  much  heavier  than  yours  ?  A. 
They  run  through  several  very  important  cities. 

Q.  Their  grades  are  very  much  heavier  than  yours,  aren't 
they  ?     A.  I  believe  so. 

Q.  And  their  credit  is  not  as  high ;  the  economies  of  their 
management  are  not  as  great  as  yours?  A.  I  cannot  state 
about  that. 

Q.  It  is  managed  mainly  abroad — managed  at  a  considerable 
distance  ?     A.  No  ;  I  think  not ;  I  think  it  is  managed  here. 

Q.  The  stockholding  interest  is  abroad?     A.  That  may  be. 

Q.  And  that  makes  some  difference,  don't  it  ?  A.  I  don't 
know  as  it  does. 

Q.  Then  ihere  is  a  difference,  isn't  there,  according  to  your 
opinion  as  a  business  man,  a  considerable  difference  between 
railway  enterprises  and  other  enterprises ;  that  is,  that  it  is 
dangerous  to  make  your  competitor  bankrupt?  A.  I  don't 
know  as  it  is  dangerous. 

Q.  Well,  isn't  it,  Mr.  Vanderbilt  ?  A.  If  you  have  only  got 
one  competitor  that  might  be;  but  if  you  had  half  a  dozen, 
some  of  them  bankrupt  and  others  not,  I  don't  know  as  it 
makes  any  difference. 

Q.  If  it  is  true  that  the  Grand  Trunk  line  is  enabled  to 
compete  in  the  carriage  of  goods  with  your  road  because  it  is 
relieved  of  the  responsibility  of  paying  interest  upon'  bonds  or 
dividends  upon  stock,  then   it  is  your   opinion,  as  a  railway 


1259 

man,  that  you  have  nothing  to  gain  by  carrying  on  any  com- 
petition to  the  point  of  bankrupting  your  rival  road  ?  A.  In 
making  rates  we  don't  consider  that  at  all. 

Q.  You  don't  answer  my  question  ;  I  don't  know  whether  I 
make  myself  clear  to  you,  but  it  is  quite  clear  to  me  that  you 
do  not  answer  my  question  ;  you  have  had  the  experience  of 
the  Grand  Trunk  line,  haven't  you,  as  a  rival  to  your  road,  as 
to  the  Boston  traffic?  A.  Yes,  sir  ;  they  have  run  in  opposi- 
tion to  us. 

Q.  And  you  find  in  your  experience  as  a  railway  manager, 
that  the  bankruptcy  or  insolvency  of  the  Grand  Trunk  line 
has  not  inured  to  your  benefit  iu  the  sense  of  disabling  them 
from  carrying  goods  in  competition  with  you ;  but  on  the  con- 
trary, as  you  have  stated  in  this  letter,  an  insolvent  road  is  en- 
abled to  carry  on  the  business  of  competition  rather  better 
than  a  solvent  one,  because  they  are  lelieved  of  the  liabilities 
of  the  solvent  road  ?  A.  I  cannot  state  iu  regard  to  the  Grand 
Trunk,  because  they  have  been  in  that  condition  ever  since  I 
have  had  anything  to  do  with  them. 

Q.  Then  you  don't  think  you  would  be  benefited  by  the  in- 
solvency of  the  Erie  Eoad  ?  A.  I  don't  think  I  would  be 
benefited  ? 

Q.  Yes,  as  to  the  carriage  of  goods  in  competition  with 
them  from  New  York  to  Chicago  ?  A.  No,  I  don't  think  it 
would  make  any  difference  with  the  Erie  Poad  whether  it  was 
solvent  or  insolvent,  they  would  do  business  at  the  same  rate 
that  their  competitor  would  ;  the  public  would  demand  it. 

Q.  You  mean  by  that  remark,  that  particular  competi- 
tion   "?     A.  Well,  any  way. 

Q.  The  public  don't  demand  that  they  should  do  it  as  high 
as  their  competitor  ;  the  public  demand  that  they  should  not 
do  it  any  higher  ?  A.  Well,  they  would  carry  their  business 
at  the  same  prices  that  their  competitors  Avould. 

Q.  Would  you  be  benefited  or  injured,  for  instance,  if  the 
Pennsylvania  road  were  to  become  insolvent ;  I  mean  quite 
independent  of  any  investment  that  you  may  have  in  that 
quarter ;  I  am  speaking  simply  to  you  as  the  railway  President 
of  our  great  trunk  line  through  the  State  of  New  York  ?  A.  I 
think  it  is  our  interest  to  have  it  solvent. 

Q.  That  is  equally  true  of  the  Baltimore  &  Ohio  ?  A.  I 
think  so. 
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i  Q.  Was  that  always  your  opinion  ?  A.  That  is  an  opinion 
not  based  upon  any  business  transaction ;  a  mere  matter  of 
common  sense  ;  you  will  find  every  man  has  got  that  opinion, 
regardless  of  any  traffic  or  any  business  that  we  do. 

Q.  For  the  purpose  of  illustrating  my  meaning  to  you,  do 
you  think,  for  instance,  that  it  was  the  interest  of  the  late  A.  T. 
Stewart  to  have  H.  B.  Claflin  &  Co.  solvent  ?  A.  I  don't  know ; 
Mr.  Stewart  could  tell  you  better  than  I  could  ;  I  en  n't  tell 
you  anything  about  it. 

Q.  Is  it  not  for  the  interest,  for  instance,  of  a  merchant  en  • 
gaged  in  any  private  enterprise,  to  carry  the  business  of  com- 
petition to  the  point  of  driving  his  principal  competitor  out 
of  business  ?  A.  Well,  no ;  take  Stewart  and  Claflin ;  I 
should  think  it  would  be  to  his  interest  to  keep  Mr.  Claflin  in 
the  business. 

Q.  To  keep  him  there  ?     A.  Certainly. 

Q.  Why  ?  A.  To  draw  more  customers  here ;  some  other 
man  equal  to  Mr.  Claflin  would  start  up  in  Philadelphia  or 
Baltimore,  and  then  he  would  have  to  compete  with,  him  there. 
Q.  Would  it  be  to  the  interest  of  Mr.  Stewart,  if  he  had  a 
special  line  of  goods,  or  a  manufacturer  who  is  manufacturing 
a  special  line  of  goods,  to  maintain  and  sustain  his  rival  as  to 
that  particular  line  of  goods  ?  A.  I  can't  tell ;  I  suppose  it  is 
with  a  merchant  just  the  same  as  it  is  with  a  railroad  or  indi- 
viduals ;  we  take  particular  lines  of  goods  for  people,  and  often 
do  it  less  than  cost  to  get  the  rest  of  his  trade  ;  all  railroads 
carry,  I  suppose,  some  of  their  business  for  less  than  cost. 

Q.  That  is  not  responsive  to  my  question.     A.  You  asked 
about  a  particular  line  of  goods  ? 

Q.  No ;  I  don't  know  whether  there  is  such  a  distinction  as 
I  have  in  my  mind,  in  fact,  between  railways  and  other  enter- 
prises ;  I  am  asking  you  whether  there  is  any  such  distinction, 
in  your  mind ;  you  have  had  considerable  experience  outside 
of  railway  matters,  as  a  business  man  and  as  a  man  of  the 
world  ;  now,  don't  you  know  that  in  the  competition  between 
manufacturers  of  special  lines  of  goods  or  special  pieces  of 
machinery,  that  each  manufacturer  tries  as  hard  as  he  can  to 
drive  the  other  one  out- of  the  business?  A.  I  don't  know  that; 
I  know  he  tries  to  get  it  himself ;  I  don't  know  whether  he 
tries  to  drive  out  the  other  man. 
Q.  And  getting  it  himself,  would,  of  course,  drive  the  other 
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one  out,  wouldn't  it ;  if  he  were  thoroughly  successful  in  get- 
ting the  whole  business  there  would  be  no  business  for  the 
other  one  to  do  ?  A.  That  is  a  mere  question  of  which  will  do 
it  the  cheapest. 

Mr.  Buubill — Why  don't  you  come  down  to  something 
practical,  and  not  discuss  political  economy  ? 

Mr.  Sterne — This  is  a  question  of  political  economy. 

Mr.  Bubeill — Can't  you  discuss  that  with  Mr.  Vanderbilt 
outside  ? 

Mr.  Sterne — No ;  I  want  it  right  here ;  I  think  the  Com- 
mit te  want  it. 

Mr.  Buerill — It  may  be. 

Mr.  Sterne — The  point  is  quite  clear,  I  have  no  doubt  to  the 
Committee,  that  of  a  distinction  between  railway  enterprises, 
and  the  other  enterprises  which  makes  a  special  treatment  of 
the  railway  question  necessary. 

Q.  Now,  do  you  believe  that  uniformity  of  rates  is  a  useful 
thing?     A.  Oh,  yes. 

Q.  And  the  maintenance  of  rates  a  useful  thing?     A.  Yes. 

Q.  And  you  believe  it  useful  to  the  railway  as  well  as  to  the 
public  ?     A.  Useful  to  the  whole  community. 

Q.  Do  you  believe  publishing  your  rates  is  a  useful  thing, 
so  that  the  world  may  know  what  they  are  ?  A.  Yes  ;  under 
that  system,  providing  they  can  all  be  equal  ;  if  you  can  get 
to  the  point  where  you  have  not  got  to  change  them  every 
day,  I  believe  in  publishing  them. 

Q.  Why  couldn't  you  publish  them  even  if  you  have  to 
change  them  every  day?  A.  We  might  have  to  publish  them 
a  dozen  times  a  day. 

Q.  What  harm  would  there  be  in  that  ?  A.  We  don't  keep 
printing  presses  ;  that  is  not  our  line  of  business  ;  we  woidd 
have  to  hire  a  printing  press  ;  that  belongs  to  other  people  to 
do. 

Q.  There  are  printing  presses  engaged  by  the  newspapers 
which  would  be  very  glad  to  publish  that  information  ?  A. 
We  don't  publish  newspapers,  we  run  a  railroad. 

Q.  But  if  you  gave  the  iuformation  to  the  papers,  wouldn't 
they  publish  it?  A.  By  the  time  they  got  that  published  the 
rate  would  be  changed  again,  and  it  would  not  amount  to  any- 
thing. 

Q.  Is  not  that  a  very  exceptional  case  ?  A.  No  ;  an  every 
day  occurance. 
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Q.  Every  day  ?     A.  Yes. 

Q.  Every  day  your  rate  is  changed  ?  A.  Every  day,  at  cer- 
tain times  of  the  year  ;  yes. 

Q.  Do  you  really  mean  that  ?     A.   Yes,  sir ;  I  mean  that. 

Q.  That  this  Committee  is  to  understand  that  during  cer- 
tain times  of  the  year,  every  day  the  rate  changes  ?  A.  You 
know  what  I  mean  by  that ;  I  don't  mean  they  actually  change 
every  day,  but  they  may  change  one  day  three  or  four  times  a 
day,  and  they  may  not  change  again  in  three  days  ;  they  change 
frequently  before  a  telegram  would  go  from  Chicago  to  New 
York,  or  from  New  York  to  Chicago. 

Q.  "What  determines  that  change  ?     A.  Competing  roads: 

Q.  Is  there  any  understanding  between  them  that  deter- 
mines it  ?     A.  No. 

Q.  Mere  information  brought  to  your  office  that  a  cut  rate 
is  offered  by  another  road  lower  than  yours  determines  you  to 
cut  the  rate  again  ;  is  that  it?     A.  No. 

Q.  Then,  what  determines  the  change  ?  A.  The  general 
Traffic  Managers,  who  have  charge  of  that  business,  can  tell  you 
better  than  I  can. 

Q.  But  you  know  sufficiently  about  it  to  know  that  The  rates 
change  three  or  four  times  in  a  day  ?  A.  Yes  ;  they  are  very 
variable. 

Q.  Are  not  you  consulted  as  to  the  change  of  the  rate  ?  A. 
No  ;  I  do  just  what  the  other  folks  do. 

Q.  How  do  you  know  what  the  other  folks  do  ?  A.  They 
have  their  means  of  knowledge,  and  they  can  tell  you  ;  I  can- 
not. 

Q.  "What  determines  your  conduct  hi  the  premises  as  to  the 
change  of  the  rate  from  Chicago  to  New  York,  say?  A.  Our 
general  Traffic  Manager  is  Mr.  Butter  ;  he  is  in  correspondence 
with  those  people  by  telegraph  all  the  time,  and  when  he  gets 
information  that  satisfies  him  that  the  rate  has  been  changed 
by  other  parties,  he  changes  it  immediately,  and  I  suppose  it 
is  so  with  all  other  roads. 

Q.  And  that  happens  sometimes  three  times  a  day  ?  A. 
Probably. 

Q.  Do  you  remember  any  case  when  that  happened,  during 
a  week,  three  times  a  day  each  day  of  that  week  ?  A.  I  don't 
know  as  I  do. 

Q.  Then,  if  it  happens  once  a  week,  say,  isn't  it  very  easy 
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to  publish  the  existing  rate  to  all  the  world  ?     A.  No,  I  don't 
think  so. 

Q.  What  difficulty  would  you  meet  with  in  publishing  it  ? 
A.  You  could  not  get  it  printed  and  get  it  out  to  all  the  dif- 
ferent points  in  a  week. 

Q.  For  instance,  take  the  leading  rate,  the  rate  from  Chicago, 
you  could  publish  it  there,  couldn't  you  ?  A.  Well,  you  have 
got  to  get  it  from  there  to  Portland,  and  all  over  creation. 

Q.  Do  the  rates  from  Syracuse  to  Utica  change  in  the 
same  way  three  times  a  day  ?  A.  They  change  very  fre- 
quently. 

Q.  How  frequently  ?  A.  About  as  frequently  as  a  man 
comes  into  the  office  to  ask  for  it. 

Q.  And  that  is  the  uniformity  that  you  are  in  favor  of?  A. 
No  ;  I  am  opposed  to  it ;  I  can't  help  it ;  when  Mr.  Butter  was 
hired  on  our  road  we  took  him  from  the  Erie  Company ;  we 
had  constant  complaints  in  Albany  all  the  time  of  the  rates  ; 
there  were  hundreds  of  people  there  every  winter  about  a,  pro 
rata  bill ;  we  never  had  a  complaint  under  Mr.  Eutter ;  he  was 
put  there  and  told  :  "  Now  you  do  that  business,  and  you  do 
it  to  the  satisfaction  of  all  the  people  throughout  the  State  ;" 
and  he  has  done  it,  and  we  have  not  had  a  man  in  Albany 
complaining  of  it  since. 

Q.  How  do  you  know  he  has  done  it  to  the  satisfaction  of 
all  ?  A.  Now  and  then,  with  the  magnitude  of  business  that 
we  do,  there  may  be  a  complaint. 

Q.  Tou  are  determined  in  your  judgment  of  that  matter, 
entirely  by  the  fact  whether  you  hear  a  complaint  or  do  not 
hear  it  ?  A.  I  am  very  apt  to  hear  it ;  I  get  a  great  many  let- 
ters on  the  subject ;  I  hand  them  over  to  Mr.  Eutter  and  he 
has  a  man  to  see  the  party  at  once. 

Q.  So  when  any  individual  complains  he  is  placated  ?  A. 
He  is  what  ? 

Q.  He  is  placated ;  he  is  made  all  right.  A.  I  don't  know 
about  that ;  Mr.  Eutter  looks  into  it,  and  he  makes  it  satisfac- 
tory someway. 

Q.  And  the  poor  devil  that  don't  complain,  no  attention  is 
paid  to  him  ?  A.  Well,  I  think  that  is  generally  understood 
through  the  State. 

Q.  I  am  asking  you  ?    A.  I  don't  know  what  his  system  is. 
19 
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Q.  And  that  is  the  system  on  your  road  ?  A.  He  does  his 
business  satisfactory  to  us. 

Q.  Of  course,  I  have  not  any  doubt  about  that ;  you  would 
not  have  him  in  your  employ  if  he  did  not ;  but  the  system  is, 
if  any  man  makes  a  complaint  the  letter  is  given  to  Mr.  Rutter 
and  that  man  has  to  be  seen  ?  A.  I  take  it  for  granted  that 
that  is  so  ;  Mr.  Rutter  I  suppose  could  tell  you  all  about  it. 

Q.  We  have  had  all  the  information  from  Mr.  Rutter  upon 
that  point,  also  from  Mr.  Goodman  ;  and  the  man  who  does  not  ■ 
complain  is  not  seen  ?  A.  He  has  got  the  published  rate  ;  if  a 
man  has  got  a  barrel  of  flour  to  send,  he  probably  won't  com- 
plain, and  don't  say  much  about  it ;  he  takes  the  published 
rate  end  sends  it. 

Q.  And  your  published  rate  differs  very  largely  from  these 
special  rates  ?  A.  I  don't  say  largely  ;  it  differs,  I  have  no 
doubt. 

Q.  And  each  special  rate  differs  from  the  other  special  rate  ? 
A.  Every  line  of  business  has  a  certain  competition  to  meet — 

Q.  You  are  not  answering  my  question ;  the  special  rates 
differ  from  each  other,  and  they  differ  from  the  general  rate  ? 
A.  The  special  rates  differ  from  each  other  ? 

Q.  Yes.     A.  I  don't  know  that. 

Q.  Do  you  remember  your  joint  letter  to  this  Committee  ? 
A.  I  have  not  seen  it  since. 

Q.  You,  of  course,  read  it  before  you  signed  it  ?  A.  I  did, 
sir. 

Q.  Let  me  draw  your  attention  to  this  statement  on  page  50 ; 
I  want  to   state  for  the   information   of  Mr.  Vanderbilt,  the 
Chamber   of    Commerce   Committee  complained  of  the   ex-  ' 
istence  of  special  rates,  and  cited  Mr.  Crouse's  rate  to  Syra- 
cuse, as  an  instance,  of  ten  cents  a  hundred. 

The  Witness — To  which  that  letter  replied. 

Mr.  Sterne— To  which  this  letter  replied ;  and  this  letter 
says:  "The  Committee  base  this  specification  on  a  charge 
"  against  the  New  York  Central  Railroad  in  imposing  different 
"  rates  for  the  same  classes  of  freight  on  different  citizens  of 
"  the  City  of  Syracuse ;  but  they  take  good  care  to  protect 
"  themselves  with  this  expression — '  they  are  so  informed ;'  that 
"  is,  the  Committee  have  been  informed  that  on  a  road  of  some 
"  1,000  miles  in  length  there  has  been  one  instance  to  confirm 
"  their  charge,  but,  unfortunately  for  the  Committee,  this  one 
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"  proof  to  their  charge  is  knocked  from  under  them  by  the 
"  distinct  denial  of  the  managers  of  that  road." 

Q.  Do  you  remember  that  statement  that  you  made?  A.  I 
suppose  so  ;  I  made  it ;  I  signed  that  paper. 

Q.  How  do  you  reconcile  that  statement  with  the  fact  that 
there  have  been  produced  before  this  Committee  the  books  of 
the  New  York  Central  llailroad,  showing  that  within  a  period 
of  about  eight  months  there  are  sis  thousand  cases  of  special 
rates  at  least  given  to  various  parties  throughout  the  State  of 
New  York,  differing  from  your  schedule  rate?  A.  I  will  tell 
you ;  I  took  that  communication  and  read  it  to  the  general 
manager  of  our  company,  Mr.  Rutter ;  I  asked  if  every  word* 
of  that  was  true  ;  and  he  told  me  yes,  it  was  true,' every  word 
of  it  in  that  communication  ;  and  I  signed  it. 

Q.  If  you  were  to  re-write  this  letter  now,  you  would  not 
sign  that  part  of  it,  would  you  ?  A.  I  don't  know  whether  I 
would  or  not ;  I  can't  tell. 

Q.  It  would  not  be  true  ?  A.  I  don't  know ;  you  say  there 
is  such  evidence  here  ;  I  would  want  to  see  the  evidence. 

Q.  Assuming  that  the  evidence  is  here  ? 

Mr.  Depew — That  is,  assuming  that  it  is  not  true. 

By  the  Chairman  : 

Q.  Don't  you  know,  Mr.  Vanderbilt,  that  you  have  got  a 
number  of  thousand  of  special  contracts  in  force  on  your 
road  ?     A.  Only  from  what  I  have  seen  hi  the  evidence. 

Q.  Don't  you  know  it  from  your  experience  in  connection 
with  the  road  ?  A.  No ;  I  know  there  are  a  good  many  special 
rates  given,  but  not  several  thousand. 

Q.  Yes,  even  to  several  thousand  ?  A.  I  know  that  has  been 
the  system. 

By  Mr.  Sterne  : 

Q.  If  you  knew  that  there  were  a  good  many  special  rates 
given  throughout  the  State  of  New  York,  how  did  you  come  to 
state  to  this  Committee,  over  your  signature,  that  it  was  not 
true  that  even  a  single  special  rate  had  been  given?  A.  I 
don't  think  I  said  that. 

Q.  You  state  that  the  Chamber  of  Commerce  Committee 
cited  a  single  special  instance,  and  that  single  special  instance 
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is  not  true?  A.  I  would  want  to  see  the  communication1 
from  the  Chamber  of  Commerce  to  which  that  is  a  reply  before 
I  could  say. 

Q.  I  will  give  it  to  you.  A.  I  want  to  see  both  of  them  be- 
fore I  can  tell. 

Q.  This  is  the  statement  (showing  the  book  to  witness).  A. 
(After  reading.)  Well,  what  about  this  ? 

Q.  Having  read  the  statement  contained  in  the  charges  of 
the  Chamber  of  Commerce  Committee,  and  your  answer  to  it  ? 
A.  That  clause,  yes. 

Q.  Are  you  now,  in  the  face  of  the  fact  that  this  Committee 
has  in  its  possession  the  evidence  of  six  thousand  local  special 
rates,  prepared  to  reply  to  this  Committee  in  the  same  strain 
that  you  have  in  your  letter  ?  A.  What  does  that  say  there — 
what  do  I  say  ? 

Q.  You  say  that  "the  Chamber  of  Commerce  Committee 
"  base  their  specification  upon  a  charge  against  the  New  York 
"  Central  Eailroad,  in  imposing  different  rates  for  the  same 
"  classes  of  freight  on  different  citizens  of  the  City  of  Syracuse ; 
"  but  they  take  good  care  to  protect  themselves  with  this  ex- 
"  pression :  '  They  are  so  informed ;'  that  is,  the  Committee 
"  have  been  informed  that  on  a  road  of  some  one  thousand 
"  miles  in  length  there  has  been  one  instance  to  confirm  their 
"  charge,  but  unfortunately  for  the  Committee  this  one  proof 
"  to  their  charge  is  knocked  from  under  them  by  the  distinct 
"  denial  of  the  managers  of  that  road."  And  the  charge  is,  to 
which  this  is  a  reply,  regarding  the  second  allegation,  "  That 
"  individual  citizens  in  this  State  are  given  special  privileges 
"  and  rates  out  of  proportion  to  those  charged  the  public  in 
"  general.  For  instance,  the  schedule  rate  from  New  York  to 
"  Syracuse  on  the  New  York  Central  Road  is  50  cents  per 
"  one  hundred  pounds  for  first  class,  40  for  second  class,  34 
"  for  third  class  and  23  for  fourth  class.  These  rates  the  great 
"  mass  of  the  people  have  to  pay,  but  a  few  favored  shippers 
"  at  Syracuse  are  given  rates,  we  are  informed,  as  low  as  10  or 
"  12  cents  per  one  hundred  pounds  on  all  classes,  as  compared 
"  with  50,  40,  34  and  23,  which  most  people  have  to  pay."  A. 
Well,  do  you  say  they  don't  ? 

Q.  Didn't  you  mean  this  Committee  to  infer  from  the  lan- 
guage that  you  used  in  this  letter  that  you  did  not  make  any 
such  special  rate  as  10  cents  or  12  cents  a  hundred  to  one 
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shipper  at  Syracuse  when  the  schedule  rate  was  50  cents  ?  A. 
I  meant  to  say  that  was  not  the  custom  of  the  road,  that  was 
not  the  way  of  doing  business. 

Mr.  Depew — This  letter  does  not  say  any  such  thing  ;  this 
letter  simply  denies  that  the  road  makes  rates  out.  of  propor- 
tion, all  circumstances  considered,  to  shippers  at  the  same 
place. 

Mr.  Sterne — It  does  not  say  anything  of  the  kind ;  that  is 
what  you  would  say  now  in  the  face  of  the  testimony  ;  I  have 
read  what  it  says  ;  now  it  is  not  the  fact  that  the  New  York 
Central  Railroad  does  not  discriminate  between  shippers  at 
the  same  point. 

The  Witness— According  to  the  evidence,  it  seems  not,  as 
you  say. 

Q.  Now,  didn't  you  know  that  such  was  not  the  fact  at  the 
time  when  you  wrote  this  letter  ?  A.  I  did  not  write  anything 
in  that  letter  that  I  did  not  consider  exactly  true,  as  conveyed 
to  me  by  the  gentleman  in  charge  of  that  branch  of  the  busi- 
ness. 

Q.  Then,  at  the  time  that  you  put  your  signature  to  that 
letter,  you  did  not  know,  as  I  understand  you  to  say,  that 
special  rates  were  given  through  the  State  of  New  York  to 
special  shippers,  as  contradistinguished  from  the  schedule 
rates  ?    A.  Yes,  I  did  ;  I  always  knew  it. 

Q.  You  always  knew  it  ?  A.  Yes ;  you  can't  run  the  road 
without  it. 

Q.  That  is  the  only  explanation  that  you  now  can  make  of 

the  statement  that  is  contained  on  page ?     A.  You  make 

there  a  very  grave  charge  ;  you  say  that  the  difference  was 
very  large. 

Q.  Is  not  the  difference  still  larger  than  that  which  is  stated 
here  ;  if  it  is  in  evidence  that  your  winter  rates  to  Syracuse 
were  50  cents,  40  cents,  34  and  23  cents  for  the  various  classes, 
and  there  was  a  special  rate  actually  given  of  10  and  8  cents  a 
hundred  on  all  classes  instead  of  12  cents  and  10  cents,  why 
the  difference  was  still  larger  than  that  which  is  stated  by  the 
Chamber  of  Commerce  Committee?  A.  Very  well;  you  have 
got  to  take  what  busiuess  the  man  does. 

Q.  But  I  am  asking  now  simply  as  to  the  difference  of  rate  ? 
A.  The  difference  in  the  rate  itself,  if  you  are  not  going  to 
take  other  things  into  consideration. 
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Q.  We  will  take  them  into  consideration  subsequently  ;  as  a 
fact,  the  evidence  is  stronger  than  the  charge  made  by  the 
Chamber  of  Commerce  Committee  ;  as  a  fact  the  evidence  is 
that  Crouse's  rate  was  8  and  10  cents  a  hundred  on  all  classes, 
and  that  the  schedule  rate  was  as  specified  and  stated. here,  on 
the  winter  rates  ?  A.  I  did  not  kuow  that ;  if  he  had  that  rate 
I  didn't  know  it ;  I  never  knew  that  he  had  as  low  a  rate  as 
that. 

Q.  Were  you  consulted,  or  are  you  consulted  when  a  special 
rate  is  made  ?     A.  No. 

Q.  Will  you  tell  this  Committee  what  your  instructions  are  ? 
A.  My  instructions  are  to  do  the  business,  get  our  share  of  it 
as  against  all  competitors,  and  do  the  business  at  the  same 
price  that  they  do. 

Q.  Is  that  the  whole  of  your  instruction  to  your  subordinates 
as  to  the  management  of  the  special  rate  business  ?  A. 
Latterly,  yes ;  for  the  last  two  or  three  years  I  have  left  that 
matter  entirely  with  Mr.  Butter. 

Q.  What  were  your  instructions  as  to  special  rates — differing 
from  schedule  rates — to  Mr.  Butter  or  anyone  under  you,  since 
you  have  been  President  of  that  railroad  ?  A.  When  we  em- 
ployed Mr.  Butter 

Q.  Now  when  was  that — because  we  don't  know  that  ?  A. 
About  1870, 1  think. 

Mr.  Depew. — About  seven  years  ago,  I  think. 

The  Witness. — 1872  ;  we  had  a  great  many  complaints 
from  all  parts  of  the  State,  and  we  employed  Mr.  Butter  and 
told  him  to  go  there  and  do  the  business,  so  that  it  would  be 
satisfactory  to  the  people  and  meet  the  competition  with  differ- 
ent points  in  the  State.  Our  road  was  getting  in  the  condition 
that  every  point  became  a  common  point.  We  were  crossed 
by  many  different  roads  and  so  on,  and  our  business  had  to 
be  conducted  in  a  different  manner  ;  and  hehas  made  arrange- 
ments with  the  people  living,  along  the  line  of  the  road  that 
were  satisfactory  to  them  ;  and  the  complaints,  after  Mr.  Butter 
had  been  there  a  year,  entirely  ceased. 

Q.  Was  that  all  that  you  said  in  relation  to  these  special 
rates ;  this  Committee  would  like  to  know  precisely  the 
nature  of  your  instructions?  A.  It  was  a  general  order  to  Mr. 
Butter. 

Q.  That  was  your  general  direction  to  Mr.  Butter  ?  A.  A 
general  direction  to  him,  on  the  local  business  of  the  road. 
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Q.  And  there  was  not  any  other  theory  or  notion  in  your 
mind  than  the  one  that  you  have  now  stated,  or  no  other 
theory  or  notion  communicated  to  Mr.  Butter  than  that  which 
you  now  state,  as  the  reason  or  basis  for  these  special  rates'? 
A.  I  had  several  talks  with  Mr.  Butter,  I  can't  undertake  to 
tell  you  all  about  it ;  I  don't  know  myself  now,  I  was  attending 
more  particularly  before  that  time  to  the  details  of  the  road 
myself. 

Q.  In  attending  to  the  details  of  the  road  yourself  before  Mr. 
Butter  came  to  be  your  Traffic  Manager,  did  you  make  special 
rates?     A.  No,  we  had  not  made  much. 

Q.  Not  much  ?     A.  No. 

Q.  Upon  what  theory  did  you  make  them  when  you  made 
them  ?  A.  A  large  shipper  would  want  a  rate,  and  we  would 
be  the  judges,  and  he  would  get  it  or  not,  according  to  circum- 
stances. 

Q.  As  you  felt  like  it ;  and  that  is  about  the  way  that  it  con- 
tinued, wasn't  it  ?  A.  No  ;  we  found  that  there  was  a  growing 
complaint ;  people  were  goiDg  to  Albany,  one  or  two  hundred 
every  year,  complaining  about  it ;  Mr.  Drullard  had  been  the 
general  freight  manager ;  Mr.  Eutter  was  up  there ;  he  appeared 
before  a  Committee,  on  behalf  of  the  Erie  Eailway  Company, 
at  Albany,  (my  father  was  with  me  at  Albany),  and  I  was  im- 
pressed with  his  manner  and  his  testimony  and  so  on;  ingoing 
down  I  told  him,  "  I  think  there  is  a  young  man  we  ought  to 
have ;"  and  he  said  :  "  Well,  if  you  want  him,  get  him  ;"  and  I 
found  that  the  Erie  Eailroad,  when  Mr.  Blanchard  (Mr.  Benja- 
min Blanchard,  not  the  present  Mr.  Blanchard),  was  the  gen- 
eral freight  agent,  was  ready  to  part  with  Mr.  Eutter  ;  and  we 
hired  him  and  put  him  in  charge  of  that  business. 

Q.  Have  you  ever  had  any  conversation  with  Mr.  Goodman 
upon  the  subject  of  special  rates?  A.  Mr.  Goodman  receives 
his  orders  from  Mr.  Eutter  generally  ;  I  have  had  conversation 
with  Mr.  Goodman,  complaining  to  Mr.  Goodman  of  the  rates. 

Q.  What  instructions,  if  any  (or  any  conversation  that  you 
had  with  Mr.  Goodman,  that  he  could  translate  into  instruc- 
tions), had  you  with  Mr.  Goodman  in  relation  to  the  special 
rates,  made  in  the  State  of  New  York  ?  A.  I  would  send  to  Mr. 
.Goodman  to  come  to  my  office,  and  he  would  come  ;  and  I 
would  complain  to  him  that  the  business  seemed  to  be,  princi- 
pally, about  all  of  it,  done  on  special  rates;  that  the  drawbacks 
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were  immense,  and  that  the  business  of  the  company  suffered 
from  it;  and  he  would  go  into  the  matter  and  call  my  atten- 
tion to  different  things,  and  satisfy  me  that  it  had  to  be  done 
in  that  way  to  meet  the  competition ;  there  never  has  been 
any  change ;  I  always  acceded  to  what  he  said  about  it,  because 
he  satisfied  me— convinced  my  judgment,  that  he  was  correct. 

Q.  But  when  he  fixed  a  rate,  say  of  ten  cents  a  hundred, 
there  would  not  be  any  drawback  or  rebate,  would  there  ?  A. 
He  would  not  give  figures. 

Q.  For  instance,  you  say  that  the  drawback  and  rebate  were 
very  large ;  you  speak  now  of  drawbacks  and  rebates  paid  out 
of  the  treasury  ?     A.  Yes,  sir. 

Q.  That  would  only  apply,  wouldn't  it,  where  the  schedule 
rate  was  charged  to  the  drawback  or  rebate  account  ?  A.  It 
was  not  paid  out  of  the  treasury  ;  it  never  went  into  the  treas- 
ury. 

Q.  How  would  the  drawback  or  rebate  appear  in  the  ac- 
count? A.  In  the  settlement  of  the  bill,  when  the  man  paid 
his  freight. 

Q.  He  would  pay  his  freight  at  the  fixed  rate,  wouldn't  he  ; 
there  would  be  no  drawback  about  that  ?  A.  Then  it  would 
be  deducted  from  the  bottom  of  the  bill. 

Q.  If,  for  instance,  a  bill  was  made  out  at  10  cents  a  hun- 
dred to  Crouse,  according  to  his  special  rate,  would  there  be 
any  deduction  at  the  bottom  of  that  bill  ?  A.  It  would  not  be 
made  out  that  way. 

Q.  Would  it  be  made  out  at  the  schedule  rate?  A.  It  would 
be  made  out  at  the  tariff  rate  ;  I  am  speaking  now  of  how  it 
used  to  be  ;  I  don't  know  how  it  is  this  minute. 

Q.  That  same  system  prevailed  as  to  your  through  traffic, 
didn't  it — the  payment  of  drawbacks  andrebates  from  the  sched- 
ule rate,  until  recently  ?  A.  I  don't  know ;  that  is  in  the 
freight  department ;  that  would  be  a  matter  of  detail ;  I  don't 
know  how  they  pay  them ;  the  agreements  are  kept,  whatever 
they  may  be. 

Q.  Was  not  there  a  general  system  of  giving  rates  at  a  sup- 
posed or  real  schedule  rate,  and  then  paying  large  drawbacks 
and  rebates  from  the  treasury,  for  the  purpose  of  meeting 
competition  ?     A.  On  through  business  ? 

Q.  On  through  business.  A.  Probably  on  through  busi- 
ness. 
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Q.  Is  not  that  so?     A.  Probably;  yes. 

Q.  That  constituted  a  special  rate  of  course,  again?  A. 
Yes  ;  the  goods  would  be  shipped  at  the  tariff  rate. 

Q.  Whatever  the  tariff  rate  was  for  the  day  ?  A.  And  the 
drawback,  the  difference,  would  be  paid  by  check ;  yes. 

Q.  You  have  just  stated  to  the  Committee  that  the  tariff 
would  change  sometimes  three  times  a  day?  A.  Now,  I  don't 
want  you  to  suppose  that  that  is  my  actual  knowledge,  be- 
cause I  was  not  there  ;  it  is  only  as  reported  to  me. 

Q.  But  you  are  an  expert,  and  you  know  Avhat  transpires  in 
that  particular  ;  you  stated  to  the  Committee  that  the  tariff 
would  frequently  change  three  times  a  day  ?  A.  Not  the 
tariff  change  three  times  a  day  ;  the  tariff  never  changed  over 
two  or  three  times  a  year ;  the  rate  would  change,  not  the 
tariff. 

Q.  As  the  Committee  is  not  composed  of  railway  men,  I 
wish  you  would  explain  what  you  mean  by  the  rate  as  contra- 
distinguished from  the  tariff  ?  A.  If  the  companies  meet  and 
make  a  tariff  on  goods  from  the  different  points,  and  they  find 
that  the  tariff  cannot  get  any  goods,  they  know  very  well 
there  is  some  cause  for  it,  and  the  employes  of  the  company 
would  be  looking  around  for  that  cause,  and  they  would  find 
the  goods  going  at  a  lower  rate  than  the  tariff  rate,  and  they 
would  meet  it  by  making  that  abatement  in  the  rate. 

Q.  And  that  abatement  on  the  rate  would  be  represented  in 
the  end,  in  its  concrete  form  to  you,  in  the  shape  of  a  draw- 
back or  rebate  paid  by  a  check  ?     A.  Yes. 

Q.  To  the  part}7  who  got  the  special  rate  ?  A.  Yes ;  on  a 
voucher. 

Q.  On  a  voucher  of  the  man  who  makes  the  contract — who 
ships  the  goods  over  your  road  ?     A.  Yes,  sir. 

Q.  The  bill  would  go  at  the  general  rate  and  the  voucher 
would  represent  the  special  rate  ?     A.  Yes,  sir. 

Q.  One  of  your  reasons  for  entering  into  the  pooling 
arrangement,  was  to  put  an  end  to  the  special  rate  business, 
wasn't  it  ?     A.  Yes,  sir. 

Q.  So  that  the  charges  shall  be  uniform  and  the  world  shall 
know  what  the  charges  are  ;  now,  tell  this  Committee  why  it  is 
that  that  same  reason  does  not  prevail  as  to  the  local  traffic  ; 
why  it  is  that  the  charges  should  not  be  uniform,  and  why  the 
world  should  not  know  what  the  charges  "are  ?  A.  On  the 
local  ? 
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Q.  Yes.  A.  The  local  is  governed  greatly  by  the  through ; 
the  through  business  governs  the  local. 

Q.  I  am  not  speaking  as  to  the  rate,  but  I  am  now  speaking 
as  to  the  making  of  special  contracts;  why  don't  the  reasons 
which  have  induced  you,  as  a  railway  manager,  to  surrender 
the  making  of  special  contracts,  as  to  through  traffic,  prevail 
and  govern  your  conduct  as  to  local  traffic?  A.  The  Com- 
missioner has  charge  of  the  local  as  much  as  the  through  ;  all 
the  business  on  the  road  that  is  in  competition  with  these  other 
roads  is  in  charge  of  the  Commissioner  and  the  Arbitrators. 

By  the  Chaieman  : 

Q.  You  mean  the  pooling  Commissioner  ?  A.  Yes,  sir ;  I 
mean  Mr.  Fink. 

By  Mr.  Sterne  : 

Q.  You  don't  mean  to  say  that  Mr.  Fink  determines  your 
rate  to  Utica  ?  A.  I  do  mean  to  say  that  Mr.  Fink,  in  any 
matters  with  the  Erie  road,  where  they  are  in  competition  with 
us,  or  any  other  road  in  competition  with  us — when  they  make 
a  complaint  that  matter  goes  before  Mr.  Fink. 

Q.  Do  you  mean  to  say  that  Mr.  Fink  controls  the  rate  from 
Utica  to  New  York,  and  iroru  New  York  to  Utica ?  A.  No;  he 
don't  control  any  rate ;  he  don't  control  through  rates  any- 
where ;  our  managers  do  that. 

Q.  Do  you  mean  to  say  that  any  person  discriminated 
against  at  Utica  can  go  to  Commissioner  Fink  and  complain  to 
him  and  have  his  discrimination  set  right?  A.  No;  he  can 
do  that  at  the  general  office  ;  any  person,  at  any  point  where 
we  are  in  competition  with  these  roads,  will  go  to  Mr.  Fink  and 
make  complaint,  and  he  will,  of  course,  g^>  to  our  general 
manager  and  bring  the  matter  to  his  attention  and  have  it 
rectified. 

Q.  What  kind  of  cases  are  there  on  your  local  traffic  which 
would  thus  be  brought  to  Mr.  Fink's  attention  ?  A.  We  are 
in  competion  with  the  Erie  road  all  the  way  from  Syracuse 
west ;  at  Albany  we  are  in  competition  with  them ;  at  Schenec- 
tady— from  the  west  there,  and  from  here  there,  in  fact. 

Q.  That  would  be  simply,  would  it  not,  as  to  where  you  make 
a  difference  in  rate  compared  with  the  Erie  differences  ?  A. 
Yes. 
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Q.  He  has  no  jurisdiction  as  between  your  customers  and 
yourself  ?  A.  No  ;  as  to  the  local  business  there  is  no  reason 
why  it  should  not  apply  just  as  well. 

Q.  It  should  appry  to  the  local  business  ?  A.  I  don't  know 
why  it  does  not  and  should  not. 

Q.  Why  the  same  reasons  should  not  ?     A.  Yes. 

Q.  Therefore  it  is  an  abuse,  is  it  not,  to  allow  such  a  system 
of  special  rates  to  grow  up  as  to  local  business  which  has  been 
shown  to  exist  in  your  railroad  ?  A.  It  is  something  we  would 
like  to  have  done  away  with. 

Q.  Well,  we  shall  aid  you  in  that  particular.  A.  I  want  to 
correct  that  statement ;  I  think  that  Mr.  Fink's  duties  as  Com- 
missioner do  not  apply  to  the  local. 

Q.  That  was  the  impression  that  Mr.  Fink  had  ?  A. 
I  thought  that  it  applied  to  all  points  in  competition  with  the 
Erie  Road,  but  Mr.  Jewett  informs  me  he  thinks  it  does  not 
apply  to  the  local. 

Q.  And  therefore  there  is  no  Commissioner  standing  between 
the  powers  of  Mr.  Goodman  and  the  customer  ?  A.  No  Com- 
missioner ;  no. 

Q.  Will  you  look  at  these  two  freight  bills  (handing  papers 
to  witness) ;  you  know  the  relative  distances,  don't  you  ?  A.  I 
am  informed  that  the  local  competitive  business  is  in  charge 
of  Mr.  Fink. 

Q.  That  applies  to  what  points  ?     A.  All  competitive  points. 

Q.  What  are  they  ?  A.  All  competitive  points  ;  Albany  is  a 
competitive  point ;  Schenectady  and  Syracuse  and  the  west. 

Q.  Nothing  intermediate  between  Schenectady  and  Syra- 
cuse ?     A.  From  Syracuse  west. 

Q.  Does  that  mean  the  local  points  between  Syracuse  and 
Buffalo  ?  A.  Yes  ;  pretty  much  ;  no,  between  Rochester  and 
Buffalo. 

Q.  Would  that  apply  to  Canandaigua ;  it  would  not,  would 
it  ?  A.  No,  sir  ;  Mr.  Clark  will  tell  you  better  about  that,  what 
points  it  will  apply  to,  than  I  can. 

Mr.  Stekne — I  am  perfectly  willing  to  take  Mr.  Clark's 
statement. 

Mr.  Clark — It  would  not  apply  to  Canandaigua. 

Mr.  Stebne — Will  you  state  to  the  Committee  what  the  com- 
petitive points  are,  and  we  can  take  it  as  part  of  Mr.  Vander- 
bilt's  testimony ;  you  are  perfectly  willing  to  have  it  so  taken, 
are  you  not? 
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The  Witness — Oh,  yes. 

Mr.  Sterne— State  what  the  competitive  points  are  over 
which  Mr.  Fink  has  jurisdiction,  where  the  New  York  Central 
and  Erie  come  in  competition. 

Mr.  Clark— (Eeferring  to  list).  Commencing  at  the  western 
end,  commencing  with  Buffalo,  Black  Bock,  Niagara  Falls  and 
Suspension  Bridge  ;  those  are  all  our  western  termini;  we  com- 
pete with  the  Erie  Bailroad  at  each  one  of  those  points  ;  going 
east  from  there  the  first  competitive  point  would  be  Lancaster, 
Attica,  Alexandria,  Batavia,  Rochester,  Syracuse,  Schenectady, 
Troy  and  Albany. 

Mr.  Sterne—  Then  all  between  Syracuse  is  excluded  from 
Mr.  Fink's  jurisdiction? 

Mr.  Clark — Yes,  sir. 

Mr.  Sterne — And  a  great  many  points  between  Syracuse 
and  Buffalo  also? 

Mr.  Clark — There  are  several  points  between  Syracuse  and 
Buffalo. 

Mr.  Sterne — What  are  the  leading  points  between  Schenec- 
tady and  Buffalo  over  which  Mr.  Fink's  jurisdiction  does  not 
extend? 

Mr.  Clark — I  think  they  are  all  the  points  that  I  did  not 
mention,  that  are  in  this  list. 

Mr.  Sterne — How  many  are  there  ;  I  don't  want  to  put  in 
that  list  specially  for  that  purpose,  as  it  is  in  for  another ;  state 
some  of  the  names  ? 

Mr.  Clark — Amsterdam,  Tribes  Hill,  Fonda,  Johnstown, 
Gloversville,  Palatine  Bridge,  Fort  Plain,  St.  Johnsville, 
Little  Falls,  Herkimer,  Ilion,  Frankfort,  Utica,  Whites- 
boro,  Oriskany,  Borne,  Yerona,  Oneida,  Canastota,  Chitten- 
ango,  Kirkville,  Manlius,  Warner's,  Memphis,  Jordan,  Weeds- 
port,  Port  Byron,  Savannah,  Clyde,  Lyons,  Newark,  Pal- 
myra, Macedon,  F  airport,  Camillus,  Marcellus,  Skaneatelas ; 
and  by  a  hard  rub  they  might  get  in  to  Auburn,  but  I  hardly 
think  so ;  Aurelius,  Cayuga,  Seneca  Falls,  Waterloo,  Geneva, 
Phelps,  Clifton  Springs,  Shortsville,  Chapinsville,  Canandaigua, 
Yictor,  Fishers,  Pittsiord,  East  Bloomfield,  Miller's  Corners, 
West  Bloomrield,  Honeoye  Falls,  East  Pembroke,  Richville, 
Akron,  Clarence  Center,  Charlotte,  Chili,  Churchville,  Bergen, 
West  Bergen,  Byron,  Corfu,  Callenden,  Wende,  Looueyville, 
Grimesville,    Spencerport,    Adams    Basin,  Brockport,  Holly, 
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Murray,  Albion,  Knowlesville,  Medina,  Middleport,  Gasport, 
Sanborn,  Lewistou. 

Mr.  Sterne— All  those  points  are  not  under  Mr.  Fink  ? 

Mr.  Clark — They  would  not  be  included  in  any  pool  be- 
tween us  and  the  Erie  Railway. 

Q.  Is  there  any  special  agreement  or  arrangement  between 
you  and  the  Erie  Railway  in  relation  to  those  points,  in  the 
State  of  New  York,  which  you  call  pool  points?     A.  No. 

Q.  How  do  they  come  then  to  be  pool  points  ?  A.  I  did 
not  say  they  were  pool  points  ;  any  arrangement  between  us 
as  to  those  points  ? 

Q.  Yes.     A.  In  which  they  are  in  competition  with  us  ? 

Q.  Yes.     A.  Oh,  yes. 

Q.  And  that  has  existed  for  two  weeks,  you  say  ?  A.  Oh, 
no,  that  is  a  regular  arrangement  every  year. 

Q.  By  which  you  maintain  rates  to  those  points  ?  A.  Yes, 
sir  ;  and  the  rates  to  all  points  this  side  of  those  points  and 
intermediate,   I  believe,  are  never  in  excess  of  those  points. 

Q.  Are  not  ?    A.  No. 

Q.  Is  that  your  opinion?  A.  That  is  our  tariff;  you  will 
find,  by  our  tariff,  there  are  no  higher  charges  to  points  nearer 
than  those.  , 

Q.  Take  this  bill  marked  \"  F,"  in  connection  with  this  tes- 
timony that  you  have  just  given  ?  A.  I  am  speaking  from  the 
terminal. 

Q.  From  the  terminal  here  ?     A.  Yes,  sir  ;  from  here. 

Q.  Take  this  bill  marked  "F."  A.  What  I  mean  is,  you 
will  find  by  our  tariff  there  are  no  higher  charges  for  points 
at  a  less  distance,  for  instance,  from  here  to  Syracuse  is  one 
price,  and  points  this  side  of  Syracuse  will  be  either  the  same 
or  a  less  price. 

Q.  That  would  be  true  as  to  the  traffic  ?     A.  Yes,  sir. 

Q.  Mr.  Goodman  has  testified  that  about  90  per  cent,  of  all 
your  local  traffic  is  done  upon  special  rates  ;  therefore,  the 
tariff  would  not  make  much  difference  with  that?  A.  That  is 
between  the  terminal  and  those  local  points. 

Q.  No;  he  said  on  the  whole  local  business?  A.  I  don't 
think  he  meant  that. 

Q.  He  so  testified  ?  A.  90  per  cent. ;  that  may  be  ;  I  can't 
say  what  proportion  of  the  business  runs  between  Auburn,  if 
you  please,  and  Syracuse  and  Rochester. 
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Q.  That  bill  shows  10  cents  per  hundred  on  all  classes 
from  Syracuse  to  Auburn,  doesn't  it?  A.  On  these  classes  it 
does. 

Q.  That  is  a  distance  of  26  miles,  isn't  it?  A.  I  take  it  for 
granted  ;  you  say  it  is  ;  I  don't  know  what  it  is. 

Q.  Assuming  it  to  be  so  ?     A.  Yes. 

Q.  Here  is  a  bill,  marked  "  J,"  that  says,  doesn't  it,  10  cents 
per  hundred  on  all  classes  from  Rochester  to  Auburn  (hand- 
ing witness  a  bill)  ?     A.  On  these  classes  it  does. 

Q.  On  all  classes  ?     A.  Oh,  no. 

Q.  Doesn't  it  so  state,  that  that  is  the  contract  ?  A.  On  all 
classes  ? 

Q.  Yes.     A.  No ;  I  don't  see  it. 

Q.  Let  me  draw  your  attention  to  it;  that  is  a  10  cent  rate 
(indicating),  and  this  is  a  10  cent  rate  ?     A.  Yes. 

Q.  This  is  a  higher  class,  isn't  it — fruit?  A.  One  is  fiuit 
and  the  other  molasses. 

Q.  The  fruit  is  first  class,  isn't  it,  and  molasses  fourth  class? 
A.  Well. 

Q.  And  yet  the  rates  are  the  same ;  there  is  a  difference  in 
the  classification,  according  to  your  schedule,  as  compared 
with  the  way  that  tlies^  bills  were  made  out ;  it  is  all  made 
out  at  one  rate,  and  yet  they  belong  to  different  classes  under 
your  schedule,  do  they  not?  A.  One  is  from  Auburn  to  Syra- 
cuse, and  the  other  is  from  Auburn  to  Rochester. 

Q.  But  your  classification  don't  differ  because  of  a  difference 
in  {he  distance  ;  the  classification  would  remain  the  same  ? 
A.  Yes,  sir. 

Q.  The  rate  is  the  same  for  76  miles  that  it  is  for  26  ;  now, 
on  what  principal  is  that  done?  A.  One  is  for  4  boxes  of 
fruit,  a  box  of  nuts,  and  9  cases  of  dry  goods,  at  10  cents,  26 
miles  ;  the  other  is  for  molasses  and  a  box  of  blacking  and  a 
caddie  of  plug  tobacco  and  4  bales  of  something,  10  cents,  76 
miles. 

Q.  On  what  principal  is  it  that  you  charge  precisely  the 
same  rate  for  76  miles  that  you  do  for  26?  A.  That  fruit  may 
be  destroyed  when  it  gets  there,  and  we  may  have  to  pay  the 
damage  ;  there  is  not  much  danger  of  damaging  molasses  and 
tobacco  ;  it  only  happens  so. 

Q.  That  is  the  only  answer  you  have  to  make  as  to  these 
bills  ?     A.  I  don't  know  in  those  particular  cases. 


1277 

Mr.  Sterne — I  would  like  to  have  these  marked. 

(The  two  bills  are  received  and  marked  "N.  Y.  C,  Ex.  1, 
Aug.  21,  1879.) 

Q.  Here  are  various  bills — the  bill  marked  "  A,"  take  that  — 
that  shows,  does  it  not,  goods^of  the  first  and  second  class,  all 
charged  at  the  regular  tariff  rates  47,  40,  34  and  23  cents 
per  hundred  pounds,  New  York  to_Syracuse  ?  A.  There  is  a 
bill  at  47  cents  for  2  cases  of  oil,  2Jcases  'of  olives,  3  cases  of 
catsup,  5  boxes  of  maccaroni,  40  cents. 

Q.  Those  that  are  charged  47  cents  were  first  class?  A. 
Yes,  sir. 

Q.  And  the  other  is  second  class — the  40  cents  ?     A.  Yes. 

Q.  Now,  look  at  4iat  other  bill,  and  teirus  what  that  is  ?  A. 
A  barrel  of  clams,  34  cents. 

Q.  That  is  carried  the  same  distance'?  A.  Yes  ;  suppose 
it  had  been  diamonds,  how  much  would  we  have°charged  for  it 
then? 

Q.  But  you  charged  9  cents  a  hundred  for  the  other  bill  ? 
A.  The  difference  between  34  and  4~. 

Q.  No  ;  you  charge  9  cents  per  hundred  ?  A.  No  ;  34 
cents. 

Q.  Well,  that  is  34  cents  ;  now,  you  charge  to  Syracuse,  to 
Mr.  Crouse,  all  classes,  9  cents  ?  A.  Those  bills  are  charged 
according  to  the  classification,  evidently. 

Q.  You  charge  Crouse  9  cents  a  hundred  on  all  classes,  or 
10  cents  a  hundred  ?     A.  Do  we  ? 

Q.  Don't  you  know  ?     A.  Well,  yoxi  say  we  do. 

Q.  Well,  that  is  the  evidence?  A.  He  gets  his  business 
done  pretty  cheap  ;  that  is  all  I  can  say  about  that. 

Q.  Is  not  that  a  difference  so  great  that  it  prevents  com- 
petition between  Mr.  Crouse  and  others — successful  competi- 
tion on  the  part  of  other  people  against  him  ?  A.  It  does 
not  prevent  competition  between  us  and  the  other  fellows  to 
get  his  business  ;  we  find  other  people  ready  to  take  it,  or  else 
we  would  not. 

Q.  But,  for  instance,  the  man  for  whose  business  there  is  not 
any  competition  would  not  be  placed  in  so  favorable  a  situa- 
tion as  Crouse  ?     A.  How  do  you  know  he  wouldn't? 

Q.  You  have  made  out  a  bill  here  to  these  people'?  A.  Did 
he  ever  try  ? 
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Q.  Then  it  depends  upon  whether  Le^ tries  to  see?  A.  Cer- 
tainly. 

Q.  Did  you  ever  refuse  any  special  rates  to  anybody  ?  A.  I 
never  heard  of  anybody  refused  a  special  rate  ;  if  a  man  wants 
to  send  a  pair  of  shoes  up  theie  we  give  him  a  special  rate  on 
it ;  that  is  my  complaint  all  the  time. 

Q.  Let  me  ash  you  to  cast  jour  eye  over  these  bills  and  over 
the  explanations  that  I  have  added  to  them,  and  state  whether 
or  not  these  explanations  that  I  have  put  there  are  or  are  not 
correct,  and  if  they  are  not  correct,  please  state  in  what  particu- 
lar, so  as  to  treat  the  explanations  as  though  it  was  a  special 
question  put  to  you? 

Mr.  Bureill — Mr.  Sterne,  we  shall  have  to  object  to  your 
doing  that.  If  you  want  to  ask  Mr.  Vanderbilt  a  question  put 
a  bill  in  his  hand  and  ask  him  about  it. 

The  Chairman — I  see  no  objection  ;  the  bills  are  put  there 
with  the  explanation  upon  them,  and  he  can  look  them  over, 
and  if  they  are  correct,-  say  so,  and  if  they  are  not,  say  so. 

(The  2  bills  of  lading  referred  to  are  received  in  evidence 
and  marked  N.  Y.  C,  Exhibit  ■>,  August  21st,  1879.) 

The  Witness — I  don't  understand  these  ;  you  say  "Exhibit 
No.  2,  Special  Contract,  shows  9  cents  rate,  New  York  to 
Utica,"  where  is  it  ? 

Q.  The  book  of  special  contracts  is  referred  to.  A.  You 
mean  some  one  individual  may  have  that? 

Q.  We  have  here  in  evidence  the  fact  that  special  rates  are 
given  9  cents  a  hundred  to  Utica  ?  A.  These  bills  are  made 
out  evidently  according  to  the  classification,  and  you  want  to 
take  them  up  and  compare  them  with  a  contract  that  a  man 
has  to  some  other  point. 

Q.  To  the  same  point?  A.  No;  to  some  other  point;  if 
you  have  got  a  special  contract  there  at  one  price,  and  the 
tarift  calls  for  another,  and  you  present  bills  to  me  made  out 
at  the  tariff,  do  you  want  me  to  say  that  they  are  different 
from  the  special  contract  ? 

Q.  No;  I  want  you  to  say  whether  or  not  the  explanation  I 
have  appended  to  those  bills,  is  or  is  not  correct  ?  A.  I  have 
nothing  to  say  about  that  explanation  ;  I  don't  know  anything 
about  the  explanation  ;  you  assume  that ;  I  am  willing  to  ad- 
mit that  these  bills  are  all  made  out  according  to  the  tariff; 
now,   if   somebody  else  has  got  a  special  contract  to  those 
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points  at  a  low  rate,  if  you  have  got  that  in  evideuce,  that  is 
for  the  Committee  to  judge. 

Q.  For  instance,  here  are  two  bills?  A.  If  you  have  got 
special  contracts  with  those  people  it  is  very  clear  there  would 
not  be  any  object  in  making  a  special  contract  at  the  same 
rate  as  the  tariff. 

Q.  The  special  contract  is  always  lower  than  the  tariff?  A. 
I  judge  so  ;  yes. 

Q.  Here  are  two  bills  made  out  to  TJtica  ;  the  bill  marked 
C  shows  2,636  pounds  of  goods,  part  of  which  is  first  ciass, 
carried  from  Barclay  street,  New  York,  to  Herkimer  for  A. 
Rust  for  $4.37:  the  bill  marked  D  says  2,390  pounds  (about  the 
same  weight)  of  goods,  principally  of  the  fourth  class,  owned 
by  Caswell  &  Fisk,  charges  $5.10  for  the  same  haul,  both 
parties  being  retail  merchants  doing  business  at  the  same 
place  ;  that  is  two  different  rates  arising  from  the  difference  of 
classification,  is  it  not?  A.  Very  well,  I  admit  that ;  now,  if 
you  want  to  show  me  a  bill  like  that  made  out  on  the  tariff  at 
one  price,  under  the  classification,  and  then  show  me  the  tariff 
charged  another  man  at  a  less  rate  than  that  under  the  tariff, 
that  is  another  thing  ;  but  if  he  has  a  special  rate  he  has  the 
advantage  of  it,  of  course. 

Q.  Would  not  that  show  that  this  bill  marked  C  had  a  very 
large  advantage  in  having  first  class  goods  of  greater  weight 
carried  at  a  lower  rate  than  to  the  other  man  at  the  same 
place,  having  a  less  weight  of  fourth  class  goods  carried  at  a 
higher  rate;  don't  those  bills  show  that?  A.  Fourth  class 
goods  carried  at  a  higher  rate  ? 

Q.  Yes.     A.  Do  you  mean  under  a  special  contract? 
Q.  I  don't  know  what  the   special   contract  was  in  these 
cases,  but  these  two  bills,  made  out  by  your  corporation,  show 
that  higher  grade  goods  were  carried  at  lower  rates  for  one 
person  to  the  same  place,  from  New  York,  than  for  auother 
person  lower  class  goods  carried  to  the  same  place? 
Mr.  lJURitiLL — Were  they  under  special  contract? 
Mr.  Sterne — I  don't  know. 

The  Witness— And  I  don't ;  I  think  it  is  a  natural  conclu- 
sion that  one  was  carried  under  a  special  contract  and  the 
other  carried  by  the  tariff. 

Q.  That  is  the  only  explanation  you  have  to  make  about  it? 
A.  If  it  is  so,  I  can't  understand  it  any  other  way. 
21 
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Mr.  Steene— I  want  these  two  bills  to  stand  side  by  side  in 
the  evidence. 

The  Witness — We  have  at  Herkimer  a  customer  who  takes 
fourteen  or  fifteen  car  loads  of  stuff  a  day  ;  it  is  not  to  be  pre- 
sumed that  he  pays  the  tariff  rate. 

Q.  As  to  these  particular  bills,  you  don't  know  anything 
about  the  reason  for  the  discrimination  at  all?  A.  One  is 
probably  a  large  manufacturer,  and  the  otber  is  an  individual 
having  that  shipment  alone. 

(The  two  bills  from  New  York  to  Herkimer  received,  and 
marked  N.  Y.  C,  Exhibit  3,  August  21,  1879.) 

Q.  Will  you  kindly  look  at  this  letter  dated  June  19,  1879? 
A.  Allow  me  to  make  one  suggestion  about  these  bills  ;  it  is  a 
matter  I  am  not  at  all  familiar  with  ;  Mr.  Goodman  knows  all 
about  it  and  I  have  no  doubt  be  can  give  you  a  very  good  rea- 
son for  every  case  you  bring  up. 

Q.  Will  you  kindly  look  at  that  letter  (handing  witness  a 
letter)  ;  do  you  recognize  that  as  the  handwriting  of  Mr.  Good- 
man ?     A.  I  guess  not ;  I  guess  that  is  one  of  his  clerk's. 

Q.  Do  you  recognize  the  heading  as  one  of  the  regular  head- 
ings of  your  office  ?     A.  Yes,  sir. 

Q.  There  is  a  case  of  a  special  rate  refused  on  application? 
A.  He  says  he  has  recently  reduced  his  tariff  and  he  cannot 
give  him  a  special  rate  on  that  account. 

Q.  How  long  was  it  that  you  maintained  your  tariff  on  your 
road  before  the  recent  reduction,  as  to  local  business  ?  A.  I 
don't  know. 

Q.  Mr.  Goodman  testified  that  it  was  about  ten  years  that 
no  change  was  made  in  the  tariff  ?  A.  No  change  made  in  the 
tariff  ? 

Q.  Yes  ;  on  local  business,  except  as  to  the  special  fourth 
class,  of  flour  and  wheat,  or  cereals,  rather?  A.  Mr.  Goodman 
said  that? 

Q.  Yes.     A.  He  is  mistaken. 

Q.  Will  you  state  what  changes  have  been  made  as  to  your 
local  points  not. affected  by  the  competition  with  the  Erie  Hail- 
way  Company,  in  your  winter  rates,  as  a  published  tariff  change? 
A.  Since  Mr.  Rutter  came  into  our  service  I  took  up  the  tariff 
with  Mr.  Rutter  and  changed  it  all. 
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Q.  Since  1870  ?  A.  Since  1872  ;  for  the  reason  that  before 
that  time  there  was  no  regularity  in  the  tariff  as  to  the  dis- 
tances ;  a  man  would  he  charged  more,  if  you  please  from  here 
to  Rochester  than  he  would  be  to  a  point  beyond  Rochester, 
and  the  whole  tariff  was  changed  and  revised  so  that  no  man 
paid  any  more  for  a  short  distance  than  he  did  for  a  long  one. 
Q.  That  yon  consider  a  proper  rule  in  railroading,  that  there 
should  be  some  pro  rata  as  to  mileage  ?  A.  On  local  busi- 
ness ?  No  man  pays  any  more  for  a  short  distance  than  a 
long  one. 

Q.  On  the  tariff?     A.  Yes,  sir. 

Q.  But  if  you  don't  adhere  to  your  tariff,  a  man  would  pay 
more  for  a  shorter  distance  than  for  a  long  one  ?  A.  Then  the 
question  of  the  magnitude  of  his  business  and  other  considera- 
tions come  in  and  he  is  given  a  rate. 

Q.  You  are  not  answering  my  question ;  if  you  hold  out 
your  tariff  to  the  public  on  the  principle  that  you  charge 
less  for  shorter  distances  than  you  do  for  longer  ones,  what 
use  is  that  to  the  public  if  you  vary  your  tariff  to  suit  your 
own  views  whenever  yon  see  fit,  and  if  it  is  true  that  90  per 
cent,  of  your  traffic  as  Mr.  Goodman  has  testified  is  done  at 
special  rates  ?  A.  The  same  men  that  get  special  rates,  if 
they  lived  further,  they  would  pay  more. 

Q.  Perhaps  that  would  be  so,  but  your  published  tariff  rate 
from  New  York  City  on  tlie  Hudson  River  division  lo  Poue;h- 
keepsie  is  what,  on  fourth  class  say  ;  do  you  remember  it  at 
all?    A.  No. 

Q.  Assuming  your  tariff  rate  from  New  York  to  Pough- 
keepsie  on  first  class  to  be  18  cents  or  1G  cents  a  hundred,  and 
on  second,  14,  and  on  third,  12,  and  on  fourth,  10 ;  if  you  draw 
by  special  contract  from  New  York  to  Utica  at  9  cents  and  at 
8  cents  a  hundred  then  you  deviate  very  much,  don't  you,  from 
your  published  tariff  and  from  that  principle  ?  A.  Just  as  I 
answered  before,  it  is  all  owing  to  the  magnitude  of  the  busi- 
ness ;  we  do  business  for  men  in  Poughkeepsie,  large  opera- 
tors there,  at  about  the  same  proportion  as  we  would  to  Utica; 
do  it  constantly  ;  Mr.  Anderson  is  a  very  large  dealer  there. 

Q.  Do  you  mean  to  say  that  your  special  rate  to  Pough- 
keepsie would  be  four  cents  a  hundred  when  you  make  to 
Utica  your  special  rate  ten  ?  A.  No  ;  I  did  not  say  any  such 
thing. 
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Q.  You  would  make  it  ten  cents  to  Poughkeepsie,  too, 
wouldn't  you  ?     A.  I  would  make  it  proportional. 

Q.  You  say  you  would ;  would  Mi\  Eutter  or  would  Mr. 
Goodman  ?     A.  I  should  judge  so. 

Q.  Your  published  freight  tariff  between  New  York  and 
Albany  shows  that  your  charge  .  from  New  York  to  Pough- 
keepsie twenty  cents  for  first  class  and  eight  cents  for  second 
class  ;  and  I  find  here  to  Wood  &  I.  a  rate  given  of  fifteen,  fif- 
teen, eight  and  eight,  as  his  contract  rate,  as  against  twenty- 
two  and  eight ;  to  Donnell,  Converse  &  Co.,  fifteen  cents  a 
hundred  as  against  twenty-two  ;  to  J.  C.  Neil,  ten  cents  as 
against  twenty-two  and  eight ;  to  Boomer  Brothers,  for  wool, 
twelve  cents  as  against  twenty-two  and  eight ;  all  these  special 
contracts  are  higher  than  Crouse's  special  contract  to  Syra- 
cuse ?     A.  Where  are  they  to  ? 

Q.  To  Poughkeepsie ;  therefore  you  don't  maintain  as  to 
your  special  contracts,  do  yon,  the  relative  proportion  of  distance 
compared  with  charge  ?  A.  We  may  carry  Crouse's  business 
so  that  there  is  no  money  in  it ;  we  can't  carry  anything  any- 
where much  less  than  eight  cents,  to  put  it  on  the  car  and  get 
it  off. 

Q.  But  you  don't  answer  my  question.  (To  the  stenog- 
rapher)—Will  you  kindly  repeat  my  question,  Mr.  Stenog- 
rapher ? 

(The  question  is  repeated  as  follows  :) 

"  Q.  Your  published  freight  tariff  between  New  York  and 
Albany  shows  that  you  charge  from  New  York  to  Pough- 
keepsie twenty  cents  for  first  class  and  eight  cents  for  second 
class  and  I  find  here  to  Wood  &  I.  a  rate  given  of  fifteen,  fif- 
teen, eight  and  eight  as  his  contract  rate,  as  against  twenty- 
two  and  eight ;  to  Donnell,  Converse  &  Co.,  fifteen  cents  a 
hundred  as  against  twenty -two  ;  to  J.  C.  Neil,  ten  cents  as 
against  twenty-two  and  eight ;  to  Boomer  Brothers,  for  wool, 
twelve  cents  as  against  twenty-two  and  eight ;  all  these  special 
contracts  are '  higher  than  Crouse's  special  contract  to  Syra- 
cuse ?"     A.  Yes  ;  do  you  want  to  know  the  reason  why  ? 

Q.  Well,  no  ;  I  will  give  you  an  opportunity  to  explain  the 
reason  why,  but  first  I  want  to  ask  you  whether  there  is  any 
maintenance  with  reference  to  your  special   rates  of  any  such 


1283 

relation  to  distance  as  there  is  with  reference  to  your  tariff 
rate  ?     A.  Yes  ;  I  should  judge  so. 

Q.  Torn-  opiniou  on  that  subject,  however,  is  not  based  upon 
any  definite  knowledge,  is  it  ?     A.  No. 

Q.  Cast  your  eye,  please,  over  this  Exhibit  No.  2,'  abstracted 
from  your  books,  and  see  whether  distauce  is  not  entirely  dis- 
regarded where  special  rates  are  given  ?  A.  Th.it  is  governed 
entirely  by  the  competition,  no  doubt  about  that ;  Mr.  Crouse's 
business  is  very  large  ;  I  won't  pretend  to  say  how  large  ;  a 
great  many  cars  a  day  ;  and  he  has  parties  come  to  him  and 
offer  him  to  contract  for  so  much  money,  and  he  says,"  If  you 
want  my  business  I  can  afford  to  give  yon  so  much  for  it,  other- 
wise I  have  got  to  give  it  to  somebody  else  ;  and  then  it  is  a 
question  for  our  people  to  do  it. 

By  Mr.  Baker  : 

Q.  The  fact  is,  distance  is  not  regarded  at  all.  A.  Not  in  a 
question  of  that  kind  ;  you  will  probably  find  Mr.  Crouse  has 
got  a  better  contract  than  anybody  else,  at  Syracuse,  his  busi- 
ness is  so  much  larger. 

By  Mr.  Sterne  : 

Q.  Then  the  giving  of  a  special  contract  is  governed  by  con- 
siderations with  which  distance  has  nothing  to  do  ?  A.  I  won't 
say  that  it  has  ;  take  up  a  special  case  relatively;  take  up  Mr. 
Crouse's  case. 

Q.  Will  you  look  over  that  book  and  say  whether  that  is  not 
absolutely  true  as  to  the  special  rates  given  by  your  road  ? 
A.  Special  rates  are  given  to  meet  competition  and  to  meet  the 
situation  of  the  people  requiring  the  special  rates  ;  a  man  may 
come  to  our  general  traffic  manager,  and  say  to  him,  "  Here,  I 
can  continue  my  factory  if  I  am  allowed  to  carry  my  goods  at 
such  a  price,  otherwise  I  have  got  to  dry  up  and  go  away  ;" 
we  don't  want  any  manufacturer  on  our  line  to  do  that ; 
and  we  make  a  rate  to  him  just  as  low  as  we  can  to  keep  him 
going. 

Q.  But  suppose  he  does  not  come  to  you  but  dries  up  and 
goes  away,  do  you  do  anything  for  him  ?  A.  He  won't  be  apt 
to  do  that. 

Q.  Why  ?     A.  If  he  does  he  ought  to  dry  up. 
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Q.  That  is  your  opinion  about  it  ?  A.  Yes ;  if  he  is  not 
looking  after  his  own  affairs. 

Q.  Haven't  you  found  a  good  many  people  who  do  thus  dry 
up  and  go  away  ?  A.  They  may  think  they  can  get  something 
else  better  to  do. 

Q.  I  don't  ask  that ;  haven't  you  found  along  the  line  of 
your  road  a  great  many  businesses  which  were  heretofore 
flourishing,  dry  up  and  go  away  ?  A.  Not  from  the  want  of 
any  facilities  that  we  could  afford  to  give. 

Q.  Haven't  you  found  a  good  many  incompetent  men  fail  ? 
A.  Not  from  the  want  of  any  facilities  that  we  can  afford  to  give 

By  Mr.  Sterne  : 

Q.  I  will  give  you  such  time  as  you  require  to  look  at  this 
exhibit,  and  I  would  like  an  answer  to  that  question  ?  A.  It 
is  impossible  for  me  to  say  ;  I  should  judge  it  was  based  on 
distance,  but  you  take  a  special  case  like  that  of  Mr.  Crouse's, 
and  we  want  his  business  anyhow ;  it  governs  other  cases. 

Q.  Take  their  case  as  compared  with  Poughkeepsie,  and 
say  whether  distance  has  anything  to  do  with  the  fixing  of  a 
special  rate?  A.  Take  Syracuse  as  compared  with  Poughkeep- 
sie, Syracuse  has  an  advantage  that  Poughkeepsie  has  not  in 
competition.  < 

Q.  Syracuse  is  further  away  from  New  York?  A.  That  is 
true ;  we  have  got  cars  running  empty  there  constantly,  all  the 
way  along,  and  to  take  them  to  Poughkeepsie  we  would 
have  to  stop  them  there  and  unload  the  goods  and  then  go  on 
empty  ;  the  actual  cost  to  the  railroad  company  (coming  to  that 
part  of  it),  might  not  be  any  more  to  Syracuse  than  it  would 
to  Poughkeepsie. 

By  the  Chairman  : 

Q.  Don't  you  have  competition  to  Poughkeepsie  by  the 
river  ?  A.  Not  to  amount  to  anything ;  we  have  competition 
by  the  river. 

By  Mr.  Sterne  : 

Q.  In  looking  over  that  list  of  special  contracts  given  by 
your  road,  is  it  not  true  that  the  question  of  distance  comes 
into  play  as  to  the  making  of  the  rate  but  very  little,  if  at  all? 
A.  No. 
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Q.  See  whether  the  special  rates  to  Schenectady  and  to 
Ponghkeepsie  and  to  other  points  nearer  than  Syracuse  are 
not  quite  as  high,  as  a  rule,  as  those  that  are  given  to  Syra- 
cuse? A.  I  find  here  that  the  special  contracts,  all  of  them  on 
low  classes  of  goods  to  Rochester,  are  higher  in  proportion 
than  to  Syracuse. 

Q.  Rochester  and  some  others  also  don't  you ;  or  as  low  ? 
A.  No ;  none  as  low. 

Q.  Which  is  nearer  New  York,  Rochester  or  Syracuse? 
A.  Syracuse ;  Rochester  is  13  cents  against  Mr.  Crouse's  9. 

Q.  Is  the  lowest  rate  to  Rochester  13  ?     A.  Yes,  sir. 

Q.  You  find  at  Poughkeepsie,  however,  a  rate  at  13  ;  that  is 
considerably  nearer  than  Syracuse?  A.  We  take  goods  here 
I  notice  from  Poughkeepsie  to  Utica  and  Syracuse,  and  all 
that ;  for  instance,  iron  furnaces,  we  take  them  for  a  dollar  a 
ton  ;  if  people  were  prosperous  and  were  able  to  get  more  for 
their  goods  our  price  would  be  more  ;  we  have  to  conform  to 
that  ;  here  is  A.  T.  Stewart  pays  9  cents  to  and  from  Pough- 
keepsie, the  same  as  Mr.  Crouse  does  ;  one  is  first  class  goods 
and  the  other  is  mostly  fourth  class ;  Mr.  Grouse's  goods  are 
groceries,  fourth  class. 

Q.  Are  you  now  prepared  to  state,  after  having  examined 
Exhibit  No.  2,  whether  the  question  of  distance  has  much  to 
do  in  the  making  of  special  rates  on  your  local  tariff?  A.  I 
think  it  is  taken  into  consideration. 

Q.  It  is  not  taken  into  consideration  in  the  same  manner, 
however,  is  it,  as  it  is  in  making  the  tariff;  it  is  not  invariable? 
A.  There  are  exceptions  to  all  rules ;  you  picked  out  an  ex- 
ception. 

Q.  Would  you  consider  the  tariff  your  rule,  or  the  special 
rates  your  rule,  as  to  your  local  traffic?  A.  You  say  ninety 
per  cent,  of  it  is  done  on  special ;  of  course,  that  would  be 
the  rule,  according  to  your  theory. 

Q.  And  the  tariff  would  be  the  exception  ?  A.  According 
to  your  story. 

Q.  What  is  the  use  of  maintaining  a  tariff  if  you  don't  ad- 
here to  it?  A.  I  don't  know;  you  might  charge  a  man  five 
hundred  dollars  for  getting  up  and  making  a  speech,  and  if  I 
should  come  to  you  about  it  you  might  charge  me  a  thousand ; 
why  would  you  do  it?  because  you  think  I  can  stand  it. 

Q.  All  right;  I  will  take   your  illustration;  you   do  your 
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business,  then,  upon  the  principle  that  you  have  just  men- 
tioned, because  the  business  will  stand  it?  A.  I  didn't  say 
that;  you  say  that. 

Q.  What  was  the  object  of  the  illustration,  if  you  did  not 
mean  to  convey  the  impression  to  the  Committee  that  if  I 
charge  you  a  thousand  dollars  as  against  Mr.  Depew's  five 
hundred,  I  would  do  it  because  I  thought  yon  would  stand  it  ? 
A.  Don't  you  suppose  that  every  special  rate  that  is  given  is 
given,  as  I  have  said  already,  with  a  view  to  see  how  much 
the  business  would  bear,  but  not  anything  above  the  tariff. 

Q.  But  the  general  public,  that  don't  complain,  is  called 
upon  to  pay  the  tariff  rate,  isn't  it?     A.  Yes. 

Q.  What  notice,  if  any,  do  you  send  out  to  the  world,  by 
which  shippers  at  all  these  points  may  know,  that  they  can 
make  special  rates  at  your  office?  A.  That  is  generally  known 
all  through  the  State ;  we  don't  advertise  the  notice  ;  if  a  man 
is  going  to  move,  and  he  has  got  a  car  load  of  goods  to  move, 
his  furniture,  he  comes  down  and  gets  a  rate  on  it ;  if  a  man 
is  going  to  move  from  Syracuse  to  Lockport,  or  from  one  place 
to  another  anywhere  around  the  State,  he  comes  down  to  the 
road  to  get  a  special  rate  on  it ;  if  he  moves  from  here  up  to 
any  part  of  the  country,  he  comes  in  the  office  to  get  a  special 
rate. 

Q.  I  have  shown  you  a  letter  of  Mr.  Goodman's  in  which  he 
refused  a  special  rate  ?  A.  That  may  be;  he  says  they  had 
just  changed  the  tariff,  and  he  was  satisfied  that  that  was  low 
enough  for  that  man's  business. 

Q.  So  that  the  matter  is  practically  left  entirely  to  Mr. 
Goodman's  discretion  whether  or  not  a  special  rate  shall  be 
given  in  any  particular  case  ?  A.  You  may  say  that  if  you 
please. 

Q.  Do  you  say  that  ?  A.  You  say  it ;  Mr.  Goodman 
is  the  subordinate  of  Mr.  Clark,  who  is  a  subordinate  of  Mr. 
Eutter,  and  he  is  presumed  to  act  on  instructions  from  those 
gentlemen,  and  if  there  is  anything  comes  up  on  which  Mr. 
Eutter  wants  to  consult  me,  he  comes  to  me. 

Q.  So  in  any  special  case  you  don't  know  what  was  the  pre- 
vailing motive  to  make  the  special  rate,  unless  it  comes  to  you 
in  that  way?  A.  No  ;  those  gentlemen  have  had  a  great  deal 
of  experience,  and  we  trust  that  business  to  them. 

Q.  ilave   you  ever   made   any  inquiry  as   to  the  effect  of 
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special  rates  upon  business  that  did  not  receive  special  rates  ? 
A.  I  don't  know  that  I  get  your  meaning. 

Q.  For  instance,  if  you,  as  a  common  carrier,  carry  goods 
for  one  man  to  Syracuse  at  nine  cents  a  hundred,  and  charge 
another  man  thirty  cents  a  hundred,  or  twenty-eight  cents  a 
hundred  for  the  same  goods,  have  you  ever  made  any  ex- 
amination of  whether  or  uot  it  tends  to  make  practically  a 
monopoly  of  the  one  man's  business  and  drives  the  other  man, 
to  whom  you  do  not  give  such  a  special  rate,  out  of  the  busi- 
ness? A.  The  people  themselves,  in  tbat  business,  look  after 
that  pretty  well. 

Q.  You  don't  look  after  that  for  them  ?  A.  I  don't  know 
that  we  do. 

Q.  You  don't  feel  yourselves  charged  to  do  that?  A.  "Well, 
I  am  not  going  to  say  that ;  [  can't  tell  what  Mr.  Rutter  feels 
himself  charged  with  ;  it  is  his  business  to  look  after  that. 

Q.  I  am  speaking  of  you  now,  because  Mr.  Rutter  has  given 
us  whatever  information  he  had;  in  answer  to  questions  ?  A. 
Very  well ;  I  haven't  any  information  on  that  subject. 

(v).  You  have  never,  as  President  of  the  railroad  gone  through 
the  State  of  New  York  for  the  purpose  of  ascertaining  what 
the  effect  of  special  rates  has  been  upon  the  people  of  the 
State  ?     A.  I  have  heard  a  great  deal  about  special  rates. 

Q.  You  are  not  answering  my  question  ;  have  you  or  have 
you  not  gone  through  the  State  with  a  view  of  ascertaining 
what  the  effect  of  the  special  rates,  that  you  have  been  giving 
for  the  past  five  or  six  years,  has  been  upon  the  business  of 
the  communicy?  A.  I  have  talked wi*h  merchants  indifferent 
places  about  their  business,  and  about  rates  and  so  on,  and 
have  found  a  very  general  satisfaction  with  the  way  the  busi- 
ness was  done. 

Q.  The  merchants  you  have  talked  with  were  the  merchants 
that  had  special  rates,  weren't  they?     A.  On  our  road? 

Q.  Yes  ?  A.  I  don't  know  whether  they  had  on  ours  or  on 
the  E lie. 

Q.  The  merchants  who  are  so  close  to  you  as  to  converse 
with  you  upon  those  subjects,  would  very  naturally  know  that 
they  could  get  special  rates  it  they  wanted  them?  A.  I  sup- 
pose so. 

Q.  And  they  were  satisfied?     A.  Yes,  sir. 

22 
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Q.  Have  you  ever  ascertained-  what  the  effect  of  special 
rates  has  been  in  Syracuse  ?     A.  In  what  respect? 

Q.  In  respect  to  creating  a  monopoly  of  a  particular  busi- 
ness, and  driving  other  people  out  of  business?  A.  I  never 
had  any  complaint. 

Q.  You  have  never  taken  any  trouble  to  ascertain?  A.  I 
know  people  in  Syracuse  and  have  talker!  with  them,  and  the 
manner  of  our  doing  business  and  so  on  has  been  generally 
commended. 

Q.  By  those  who  had  special  rates  ?  A.  No ;  people  who 
had  not  any  rates  at  a  1. 

Q.  Have  you  ever  talked  with  anybody  who  had  not  a  spe- 
cial rale,  who  commended  the  manner  of  your  doing  business 
by  giving  a  special  rate  to  other  people?  A.  Yes;  a  good 
many  people  have  come  to  me,  unsolicited  by  me  at  all,  and 
have  complimented  me  on  the  manner  in  which  our  business 
has  been  done  for  the  last  five  or  six  years,  that  there  was  no 
complaint  throughout  the  State,  and  everybody  was  satisfied — 
hundreds  of  them. 

Q.  Were  those  people  who  had  special  rates  or  not  ?  A.  I 
don't  know  anything  about  it ;  I  don't  know  whether  they  were 
in  business. 

Q.  If  they  were  not  in  business,  what  were  their  opinions 
worth  ?     A.  I  consider  every  man's  opinion  worth  something. 

Q.  Whether  he  is  in  business  or  not?  A.  Certainly  ;  he  ex- 
presses his  opinion,  I  suppose  from  a  general  conviction  that 
he  had  in  conversation  with  his  neighbors  and  friends  ;  I 
have  been  greatly  complimented  on  the  manner  in  which  our 
freight  business  has  been  conducted  through  the  State,  more 
so  than  anything  else  we  have  had  since  I  have  been  connected 
with  the  road. 

Q.  Was  Crouse  one  of  those  people  ?  A.  I  don't  know  Mr. 
Crouse. 

Q.  I  see  on  this  Exhibit  No.  2  that  Crouse  of  Utica  gets  a 
rate  of  9  cents  tor  groceries,  and  Crouse  of  Syracuse  gets  a 
rate  of  9  cents  a  hundred?     A.  I- n't  it  the  same  man? 

Q.  No ;  it  is  John  Crouse  &  Co.,  and  the  other  is  D.  Crouse  ; 
there,  distance  does  not  come  in  in  making  the  special  rate  ? 
A.  Well,  we  got  it  right  down  to  hard  pan ;  that  was  the  low- 
est we  could  do  it  for ;  it  probably  didn't  cost  any  more  to 
take  it  to  Syracuse  than  to  Utica. 
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Q.  It  don't  cost  any  more  to  haul  a  longer  distance  than  a 
short  ooe  ?  A.  It  probably  did  not  there ;  Mr.  Grouse  at 
Syracuse  probably  had  a  very  much  larger  quantity  than  the 
other  man. 

Q.  Does  it  cost  any  more  to  haul  a  long  distance  than  a 
short  one  ?  A.  Of  course  it  would  cost  more ;  we  had  cars 
going  over  that  road  every  day,  and  the  magnitude  of  Mr. 
John  Grouse's  business  was  such  it  was  important  we  should 
have  it  if  we  didn't  make  a  cent  on  it ;  we  think  it  best  to 
keep  on,  may  be,  doing  his  business  at  just  about  cost. 

Q.  Then  no  part  of  your  dividend  of  eight  per  cent,  upon 
your  stock  or  interest  upon  your  bonds  is  paid  by  Mr.  Grouse  ? 
A.  It  was  not  out  of  auy  love  for  Mr.  Crouse  that  we  made  that 
rate. 

Q.  But  if  you  were  doing  it  at  the  cost  of  transportation 
no  part  of  the  dividend  that  you  are  paying  on  your  stock 
or  the  interest  that  you  are  paying  on  your  bonds  is  paid  by 
Mr.  Crouse?     A.  Nobody  can  tell  about  that. 

Q.  Can  you  answer  that  question  ?     A.  What  is  it  ? 

Q.  If  you  do  a  business  at  cost  for  Mr.  Crouse,  no  part  of 
the  interest  upon  your  bonds  or  dividends  upon  stock  of  your 
road  is  paid  by  Mr.  Crouse  ?  A.  I  didn't  say  we  were  doing 
it  at  cost ;  I  said  it  was  very  low,  and  the  question  is  whether 
there  was  any  profit  in  it. 

Q.  If  there  is  no  profit  in  it,  if  that  opinion  of  yours  is  cor- 
rect, then  no  part  of  the  interest  on  your  bonds  or  dividends 
upon  your  stock  is  paid  by  Mr.  Crouse  ?  A.  I  don't  know 
about  that ;  supposing  we  carried  5U,000  tons  of  goods  for 
other  people  because  we  had  that. 

Q.  Explain  to  us' how  you  would  be  doing  it  because  you 
had  that  ?  A.  A  good  many  people  ship  their  goods  in  the 
same  way,  probably,  that  Mr.  Crouse  does  because  he  does  ; 
if  you  are  going  to  Albany  and  a  lot  of  gentlemen  are  along, 
you  might  be  a  deadhead  and  pay  nothing,  and  carry  the  other 
gentlemen  along  with  you,  and  we  might  afford  to  give  you  a 
ticket. 

Q.  Then,  Crouse  is  a  sort  of  decoy  duck  ?  A.  I  don't  say 
that ;  I  don't  know  anything  about  it. 

Q.  You  don't  publish  his  rate  to  the  world?  A.  I  don't 
say  Mr.  Crouse  was  a  decoy  duck. 
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Q.  That  is  the  effect,  isn't  it  ?  A.  No ;  we  want  his  busi- 
ness, and  we  try  to  keep  it ;  it  is  an  advantage  to  us  to  have  it. 

Q.  You  do  not  publish  the  rate  you  give  to  Crouse  to  all 
the  world  ?     A.  Not  at  all ;  that  is  not  necessary. 

Q.  You  did  not  want  the  world  to  know  what  it  was  ?  A. 
You  say  we  did  not. 

Q.  Did  you  ?     A.  I  don't  know. 

Q.  Are  not  those  special  contracts  given  with  an  under- 
standing, expressed  or  implied,  that  they  are  to  be  kept 
secret  ?  A.  It  seems  they  have  not  been  kept  secret ;  you 
have  found  them  out. 

Q.  Isn't  it  true  that  either  expressed  or  implied  there  is  an 
understanding  as  to  secrecy  in  reference  to  these  special 
rates  ?     A.  In  some  cases  there  may  be  ;  in  other  cases  not. 

Q.  In  the  main,  isn't  that  so?  A.  I  think  it  is  generally 
understood  throughout  the  State  and  everywhere  else,  not  only 
in  this  State  but  every  State,  that  al)  railroads  make  special 
rates  to  the  manufacturers  and  shippers  along  their  lines ; 
large  shippers ;  I  don't  think  the  business  can  be  done  out- 
side of  it. 

Q.  You  thought  so  once  as  to  through  traffic,  that  the  busi- 
ness could  not  be  done  except  by  special  sates,  and  you  gave 
that  up  ?  A.  Very  well ;  why  ;  it  got  to  a  point  where  there 
was  no  money  in  the  business. 

Q.  The  abuse  became  so  great  it  did  not  pay  ?  A.  The  day 
of  high  rates  has  gone  by,  and  the  railroad  men  have  come  to 
that  conclusion  ;  got  to  make  money  now  on  the  volume  of  the 
business. 

Q.  Isn't  it  possible  that  you  may  equally  come  to  the  con- 
clusion that  is  a  mistake  to  give  special  rates  as  to  local 
traffic  ?  A.  I  don't  think  that  any  body  of  men  looking  into 
the  subject  will  come  to  any  such  conclusion  at  all ;  I  think 
they  will  think  the  nature  of  the  business  is  such  that  it  has 
got  to  be  done  that  way,  without  any  competition  at  all. 

Q.  Does  not  that  leave  you  practically  in  the  position  of 
determining  whether  one  man  at  a  place,  where  you  have  the 
mouopoly  of  the  carrying  trade  shall  succeed  and  another 
man  shall  fail  to  succeed  ?  A.  If*  there  is  any  place 
on  our  line  of  road — and  there  are  many — where  there  is 
no  competition  at  all,  and  there  is  a  large  manufacturer,  and 
we  have  deprived  him  of  the  means  of  competing  with  his 
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neighbor  who  lives  five  miles  off,  but  had  means  of  competi- 
tion, then  there  ■would  be  something  in  it ;  I  am  not  aware 
that  there  is  any  such  place. 

Q.  There  may  be  such  a  place  without  your  being  aware  of 
it  ?     A.  There  might  be,  but  I  hardly  think  so. 

Q.  Take  the  case  on  an  ordinary  highway  where  toll  is 
charged  for  wagons  and  carriages  passing  to  and  fro,  would 
you  consider  it  proper  that  persons  in  charge  of  that  highway, 
should  be  permitted  to  charge  one  rate  to  one  man's  carriage 
passing,  and  one  rate  to  another  man's  carriage  passing,  and 
another  rate  to  another  man's  carriage  passing,  and  make 
differential  rates  just  as  they  see  fit  ?  A.  Suppose  I  lived  on 
that  road,  and  I  took  a  contract  to  cut  down  a  bank,  and  I  had 
two  or  three  thousand  loads  to  carry  over  that  road,  I  should 
expect  lower  rates,  and  get  them,  too ;  that  is  a  universal 
principle  acknowledged  by  everybody. 

Q.  Mr.  Goodman  tells  us  that  a  special  rate  does  not  de- 
pend upon  the  volume  of  a  man's  traffic  ;  do  you  think  it  does  ? 
A.  I  am  not  going  to  say  whether  I  think  it  does,  or  not ;  if 
Mr.  Goodman  expressed  that  opinion,  he  had  a  good  reason  for 
it,  if  you  had  asked  him  for  the  reason. 

Q.  I  have  no  doubt  that  you  have  every  confidence  in  Mr. 
Goodman  ;  but  tell  me  this  :  the  special  rate  which  is  given  by 
your  company  to  a  particular  man,  on  the  understanding  that 
he  is  not  to  ship  by  canal ;  what  is  the  object  of  that  ?  A.  A 
special  rate  to  do  what  ? 

Q.  Special  rate  given  him  on  the  basis  that  he  is  not  to  ship 
by  canal  during  the  summer  ?  A.  We  make  a  contract  with 
him  for  his  business  the  year  round ;  we  want  all  his  business 
— not  only  the  canal  or  the  Delaware  and  Lackawana  or  any 
other  point;  we  would  say  :  "You  are  not  to  give  your  busi- 
ness to  any  other  mode  of  conveyance,  provided  we  give  it  to 
you  at  such  a  rate  for  the  year." 

Q.  Don't  you  know  that  the  millers  of  Rochester  have  made 
application  to  you  for  special  rates  to  meet  competition  west, 
so  as  to  enable  them  to  go  on  with  their  milling  operations  ? 
A.  I  don't  know  it,  but  I  suppose  it  is  so  ;  what  then? 

Q.  Why  did  you  refuse  them  such  a  rate  as  would  enable 
them  to  proceed  profitably  with  their  milling  ?  A.  We  have 
no  arrangements  with  any  of  the  western  roads ;  the  roads 
have  declined  to  give  us  any  arrangements  by  which  we  can 
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make  contracts  for  any  local  business  between  points  on  our 
toad  and  points  on  theirs;  they  insist  upon  theirs  and  we  get 
our  local  rate  to  the  terminal ;  we  will  make  a  contract  with  Mr. 
Willard  for  his  business  from  the  point  where  the  business 
oiiginates  to  our  terminal. 

Q.  There  are  special  contracts  on  that  Exhibit  No.  2,  running 
from  local  points  on  your  road  to  local  points  on  roads  in  other 
States,  made  by  Mr.  Goodman?  A.  J3y  special  agreement 
with  the. other  roads. 

Q.  Why  cannot  that  be  done  in  every  instance  as  it  has  been 
done  in  those  instances  ?     A.  I  don't  know. 

Q.  Then  there  is  not  any  other  reason  than  the  one  you  have 
just  mentioned  why  it  is  that  the  milleis  atJlochester  have  been 
compelled  to  dry  up  and  movs  away  ?  A.  The  roads  west  have 
declined  that  for  several  years,  but  the  millers  of  Rochester 
can  get  an  agreement,  with  us,  on  application,  and  have  had, 
by  whicb  they  can  ship  this  wheat  from  points  west  to  the 
mills,  there  take  it  and  grind  it  into  flour  and  put  that  flour 
into  a  car  and  send  it  to  New  York,  for  about  five  cents,  I 
think  it  is,  additional  charge  ;  convert  their  grain  into  flour 
and  send  it  to  New  York  ;  and  I  think  it  is  about  five  cents  a 
barrel,  is  it  not,  Mr.  Clark  ? 

Mr.  Clark — We  have  not  done  that  for  a  number  of  years. 
There  have  been  some  negotiations  bearing  upon  that  question 
and  they  are  not  completed  yet ;  but  it  ought  to  be  more  than 
five  cents,  for  the  reason  it  costs  seven  cents  a  barrel  to  de- 
liver it,  after  we  get  it  to  New  York.  Taking  it  in  that  way  we 
lose  on  it. 

Q.  You  want  to  correct  your  statement  unless  Mr.  Clark's 
statements  are  in  the  minutes  ?     A.  Leave  out  the  five  cents. 

Q.  At  a  difference?  A.  Yes  ;  5  cents  a  hundred  ;  that  would 
be  10  cents  a  barrel. 

Mr.  Clakk — I  supposed  you  meant  a  barrel. 

Mr.  Witness — No  ;  5  cents  a  hundred. 

Q.  Haven't  you  carried  flour  from  Chicago  and  Milwaukee 
to  New  York  for  10  cents  a  hundred  ?  A.  Flour,  I  have  not 
heard  of  any  ;  may  have  done  it;  carried  it  as  low  as  the  other 
roads  did. 

Q.  What  is  the  lowest  rate  you  have  known  for  flour  from 
the  West  to  New  York  ?  A.  I  have  seen  it  in  the  newspapers 
that  they  have  carried  as  low  as  10  cents ;  I  don't  know  that  we 
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had  any  of  it ;  when  it  gets  as  low  as  that  we  try  to  get  the 
other  purties  to   carry  it ;  we  make  bids,  but  we  don't  carry  it. 

Q.  That  is  becauss  you  cannot  carry  at  a  profit?  A.  That 
is  because  there  is  no  money  in  it. 

Q.  When  you  say  there  is  no  money  in  it,  you  mean  the 
cost  of  transportation  exceeds  the  rate  of  freight?  A.  That 
is  a  mere  matter  of  opinion  ;  we  cannot  tell  what  it  costs  ; 
nobody  can  tell  what  it  costs  to  carry  freight. 

Q.  Do  yon  mean  to  say  you  do  not  know  what  it  costs  you 
to  carry  from  Chicago  to  New  York  ?     A.  Yes,  sir. 

Q.  You  don't  know  what  it  costs  you  to  carry  from  Buffalo 
to  New  York  ?     A.  Yes,  sir. 

Q.  You  don't  know  what  it  costs  you  to  carry  from  Albany 
to  New  York  ?     A.  Yes,  sir. 

Q.  You  don't  know?     A.  No;  nor  anybody  else. 

Q.  Have  you  ever  taken  the  trouble  to  ascertain  ?  A.  It  all 
depends  on  how  much  you  carry  and  the  price  you  get  for 
carrying. 

Q.  Have  you  ever  taken  the  trouble  to  ascertain  how  much 
it  costs  you  to  carry  your  fourth  class  goods  from  point  to 
point  ?  A.  I  have  heard  people  talk  a  great  deal  about  it, 
and  taked  about  it  myself,  and  thought  a  good  deal  of  it,  but 
it  is  no  use  trying  ;  about  all  we  know  now  is,  we  carry  the 
goods  as  they  come  along,  and  if  the  money  is  in  the  treasury, 
we  have  it  to  pay  our  dividends;  nobody  can  tell  what  it  costs. 

Q.  Then  your  business  is  done  without  the  slightest  rela- 
tion to  cost?  A.  It  is  all  in  competition,  the  way  it  has  been 
for  three  or  four  years. 

Q.  Do  you  know  whether  you  have  made  a  loss  or  a  profit 
on  your  through  traffic  for  the  last  few  years  ?  A.  We  know 
we  have  made  a  profit  on  the  whole. 

Q.  You  don't  know  whether  you  have  made  a  profit  or  a 
los}  on  the  through?     A.  Oh,  yes,  we  think  we  have. 

Q.  Do  you  think  you  have  made  a  profit  on  the  through  ? 
A.  We  think  we  have  ;  we  don't  know  positively ;  on  a  great 
deal  of  it. 

Q.  Do  you  thiuk  you  made  more  profit  on  your  through 
than  you  made  losses  on  your  through  ?  A.  I  don'tknow  ;  we 
have  done  a  great  deal  of  business  for  nothiug. 

Q.  You  have  done  a  great  deal  of  business  for  nothing; 
what  makes  you  think  you  are  doing  a  particular  line  of  busi- 
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ness  at  a  profit  or  loss  if  you  don't  know  what  it  costs  you  to 
carry  ?  A.  We  know  what  our  expenses  are  and  what  our  re- 
ceipts are. 

Q.  For  instance,  you  have  stated  when  you  have  seen  in  the 
newspapers,  that  the  rate  was  reduced  to  11  cents  a  hundred 
from  Milwaukee,  or  10  cents  a  hundred,  that  you  rather  have 
the  others  carry  it ;  you  would  make  bids  for  it,  but  you  would 
not  carry  it  ?     A.  Not  if  we  could  help  it. 

Q.  Then  you  must  have  come  to  the  conclusion  that  the 
rate  was  a  losing  rate,  didn't  you?  A.  We  came  to  the  con- 
clusion that  there  was  not  much  money  in  that ;  yes,  sir. 

Q.  Where  is  the  rate  at  which  there  is  not  much  money  in 
it — where  does  that  begin?  A.  I  don't  know  ;  those  kind  of 
things,  you  know,  have  occurred ;  those  rates  have  ruled  may 
be  30  to  GU  days  in  a  year. 

Q.  Those  low  rates  ?  A.  Yes,  sir  ;  those  kind  of  rates  rule 
from  3D  to  (i0  days  in  a  year,  and  they  get  so  low  none  of  the 
roads  can  stand  it,  just  like  any  other  class  of  business,  and  they 
necessarily — it  is  only  a  question  of  time,  they  have  to  give  up, 
because  all  the  roads  would  go  into  bankruptcy ;  there  is  no 
doubt  about  that,  and  that  brings  the  managers  of  the  com- 
panies together,  and  they  say — they  don't  say  so  to 
each  other,  for  no  one  will  admit  that  they  have  got  hurt,  but 
the  general  conclusion  is,  that  something  has  got  to  be  done, 
and  they  put  the  rates  up  to  what  they  can  ,ive  at,  and  then 
that  goes  into  the  whole  receipts  of  the  year — that  30  days  busi- 
ness or  60  days  business. 

Q.  That  loss  ?  A.  Whatever  it  may  be,  loss  or  profit ;  there 
is  no  question  but  there  is  a  great  deal  of  business  done  at  a 
loss. 

Q.  You,  as  a  manager  of  a  leading  railroad  of  this  country, 
certainly  must  know,  it  seems  to  me,  what  the  point  is  when 
you  are  doing  your  business  at  a  loss,  and  what  the  point  is 
when  you  are  beginning  to  do  your  business  at  a  profit,  and 
what  your  rate  is  between  Chicago  and  New  York  at  which 
you  are  doing  your  business  at  a  loss  or  profit?  A.  Suppose 
I  do,  what  then  ? 

Q.  I  should  like  to  have  the  Committee  know  it  ?  A.  I  can't 
tell  them ;  I  thought  you  would  ask  me  if  I  would  stop  doing 
business  at  that  price. 

Q.  Of  course  not.     A.  Do  you  know  why  I  would  not  ? 
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Q.  I  know  why  you  would  not.  A.  Because  just  such  folks 
as  you  are  would  not  let  me. 

Q.  Of  course ;  because  you  are  a  common  carrier,  and  you 
are  bound  to  carry  it ;  can't  you  tell  this  Committee,  or  don't 
you  want  to  tell  this  Committee,  what  rate  is  a  paying  rate 
and  what  rate  is  a  non-paying  rate  ?  A.  No,  I  cannot  tell ; 
what  rate  would  be  a  paying  rate  for  the  New  York  Central 
road  would  be  a  non-paying  rate  for  a  good  many  other  roads. 

Q.  I  am  confining  the  question  entirely  to  your  own  road  ; 
what  rate  per  hundred  from  Buffalo  to  New  York  would  be  a 
paying  rate  on  corn  ?  A.  That  depends  on  the  volume ; 
how  much  business  there  was — how  many  tons  there  was  to 
carry. 

Q.  What  rate — so  that  there  shall  be  no  element  of  uncer- 
tainty in  the  question — what  rate  was  a  paying  rate  in  the 
summer  of  1878  to  your  road  from  Buffalo  to  New  York  of  a 
haul  of  cereals  of  any  kind — corn  or  wheat  ?  A.  Well,  a 
cent  a  ton  a  mile. 

Q.  That  would  be  a  paying  rate  ?     A.  Yes,  sir. 

Q.  What  rate  would  be  a  losing  rate  ?     A.  I  don't  know, 

Q.  Giving  this  Committee  the  information  that  a  cent  a  ton 
per  mile  would  be  a  paying  rate,  would  be  no  information,  be- 
cause five  cents  a  ton  per  mile  is  also  a  paying  rate  ?  A.  A 
cent  a  ton  per  mile  to  a  great  many  roads  west  would  not  pay 
them  at  all. 

Q.  Would  half  a  cent  a  ton  per  mile  be  a  paying  rate  on  the 
New  York  Central  Road  ?  A.  With  all  our  power  and  with 
all  our  cars,  and  everything,  going  ? 

Q.  On  the  business  of  the  summer  of  1878,  for  the  drawing 
of  flour  and  grain  ?     A.  Carrying  both  ways  ? 

Q.  Half  a  cent  a  ton  a  mile  from  Buffalo  to  New  York? 
A.  One   way,   and  nothing  to  go  back — no,  I  don't  think  so. 

Q.  Taking  into  consideration  the  volume  of  your  business  ; 
back  in  the  summer  of  1878,  would  half  a  cent  a  ton  per  mile 
be  a  paying  rate  just  as  it  was  at  that  time  ;  was  or  was  it  not 
a  paying  rate  ?  A.  I  can't  tell ;  I  would  not  want  to  do  it  at 
that  and  guarantee  it  to  pay. 

Q.  At  what  point  between  half  a  cent  a  ton  per  mile  and  a 
cent  a  ton  per  mile  would  you  want  to  do  it  ?  A.  As  I  said 
before,  it  depends  on  what  there  was  of  it. 

Q.  On  the  business  of  the  summer  of  1878 ;  suppose  the 
23 
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business  of  the  summer  of  1878,  were  to  be  duplicated,  at  what 
rate  would  you  contract  to  do  it ;  at  the  lowest  rate  ?  A.  If  I 
entered  into  a  contract  I  would  want  a  cent  a  ton  per  mile. 

Q.  What  profit  would  that  cent  per  ton  pay  you  if  the  busi- 
ness of  1878  were  to  be  duplicated  ?  A.  I  can't  tell  for  I 
don't  know  what  it  would  cost. 

Q.  Have  you  any  guess  or  any  conjecture  to  give  to  this 
Committee  as  to  what  it  costs  ?  A.  No ;  I  think  it  might  be 
done  for  a  cent  a  ton  a  mile. 

Q.  When  the  rate  is  10  cents  a  hundred  from  Chicago  to 
New  York,  the  proportion  of  the  New  York  Central  of  that  10 
cents  a  hundred  is  4  and  a  fraction,  isn't  it  ?     A.  4^,  I  think. 

Q.  That  is  4^v  cents  ?     A.  Yes,  sir. 

Q.  Is  that  a  paying  rate  ?  A.  A  cent  a  ton ;  10  cents  a 
hundred. 

Q.  4TV?    A.  I  think  not. 

Q.  From  Buffalo  to  New  York  ?  A.  Ten  cents  a  hundred ;  no. 

Q.  Is  15  cents  a  hundred  a  paying  rate  from  Chicago  to  New 
York  ?     A.  I  don't  want  the  business  at  that  price. 

Q.  Twenty  cents  a  hundred  ?  A.  That  is  about  the  lowest ; 
that  is  about  the  bottom  rate. 

Q.  When  you  speak  of  the  bottom  rate,  you  mean  that  is 
about  the  rate  that  it  would  pay  your  road  to  carry  it  ?  A. 
That  we  think  it  would ;  it  is  only  guesj  work ;  we  don't  know. 

Q.  You  have  in  mind,  in  giving  that  answer,  paying  the  in- 
terest on  bonds  and  dividends  on  stock  ?     A.  Yes,  sir. 

Q.  Twenty  cents  a  hundred  would  give  your  road  9  and 
some  odd  cents  a  hundred  for  the  haul  from  Buffalo  to  New 
York?     A.  Yes,  sir. 

Q.  And  therefore  9  and  some  fraction  of  a  cent  per  hundred 
from  Buffalo  to  New  York  is,  according  to  your  mind,  a  paying 
rate  ?  A.  That  is,  at  the  present  manner  of  loading  cars — 15 
tons  to  the  car. 

Q.  You  have  entered  into  no  computation  as  to  whether  the 
amount  you  charge  the  Standard  Oil  Company  pays  or  does 
not  pay  your  company  ?  A.  Well,  I  used  to  think  a  good  deal 
about  that  in  the  first  intsance. 

Q.  Can  you  give  the  Committee  the  benefit  of  your  thinking 
on  that  point  ?  A.  Well,  I  was  disgusted  myself ;  when  I  first 
commenced,  I  stood  out  on  that ;  the  consequence  was,  I  did 


1297 

not  get  any  of  the  business  for  two  years,  and  finally  I  had  to 
do  the  business  at  the  same  rate  the  other  companies  did. 

Q.  Tou  do  not  answer  my  question ;  I  asked  you  whether 
you  ever  entered  into  a  computation  as  to  whether  the  rate  at 
which  you  were  doing  the  Standard  Oil  business  pays  or  does 
not  pay  your  company  ?  A.  I  don't  know  what  we  are  "doing 
it  for. 

Q.  Tou  don't  know  what  you  are  doing  it  for  ?     A.  No. 

Q.  When  did  you  last  know  what  you  were  doing  it  for  ?  A. 
Well,  some  months  ago ;   I  turned  that  over  to  Mr.  Butter. 

Q..  What  was  the  rate  then  per  barrel?     A.  I  can't  say. 

Q.  Don't  you  know  ?     A.  No. 

Q.  Don't  actually  know  ?     A.  No  ;  I  do  not  actually  know. 

Q.  You  were  not  then  disgusted  with  the  rate  ?'  A.  Have 
not  had  anything  to  do  with  the  Standard  Oil  Company  for  a 
good  while. 

Q.  Do  you  mean  to  say  you  have  not  carried  oil  for  them  ? 
A.  The  road  has,  but  individually  I  am  out. 

Q.  To  go  back  one  moment  more  to  that  special  rate  matter ; 
you  stated  that  whoever  did  a  large  business  could  get  a 
special  rate  over  your  road  ;  how  do  you  explain  the  fact  that 
Babbitt  &  Company,  the  great  soap  manufacturers,  of  New 
York  City,  for  instance,  as  they  have  testified  here,  could  not 
get  the  same  rate  over  your  road  that  is  given  to  Grouse  for  the 
same  amount  of  shipment  ?  A.  When  you  spoke  of  the  Stand- 
ard Oil  Company — will  you  permit  me  to  make  a  remark  about 
that  ? 

Q.  I  will  give  you  abundant  opportunity  ;  I  am  coming  back 
to  that ;  how  does  it  come  that  Babbitt  &  Company,  the  great 
soap  manufacturers  in  New  York  City,  could  not  obtain  from 
your  railway  company,  as  they  have  testified  here,  the  same 
rate  that  Crouse  obtained  on  the  same  shipment — precisely 
the  same  volume  ?  A.  Well,  I  guess  if  they  testified  to  that, 
no  doubt  they  thought  it  was  so,  but  when  you  come  to  ask 
our  people  they  would  tell  you  why. 

Q.  Your  people  had  an  opportunity  to  cross-examine  them 
when  they  were  on  the  stand  ?  A.  I  guess  you  will  find  that 
no  one  concern — that  is  our  orders — can  ship  anything  over 
our  road  that  another  concern  cannot  ship  the  same  way. 

Q.  Is  that  you  opinion  ?  A.  Yes,  sir  ;  on  application,  the 
Standard  Oil  Company  and  everybody  else. 
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Q.  I  am  speaking  of  your  special  rates  throughout  the  State  ? 
A.  I  think  you  will  find  that  that  prevails  on  the  road. 

Q.  If  you  give  a  special  rate  to  everybody  who  chooses  to 
apply  for  it,  tell  me  why  you  maintain  a  schedule  rate  at  all, 
which  differs  so  largely  from  the  special  rate  ?  A.  Well,  there 
are  a  good  many  people  ;  I  might  go  to  a  place  and  I  might 
want  to  ship  a  horse  or  a  carriage,  or  a  barrel  of  fruit  or  any- 
thing else  to  a  place,  and  I  would  want  to  know  what  it  would 
cost  me ;  I  would  pick  up  a  tariff  and  I  would  see  what  it  cost, 
and  if  I  was  a  resident  of  that  place,  and  was  in  the  habit  of 
shipping  every  day  or  two,  or  two  or  three  times  a  week,  I 
would  apply  and  get  a  special  rate  ;  whereas  if  I  was  a  casual 
shipper  I  would  probably  pay  tariff. 

Q.  If  any  difference  ought  to  be  made  by  reason  of  a  regu- 
larity of  shipment,  what  difference  ought  it  to  be  ?  A.  I  can't 
tell,  every  case  differs  ;  no  man  can  tell  that. 

Q.  Every  case  stands  on  its  own  bottom  ?     A.  Tes,  sir. 

Q.  You  cannot  make  any  classification,  you  think,  dependent 
on  volume  of  shipment,  as  you  have  made  classification  de- 
pendent on  all  the  variety  of  goods  that  exist  in  this  world  ? 
A.  I  can't  tell  about  that ;  I  have  not  had  much  experience  in 
that. 

Q.  You  know  there  is  a  classification — 4  different  classes  in 
which  you  railway  companies  attempt  to  classify  all  the  goods 
that  are  likely  to  be  shipped  over  railroads — isn't  that  a 
greater  difficulty  than  to  make  a  classification  as  to  volume  of 
shipment?  A.  That  is  attended  with  a  great  deal  of  diffi- 
culty, to  make  these  classifications  properly,  and  they  are  fre- 
quently changed. 

Q.  Is  not  the  difficulty  greater  to  make  a  classification  de- 
pendent upon  kinds  of  goods  than  to  make  a  classification  de- 
pending upon  volume  of  shipment  ?  A.  1  don't  know ;  I 
don't  think  I  get  your  idea. 

Q.  You  see  here  (handing  paper  to  witness)  a  couple  of 
thousand  of  articles  enumerated  under  your  various  classifica- 
tions ?  A.  All  right ;  there  are  not  so  many  as  that ;  but  call  it 
a  quarter  of  a  thousand. 

Q.  A  thousand  articles  enumerated  under  your  classification  ? 
A.  Probably,  300. 

Q.  Could  you  not  make  much  more  readily  a  classification 
dependent  upon  volume  of  shipment  than  that  classification 
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that  is  there,  from  place  to  place  ?     A.  Well,  we  might ;  that 
would  not  suit  the  shippers. 

Q.  Would  it  not  suit  the  shippers  a  great  deal  better  than  an 
arbitrary  rate  resting  in  the  head  of  Mr.  Goodman  ?  A.  No  ; 
I  think  not ;  here,  you  take  this  paper  and  look  it  over ;  Mr. 
Crouse,  you  have  cited  him,  is  a  large  merchant  in  the  interior  of 
the  State,  doing  a  very  large  business  ;  three-fourths  of  his 
business,  four-fifths  of  it  probably,  is  in  4th  class  freight,  what 
we  call  4th  class  business,  and  we  give  him  a  rate ;  he  don't 
want  to  be  bothered  with  that,  and  he  says  :  "  I  must  have  a 
rate  including  the  whole,"  and  in  that  case,  we  have  given  him 
that  rate. 

Q.  You  will  observe  that  your  rate  to  Mr.  Crouse  is  lower 
than  your  fourth  class  rate  for  all  classes  ?     A.  Certainly. 

Q.  So  it  is  not  an  average  rate  for  the  purpose  of  saving 
him  the  bother  of  classifying,  but  a  special  rate  made  lower 
than  the  very  lowest  rate  you  give  ?  A.  It  is  all  owing  to  the 
volume  of  business  he  does. 

Q.  Do  you  think  you  have  classified  the  business  of  Syra- 
cuse in  proportion  of  their  volume  and  given  them  all  special 
rates  in  accordance  with  their  volume  ?  A.  If  there  is  any 
other  merchant  there  who  does  as  large  a  business  as  Crouse 
he  probably  would  get  the  same  rate. 

Q.  Don't  you  prevent  a  small  merchant  from  becoming  a  big 
merchant  by  not  giving  a  special  rate  to  the  small  merchant? 
A.  I  don't  know. 

Q.  Don't  you  think  the  big  man  has  already  a  very  large 
advantage  by  reason  of  his  very  large  capital,  over  the  small 
man,  and  you  increase  that  advantage  by  giving  him  a 
rate  of  nine  cents  a  hundred,  instead  of  the  small  man  at 
twenty-two  cents  a  hundred  ?  A.  I  think  the  merchants  of 
Syracuse — any  of  them  there — they  are  all  in  competition — 
we  are  in  competition  for  their  business — they  know  it,  and 
they  avail  themselves  of  special  rates. 

Q.  You  do  not  mean  to  say  that  all  the  merchants  of  Syra- 
cuse have  special  rates  ?     A.  No  ;  I  only  take  it  off  hand. 

Q.  Those  merchants  who  have  not  special  rates,  are  not  they 
placed  at  a  very  considerable  disadvantage  compared  with  the 
man  who  has  special  rates  ?     A.  Well. 

Q.  Do  you  think  that  it  is  proper  for  a  common  carrier  to 
place  people  in  the  same  locality — both  of  them  doing  business. 
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in  the  same  locality — at  a  disadvantage  one  relatively  to  the 
other?  A.  I  do  think  it  is  perfectly  proper  for  a  common 
carrier  to  vary  his  price  according  to  the  volume  of  traffic  that 
he  has. 

Q.  Do  you  think  that  any  variation  according  to  volume  is 
proper  ?     A.  Tes,  sir. 

Q.  Any  imaginable  variation  ?     A.  No. 

Q.  What  is  your  limit  of  propriety  as  to  what  the  variation 
should  be  ?  A.  As  the  cases  arise  I  should  be  the  judge  of 
that. 

Q.  Should  it  be  any  more  than  the  mere  difference  in  the 
cost  of  the  terminal  handling  and  booking  occasioned  by 
these  smaller  shipper's  goods  as  compared  with  the  larger 
shippers  ?     A.  Well,  I  don't  know,  it  may  be  and  may  not. 

Q.  Have  yon  any  opinion  on  that  subject  of  fhe  limits  of 
that  discrimination?  A.  It  would  be  all  owing  to  the  circum- 
stances surrounding  him,  take  the  man's  position  and  situation 
into  consideration  and  then  you  take  your  own,  it  might  be  an 
object  for  us  to  do  Mr.  Crouse's  business,  and  it  might  not  be 
any  object  at  all,  to  do  some  other  man's  business  there  ;  at 
the  same  time,  if  that  man  made  an  application  to  us  to  do 
the  business  we  would  be  obliged  to  do  it,  even  if  we  didn't 
want  it,  at  a  price  that  would  approximate  Mr.  Crouse's. 

Q.  Then,  the  question  that  determines  your  conduct  in  the 
premises,  is  whether  it  is  an  object  for  you  to  do  the  busi- 
ness or  not  ?  A.  Not  at  all,  we  have  got  to  do  it,  and  we 
have  got  to  do^it  subject  to  other  people's  opinions,  and  not  our 
own  ;  we  know  very  well  that  everything  we  do  will  be  criti- 
cized ;  we  know  that ;  we  are  not  a  set  of  fools ;  we  see  what  has 
been  going  on  the  last  four  or  five  years,  and  we  do  our  busi- 
ness the  very  best  possible  way  we  can  to  meet  the  exigen- 
cies. 

Q.  What  have  you  done  in  the  past  three  or  four  years  to 
meet  the  criticism  that  has  been  made  against  your  special 
rates?  A.  We  are  trying  to  keep  the  people  satisfied  in  the 
way  we  are  doing  our  business. 

Q.  That  is  the  only  answer  you  can  make  to  that  question? 
A.  We  are  trying  to  satisfy  the  people  iu  the  manner  in  which 
we  are  trying  to  do  the  business  ;  I  don't  know  of  any  better 
answer  than  that. 
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By  the  Chairman  : 

Q.  Isn't  there  a  unit  somewhere,  at  which  volume  of  busi- 
ness ought  to  cease  to  enter  into  it,  at  which  one  man  can  obtain 
a  shipment  of  goods  as  cheaply  as  another  ?     A.  Yes,  sir. 

Q.  What,  in  your  judgment,  would  be  a  proper  unit,  say  on 
a  shipment  of  grain,  for  instance;  a  proper  limitation?  A. 
All  these  things  depend  upon  circumstances  ;  one  man  comes 
and  saj's,  "  I  want  a  thousand  car  loads  of  grain  to  go  from 
Chicago,  or  some  other  point  west,  to  New  York,  a!  d  I  want  it 
there  on  such  and  such  days,  and  I  want  so  many  cars  every 
day ;"  on  those  conditions  we  would  give  him  such  a  price  ; 
another  one  would  say,  "you  can  take  it  as  you  please  ;  take  a 
month  to  carry  it  if  you  want  to  ;"  we  would  give  him  another 
price. 

Q.  Suppose  there  were  two  men,  and  one  man  wanted  to 
ship  a  thousand  car  loads  and  another  man  one  hundred  car 
loads,  under  precisely  the  same  circumstances,  ought  not  the 
one  hundred  car  loads  to  be  taken  as  cheaply  as  the  thousand? 
A.  From  the  same  point? 

Q.  Yes,  sir  ?     A.  Probably  it  would. 

Q.  Ought  it  not  to  be,  as  a  matter  of  right  ?  A.  That  would 
depend  entirely  upon  your  cars,  how  you  were  situated  about 
your  cars. 

Q.  I  suppose  similar  circum stances  ;  I  am  making  a  dif- 
ference now  only  in  volume  ?  A.I  will  be  frank  with  you  ; 
if  the  rate  was  a  rpte  that  was  considered  a  paying  rate, 
I  would  rather  have  the  thousand  cars ;  if  it  was  a  rate  we 
calculated  to  lose  on,  or  if  it  looked  as  if  the  rates  were  going 
to  advance,  and  plenty  of  business,  I  would  rather  have  the 
hundred  cars  ;  and  if  the  outlook  was  such  that  there  might 
be  a  break  in  the  rates,  and  the  rates  be  advanced,  we  would 
take  the  hundred  cars. 

Q.  That  is  very  true ;  that  increases  your  business,  but 
ought  not  a  man  whose  capital  will  not  permit  him  to  buy 
over  one  hundred  cars  and  will  permit  him  to  buy  that,  to  be 
put  upon  a  par  with  a  man  who  has  an  immense  capital, 
and  can  buy  a  thousand  or  a  hundred  thousand  cars  ;  in  the 
treatment  of  the  general  public,  ought  there  not  to  be  a  unit 
somewhere  at  which  one  man  can  obtain  a  shipment  just  as 
cheap  as  another  ?     A.  Yes,  when  you  get  to  that  point. 

Q.  All  considerations  alike,  except  volume  ?     A.  Yes,  sir. 
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Q.  Have  you  thought  at  what  point  that  ought  to  be  fixed 
that  it  would  he  just  to  the  railroad's  or  right  to  the  public  to 
fix  it  ?     A.  You  are  now  referring  to  local  business  or  through. 

Q.  Through  business  ?  A.  Well,  there  are  other  people  to 
consult  besides  us  ;  on  local  business  a  man  might  say,  "I  am 
going  to  ship  regularly  over  your  road  ;  my  business  amounts 
to  so  much  per  year  ;"  that  business  would  come  with  a  regu- 
lar flow,  right  along  through  the  year,  and  amounts  to  12  or 
14  car  loads  a  day  ;  we  would  naturally  do  that  business  cheaper 
for  that  man  than  we  would  to  a  man  with  a  small  business 
aud  less  regular. 

Q.  That  would  not  come  within  the  case  I  supposed;  I  sup- 
pose all  circumstances  alike,  that  there  was  absolutely  no 
difference  in  the  case  except  volume  of  business — except  the 
amount  of  the  shipments ;  of  course  if  a  man  furnishes  a  car 
load  every  day  or  every  week  that  is  an  element  to  be  taken 
into  consideration ;  but  admitting  of  no  difference  except 
bulk,  magnitude,  volume  of  business?  A.  Well,  if  that  came 
with  a  regularity  you  know  we  would  have  notice  and  we  could 
provide,  and  we  would  provide  and  we  do  provide  cars  for  that 
business ;  there  are  several  things  that  I  could  refer  to  that 
has  been  alluded  to  here — here  is  the  Standard  Oil  Company, 
there  is  a  regular  equipment  on  our  road  provided  for  that, 
just  for  that  purpose,  and  they  have  always  been  bound  to 
keep  that  equipment  running,  keep  it  going,  and  the  equipment 
belongs  partially  to  them,  and  our  agreement  was,  "  in  case 
you  do  not  keep  your  equipment  going,  we  reserve  to  ourselves 
the  right  to  put  it  in  use  for  other  parties  ;"  give  other  parties 
— things  of  that  equipment. 

Q.  Utica  is  a  non-competing  point?  A.  No;  it  is  a  com- 
peting point ;  Utica  is  reached  by  other  roads  as  well  as  ours. 

Q.  Amsterdam  is  ?     A.  Yes,  sir. 

By  Mr.  Sterne  : 

Q.  Utica  is  not  a  pooling  point  for  the  Erie  ?     A.  No,  sir. 

By  the  Chairman  : 

Q.  Suppose  a  man  loads  for  you  one  car  every  day  from 
Amsterdam  for  New  York,  regularly,  of  a  certain  class  of  goods, 
and  another  man  loads  for  you  two  cars  every  day,  from  the 
same  point,  of  the  same  class  of  goods,  is  there  any   reason 
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under  those  circumstances  why  you  should  charge  one  man 
more  than  another?  A.  It  is  not  likely  he  would  be  charged 
more. 

Q.  As  a  principle  of  railroad  management,  ought  he  to  be, 
under  those  circumstances  ?     A.  No  ;  I  don't  know  as  he  had. 

By  Mr.  Stebne  : 

Q.  The  Chairman  has  asked  you  in  reference  to  a  unit ; 
would  not  a  car  load  be  a  proper  unit  of  charge  ?     A.  No. 

Q    You  think  not  ?     A.  No,  sir. 

Q.  Would  a  train  load  ?     A.  Yes,  sir. 

Q.  Don't  many  cars  to  many  shippers,  to  a  particular  place, 
make  up  a  train  practically,  just  as  well  as  one  train  to  one 
shipper,  at  a  particular  point?  A.  Yes,  sir  ;  but  there  is  a 
great  deal  of  difference  in  getting  it,  and  a  great  deal  of  dif- 
ference in  delivering  it ;  it  has  not  the  same  delivery  at  all. 

Q.  Are  you  familiar  with  the  opinion  of  Mr.  Adams  and  Mr. 
Nimmo  on  the  subject  of  what  the  unit  of  shipment  ought  to 
be  ?  A.  No ;  we  have  a  train  load  that  comes  once  a  week 
from  Chicago,  with  provisions  to  the  White  Star  ships  ;  it  comes 
in  a  solid  train,  and  they  know  when  they  ship  it,  exactly  what 
vessel  it  goes  to,  and  it  goes  right  down  to  the  dock  and  is  un- 
loaded. 

Q.  That  is  a  very  rare  instance  ;  a  shipment  of  that  kind? 
A.  Have  them  all  the  time  ;  all  the  year  round  ;  and  we  have 
instances  of  grain  coming,  that  comes  right  into  the  elevator, 
and  there  is  no  trouble  about  it ;  and  again  we  have  other 
cases  where  the  grain  is  not  delivered  in  the  elevator  at  all. 

Q.  Is  there  any  difference  in  the  expense  of  the  haul,  if  the 
car  is  fully  laden,  whether  that  car  is  laden  for  many  people  or 
for  one  ?     A.  In  the  expense ;  yes,  sir. 

Q.  In  the  expense  of  the  haul  ?  A.  I  don't  know  as  the  en- 
gine would  know  it. 

Q.  But  there  would  not  be  any  difference  in  the  expense  of 
the  haul  ?     A.  In  the  haul  itself. 

Q.  Yes,  sir  ?     A.  Probably  not. 

Q.  Then,  the  only  difference  in  the  expense  is  in  the  ex- 
pense of  terminal  handling  ?  A.  Well,  it  is  in  the  employment 
of  clerks,  and  notices,  and  so  on. 

Q.  That  is  all  terminal,  isn't  it  ?    A.  Yes. 
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Q.  And  booking?  A.  Yes,  sir;  at  both  ends;  terminal  at 
both  ends 

Q.  You  do  not  pretend  to  deliver  your  freight  at  the  points 
to  which  they  are  shipped,  they  are  called  for  by  the  con- 
signees?    A.  We  do  have  several  points  of  shipment. 

Q.  That  would  be  special ;  the  general  course  of  the  tariff  is, 
that  yon  carry  it  to  your  freight  depots,  and  that  the  consignees 
call  for. their  goods  ?     A.  Well. 

Q    Isn't  that  so?     A.  Generally;  yes. 

Q.  Therefore, -the  difference  would  only  be,  between  the 
large  shipper  and  the  small  shipper,  a  difference  of  terminal 
expense  mainly  ?     A.  Well.. 

Q.  Could  you  not,  in  your  freight  bills,  make  a  distinction 
between  the  haul  and  the  terminals,  and  charge  the  small 
shipper  just  so  much  more  with  a  reasonable  profit  added 
thereto,  as  it  costs  more  to  handle  his  goods  ?     A.  I  don't  know. 

Q.  Wouldn't  that  be  a  fair  thing?  A.  Charge  him  as  much 
more  as  it  costs  more'? 

Q.  With  a  reasonable  profit  on  that,  to  handle  his  goods  as 
compared  with  a  large  shipper  ?  A.  I  don't  think  that  any- 
body shipping  a  small  quantity  of  goods  on  which  he  does  not 
consider  it  worth  his  while  to  go  and  get  a  special  rate ;  I 
don't  think  there  is  any  complaint  from  those  people  of  what 
is  charged  them  in  the  tariffs  that  have  been  made  recently  ; 
for  years  past  I  have  not  heard  of  any  ;  any  complaints  of  that 
kind  that  did  amount  to  any  serious  complaint  would  result 
in  a  reduction  of  the  tariff,  if  it  is  correct  that  90  per  cent,  of 
the  business  is  done  on  special  rates,  as  you  say ;  it  would  not 
amount  to  anything  ;  that  would  not  make  any  difference 
about  that ;  if  there  was  a  complaint  that  was  really  serious, 
that  would  be. 

Q.  If  some  poor  devil  was  driven  into  bankruptcy  or  insolv- 
ency by  the  rate  and  he  did  not  know  what  hurt  him,  it  might 
amount  to  something  to  him  or  to  his  family  ?  A.  That  is 
not  the  case. 

Q.  He  might  not  know  the  practices  of  this  railway  ?  A. 
There  is  not  any  cases  of  that  kind. 

Q.  You  don't  think  there  are  ?     A.  No. 

Q.  And  if  there  were,  they  would  not  amount  to  much  ; 
have  you  any  idea  what  is,  or  what  ought  to  be  the  proper 
unit  of  shipment  ?     A.  It  all  depends  upon  circumstances. 
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Q.  Do  you  mean  to  say  you  cannot  make  a  tariff  at  all,  for 
the  State  of  New  York,  in  which  you  fix  your  rates  alike  to 
everybody  under  like  circumstances?  A.  I  don't  believe  we 
can. 

Q.  You  don't  believe  you  can  ?     A.  No,  sir. 

Q.  Have  you  ever  tried  to  do  that — to  make  a  differential 
tariff  dependent  on  the  volume  of  shipment  to  a  place,  say 
like  Utica  ?  A.  I  cannot  say  whether  we  have  or  not ;  that  is 
a  matter  that  has  not  received  my  attention  ;  it  is  a  matter 
that  receives  the  attention  of  the  parties  in  charge  of  that 
class  of  business;  that  I  cannot  say. 

Q.  Don't  you  think  it  would  be  better  to  have  a  tariff  which 
should  be  the  same  to  everybody  under  like  circumstances,  de- 
pending upon  the  difference  in  volume  of  shipment  to  the  same 
place?  A.  I  do  not  believe  you  can  n>ake  any  tariff  in  the 
world  which  is  exactly  alike  in  everything  ;  you  cannot  make 
any  tariff  on  any  railroad  that  will  satisfy  everybody. 

Q.  I  did  not  ask  you  to  state  that ;  do  you  not  think  it  would 
be  better  on  the  whole,  if  the  community  were  to  know  what 
it  was  to  pay  for  its  freight  charges?  A.  They  do  know  what 
they  pay. 

Q.  You  mean  they  know  by  your  schedule  ;  but  they  do  not 
know  what  particular  rate  Mr.  Goodman  has  in  his  head  that 
he  will  make  for  them  as  to  a  particular  shipment ;  they  do 
not  know  that,  do  they  ?  A.  If  that  particular  shipment  was 
of  interest  to  him  to  deviate  from  the  regular  rate,  he  would 
apply  to  Mr.  Goodman. 

Q.  You  don't  know  what  answer  Mr.  Goodman  is  going  to 
make  to  him  ?     A.  Of  course  not. 

Q.  Then  he  don't  know  what  rate  Mr.  Goodman  is  going  to 
fix  ?     A.  No,  sir. 

Q.  Mr.  Goodman  having  the  power  to  fix  the  rate  from 
Syracuse  at  9  cents  a  hundred  on  all  classes  as  compared  with 
the  rates  ranging  from  20  to  22  cents,  he,  of  course,  don't 
know  what  rate  he  is  going  to  get,  running  between  9  cents 
and  35  or  40  ?     A.  Well,  that  is  your  theory. 

Q.  Isn't  that  your  practice  ?     A.  No  ;  I  think  not. 

Q.  Isn't  it  the  fact,   that  a   particular   shipper A.  I 

don't  think  that  any  man  that  is  a  shipper  to  the  extent  you 
speak  of,  permits  himself  to  be  ruled  by  Mr.  Goodman  or  any- 
body else  ;  he  goes  there  and  gets  a  rate,  and  if  satisfactory  to 
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him,  he  ships,  and  if  it  is  not,  there  is  competition  to  all  points, 
and  he  ships  another  way. 

Q.  If  there  is  competition  to  all  the  points,  how  do  you 
come  to  carry  anything  by  schedule  rates  at  all  ?  A.  It 
seems  that  we  do  not  carry  only  10  per  cent.,  according  to 
your  story,  and  that  is  upon  miscellaneous  goods. 

Q.  Don't  you  think  it  will  be  better A.  In  all  your 

inquiries  into  this  business  in  the  State  of  New  York,  I  do  not 
suppose  there  is  a  place  ten  feet  square  that  has  not  been 
looked  after ;  I  would  like  to  know  if  there  is  any  manufac- 
turer in  the  State  that  has  complained  that  he  did  not  get  a 
rate  if  he  applied  for  it. 

Q.  I  have  not  applied  to  any  manufacturer  ;  I  do  not  pretend 
to  know  the  opinion  of  the  State;  I  only  get  the  information  that 
comes  to  me,  and  I  take  it ;  that  is  only  a  small  proportion  of 
the  complaints  that  are  made  in  the  State  of  New  York ;  what 
comes  to  your  ears  is  supposed  to  be  pleasant,  by  the  people 
around  you,  and  you  are  probably  complimented  for  the  man- 
agement of  the  road,  and  you  see  only  one  side  of  it ;  what 
comes  to  me  is  complaints,  and  I  do  not  pretend  to  be  the  em- 
bodiment of  all  the  complaints  that  exist,  or  even  all 
the  praise  that  is  accorded  to  you;  now,  you  have  stated 
already  that  there  is  not  any  unit  of  shipment  that  you  can 
imagine,  and  also  stated  that  you  could  not  mal^e  a  differ- 
ential tariff  upon  volume  of  shipment ;  don't  you  know 
there  is  not  a  country  on  the  face  of  the  earth,  except  this, 
where  there  is  such  a  condition  of  affairs  permitted  by  the 
common  carriers,  as  is  practiced  on  your  road,  of  making  spe- 
cial rates  to  different  shippers  without  any  tariff,  or  without 
any  adhesion  to  tariff?  A.  I  know  there  isn't  any  other 
country  like  this. 

Q.  Don't  you  know,  or  have  you  inquired,  as  a  railroad  man- 
ager, as  to  what  the  practice  is  in  other  countries  as  to  the 
management  of  railroads  ?  A.  That  is  governed  by  the  same 
system  we  are  trying  to  get  into. 

Q.  That  it  is  governed  by  a  tariff  prescribed  for  the  rail- 
roads ?     A.  It  is  governed  by  a  board  of  arbitrators. 

Q.  You  do  not  mean  to  say  that  in  other  countries  boards  of 
arbitrators  are  appointed  by  the  railroads  alone  ;  the  Govern- 
ment has  something  to  say  as  to  whom  they  shall  be  ?  A. 
That  may  be  so. 
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Q.  Don't  you  think  the  community  should  have  a  voice  in 
determining  who  the  arbitrators  should  be  in  relation  to 
railroad  management  ?  A.  I  think  if  the  railroads  can  them- 
selves agree  upon  a  set  of  men  that  have  the  confidence  of  the 
whole  community  that  it  is  very  much  better  than  for  any  public 
body  to  appoint  them,  and  if  they  fail  to  do  it,  then  I  think 
Congress  should  do  something  of  the  kind. 

Q.  You  think  Congress  has  the  power  to  regulate  your 
rates  from  Uticn  to  New  York  or  from  Syracuse  to  Utica? 
A.  Has  the  power  ? 

Q.  Do  you  think  Congress  has  the  power  to  regulate  your 
rates  from  Syracuse  to  New  York  or  from  Syracuse  to  Utica  ? 
A.  I  think  that  these  things  are  controlled  by  the  through 
rates. 

Q.  Do  you  know  the  price  of  farms  in  Kansas  ?     A.  No. 

Q.  Do  you  know  that  land  is  worth  about  $'2.50  an  acre 
there  '?     A.  I  suppose  it  is. 

Q.  Do  you  know  that  the  price  of  land  around  in  the 
neighborhood  of  Syracuse  is  worth  $150  an  acre?  A.  That 
is  when  you  want  to  sell  it ;  suppose  you  want  to  buy  it,  how 
much  is  it  worth  ? 

Q.  You  can  probably  buy  one-third  of  the  State  at  that 
rate.     A.  Well ;  what  would  the  other  two-thirds  cost  ? 

Q.  Cost  a  good  deal  more,  being  in  the  neighborhood  of 
towns  and  town  lots,  and  all  that  sort  of  thing,  and  occupied 
as  improved  farms  ;  don't  you  know  there  is  an  enormous 
difference  in  value  between  farms  in  Kansas  and  farms  in  the 
State  of  New  York  ?     A.  I  suppose  so. 

Q.  If  you  carry  the  products  of  farms  in  the  Western  States 
to  New  York  City  at  lower  rates  than  you  do  the  product  of 
farms  in  the  State  of  New  York  to  New  York  City,  don't  you  de- 
stroy the  value  of  farms  in  the  State  of  New  York  in  that  way? 
A.  I  don't  know  as  we  do. 

Q.  Would  not  that  be  the  practical  effect  of  it?  A.  I  think 
not. 

Q.  Is  it  your  opinion  that  a  farmer  in  the  neighborhood  of 
Syracuse  who  has  paid  $150  an  acre  for  his  farm,  or  $100  an 
acre,  can  successfully  compete  with  a  farmer  in  the  neighbor- 
hood of  Kansas  City,  who  has  paid  $2.50  for  his  farm,  if  yon 
carry  the  product  of  the  farm  in  Kansas  lower  to  market 
than  you  do  the  product  of  the  farm  in  the  neighborhood  of 
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Syracuse?  A.  As  you  offer  the  means  of  communication  and 
transportation,  the  farme'  in  New  York  State  will  adapt  him- 
self to  circumstances  ;  I  am  a  farmer,  and  have  been  a  farmer 
twenty-five  years. 

Q.  You  are  a  gentleman  farmer,  however  ;  you  do  not  raise 
wheat  for  the  market,  do  you  ?  A.  Yes,  I  do  ;  I  have  been  a 
farmer  and  worked  myself  the  same  as  any  other  laboring  man 
would,  for  twenty-five  years  ;  I  have  got  a  farm  that  cost 
$2,200  an  acre  and  I  can't  sell  it  for  $100  in  the  neighborhood 
of  New  York. 

Q.  On  the  line  of  the  New  York  Central  Railroad  ?  A.  No, 
sir ;  on  Staten  Island  ;  we  have  got  to  adapt  ourselves  to  cir- 
cumstances and  as  that  country  comes  in  raising  the  stuff  that 
we  are  raising,  we  have  got  to  raise  something  else. 

Q.  The  value  of  that  farm  is  determined,  not  by  its  value  as 
farming  land,  but  by  its  value  for  building  cities  ?  A.  No,  sir  ; 
it  is  farming  land  and  nothing  else. 

Q.  But  its  proximity  to  New  York  gives  it  a  special  value  for 
residences?  A.  It  is  not  good  for  anything  except  fever 
and  ague. 

Q.  You  evidently  do  not  mean  to  sell  that  farm  ?  A.  Yes 
I  do  ;  I  will  sell  it,  and  I  sell  ten  thousand  dollars  a  year  off 
it  now. 

Q.  You  say  the  farmer  has  to  adapt  himself  to  circum- 
stances ;  what  do  you  mean  by  that — move  out  west  and  buy 
a  farm  there?  A.  Got  to  raise  things  here  that  are  not  so 
much  in  competition  ;  to  adapt  his  farm  to  other  purposes. 

Q.  You  admit  that  for  the  purpose  of  raising  wheat  his  farm 
is  destroyed  ?  A.  I  don't  know  ;  I  went  through  the  State 
last  year,  and  I  met  a  farmer  on  the  cars  who  had  just  har- 
vested his  wheat,  and  I  think  he  said  he  had  thirty-five  bushels 
to  the  acre  on  about  forty  acres,  and  he  thought  that  was 
pretty  good  business,  even  though  in  the  State  of  New  York. 

Q.  You  have  stated  that  the  special  rates  are  necessary ; 
why  are  not  they  necessary  with  reference  to  the  passenger 
traffic  ?  A.I  don't  think  they  are  ;  I  am  opposing  that  all  the 
time. 

Q.  They  are  not  necessary  ?  A.  I  think  the  rate  two  cents 
a  mile  is  low  enough. 

Q.  You  don't  think  it  would  be  wise  to  remove  the  law,  or 
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rather  to  abolish  the  law  requiring  you  to  charge  but  two  cents 
a  mile  ?     A.  No  ;  we  are  satisfied  with  that. 

Q.  If  there  were  no  laws  on  that  point,  would  you  charge 
one  man  $50  to  go  to  Albany,  and  another  man  $20,  and  an- 
other man  $2,  and  another  man  nothing,  would  you  consider 
that  wise  railroad  economy  ?     A.  No. 

Q.  Would  you  consider  it  wise  railroad  economy  to  make  a 
rate  depend  on  the  number  of  his  trips  ?  A.  At  the  same  time 
if  a  man  had  a  railroad  on  the  other  <ftide  of  the  river  and  he 
did  the  same,  we  would  probably  have  to  do  it  to,  if  we  kept 
within  our  limit ;  if  he  charged  anything  below  our  limit  two 
cents  a  mile,  we  would  probably  charge  the  same. 

Q.  You  would  have  to  reduce  the  rate  ?     A.  Yes,  sir. 

Q.  Would  you  consider  it  proper  to  make  a  differential  rate 
either  depending  on  the  number  of  trips  a  man  makes  or  the 
size  of  the  party  he  carries  to  Albany  with  him  ?  A.  Yes, 
sir  ;  if  a  man  went  every  day  we  would  recognize  that. 

Q.  You  would  give  him  a  commutation  rate  ?     A.  Yes,  sir. 

Q.  Wouldn't  it  be  proper  under  those  circumstances  to  pub- 
lish that  commutation  rate  to  the  world  and  give  the  same  to 
everybody  ?  A.  No,  not  when  one  or  two  men  made  an  ap- 
plication ;  to  a  point  where  a  large  number  went  eveiy  day,  it 
would. 

Q.  Then  you  think  it  is  right  to  have  some  rates  on  a  rail- 
way which  other  people  do  not  share  ?     A.  Secret  rates  ? 

Q.  Secret  rates.     A.  I  do  not  call  them  secrets. 

Q.  Kates  which  as  between  you  and  the  shipper  are  not 
published  to  the  world?  A.  Rates  that  are  not  published  to 
the  world  ;  yes,  sir. 

Q.  Have  you  any  idea  as  to  whether  your  through  business 
paid  you  any  last  year  on  the  whole  of  the  traffic  ?  A.  I  have 
no  doubt  but  that  it  did. 

Q.  What  percentage  ?     A.  I  don't  know. 

Q.  Did  it  pay  you  eight  per  cent,  dividend  ?  A.  We  earned 
our  dividend  certainly. 

Q.  Did  you  earn  it  on  the  local  traffic  or  on  the  through? 
A.  On  the  whole. 

Q.  Can  you  state  how  much  you  earned  on  the  local  and  how 
much  on  the  through  ?     A.  I  cannot. 

Q.  Can  you  state  whether  you  earned  seven  per  cent,  on  the 
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local  and  one  per  cent,  on  the  through  ?  A.  No,  I  cannot  tell 
anything  about  it. 

Q.  Can  you  state  whether  you  lost  on  the  through  and  made 
it  up  on  the  local  ?     A.  No. 

Q.  Have  you  any  means  of  ascertaining  ?     A.  No. 

Q.  You  cannot  tell  this  Committee  whether  you  did  not  re- 
coup yourself  for  your  loss  on  your  through  traffic  by  charges 
on  your  local  traffic?  A.  No;  only  if  we  lost  money  on 
the  through,  I  don't  believe  the  local  traffic  hardly  amounted 
to  much  more  than  what  the  interests  and  dividends  amounted 
to. 

Q.  What  proportion  do  you  think  your  local  traffic  bears  to 
that  of  the  Pennsylvania  road  ?  A.  I  don't  know ;  I  haven't 
any  means  of  knowing. 

Q.  According  to  the  report  of  the  Pennsylvania  Railroad 
Company  for  last  year  they  admit  that  the  local  traffic  is  about 
ninety  per  cent,  of  their  whole  traffic  ;  does  yours  bear  the  same 
proportion ?     A.  Ninety  per  cent,  of  all  the  business  ? 

Q.  Yes. 

Mr.  Bukkill — You  had  better  put  the  report  in  evidence. 

Mr.  Sterne — I  will  offer  the  report. 

The  Witness — It  cannot  be  possible ;  there  is  some  mistake. 
I  will  guarantee  ours  is  not  one-half  ;  I  do  not  know  anything 
about  it,  but  I  would  like  to  make  a  pretty  big  bet  on  it  that 
it  is  not  half. 

Q.  I  believe  it  is  very  much  more  than  half — much  more 
than  two-thirds ;  how  much  of  your  traffic  goes  into  the  New- 
England  (States  ?  A.  We  know  by  the  number  of  cars  em- 
ployed, in  the  service. 

Q.  Do  you  keep  account  of  the  number  of  cars  employed  be- 
'tween  the  various  points  ?  A.  We  can  judge  daily  by  the 
number   of  cars  that  it  cannot  be  half  or  anything  like  it. 

Q.  Will  you  take  some  trouble  to  ascertain  that,  and  give  the 
Committee  some  accurate  information  on  that  point  ?  A.  You 
have  had  that  investigated,  haven't  you? 

Q.  No  ;  the  answer  has  steadily  been  that  they  can't  tell ; 
what  do  you  think  is  the  proportion  of  your  passenger  traffic, 
local  as  compared  with  your  through?  A.  I  don't  know — 
largely  in  excess. 

Q.  The  local  is  largely  in  excess  compared  with  the  through  ? 
A.  Yes,  sir. 
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Q.  Is  Mr.  Worcester  a  good  railway  expert  ?  A.  A  good 
man  Mr.  Worcester  is. 

Q.  Is  he  a  good  man  from  the  point  of  view  as  a  railway  ex- 
pert ?     A.  On  what  subjects  ? 

Q.  As  to  whether  or  not  a  particular  kind  of  business  is 
likely  to  pay  or  not;  is  his  judgment  good?  A.  No;  I  don't 
think  so ;  that  is  not  his  particular  line ;  so  far  as  his  ob- 
servalion  goes  and  his  experience  goes,  he  is. 

Q.  Isn't  he  President  of  the  Lake  Shore  ?     A.  No. 

Q.  Treasurer  of  the  Lake  Shove  ?     A.  Yes,  sir., 

Q.  You  are  President  of  the  Lake  Shore  ?     A.  Yes,  sir. 

Q.  And  is  he  not  the  Secretary  of  the  New  York  Central  ? 
A.  Yes. 

Q.  Hasn't  he  been  a  railway  expert,  or  rather  in  connection 
with  railways — had  railway  experience  all  his  life  ?  A.  In  ac- 
counts ;  Mr.  Worcester  knows  a  great  deal  about  the  New  York 
Central  road  prior  to  the  consolidation. 

Q.  Have  you  stated  to  the  Committee  how  much  your  traffic 
is  to  the  Eastern  States  ?     A.  I  don't  know. 

Q.  What  is  it  compared  with  what  you  do  in  New  York  ? 
A.  The  Eastern  States  ? 

Q.  Yes  ;  isn't  it  about  half?     A.  No,  not  now ;  it  used  to  be. 

Q.  It  used  to  be  about  half?  A.  It  is  not  now  anything  like 
it  was. 

Q.  How  much  is  it  now  ?     A.  I  don't  think  it  is  one-third. 

Q.  Is  that  based  upon  any  information  recently  derived 
from  your  books  ?  A.  Made  from  information  derived  some 
years  ago,  and  it  has  been  falling  off  since  ;  it  used  to  be  five- 
eighths — nearly  three-fourths ;  it  has  been  gradually  falling 
off,  and  is  now  very  much  less  than  that. 

Q.  What  influence  ought  volume  of  traffic  to  have  upon 
rates  ?  A.  Our  volume  of  business  to  New  York  is  very 
greatly  increased. 

Q.  As  the  volume  of  business  to  a  particular  place  in- 
creases, is  not  the  business  at  that  particular  place  done  with 
greater  economy  as  compared  with  previous  times?  A.  New 
York  is  not ;  as  the  business  increases  in  New  York,  the  ex- 
penses increase  very  largely. 

Q.  Do  they  increase  in  proportion  to  the  increase  of  busi- 
ness ?     A.  Yes,  sir ;  I  guess  move  than  in  proportion. 

Q.  Why  is  that  ?  A.  Because  New  York  gives  you  no  facili- 
25 
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ties ;  you  have  got  to  buy  them ;  you  have  got  to  furnish  clock 
room  arid  storehouses,  and  everything  for  everybody,  and  get 
nothing  for  it ;  it  comes  out  of  your  rates,  aod  the  rates  go 
down. 

Q.  When  you  say  New  York  furnishes  you  no  facilities, 
what  do  you  mean  by  that?  A.  No  terminal  facilities  like 
other  cities  give  you — facilities  to  get  around  to  other  people's 
warehouses. 

Q.  How  can  New  York  give  you  property  that  don't  belong 
to  it  ?     A.  Through  its  streets. 

Q.  Didn't  New  York  City  afford  you  the  facility  of  going 
around  the  City  by  allowing  you  to  use  the  "  Belt  Line,"  if 
you  wanted  ?     A.  No. 

Q.  Don't  you  remember  that  a  year  and  a  half  ago,  through 
the  instrumentality  of  the  Board  of  Trade  and  other  com- 
mercial bodies,  a  resloution  was  passed  by  the  Common  Council 
authorizing  you  to  use  the  Belt  Line  ?  A.  I  know  there  was 
some  impediment  in  the  way  ;  the  Mayor  vetoed  it. 

Q.  No,  it  was  passed  and  signed ;  you  are  misinformed  as 
to  that?  A.  There  is  something  or  other ;  we  cannot  do  that ; 
I  know  that. 

Q.  Did  you  try  to  do  it  ?     A.  Yes,  sir. 

Q.  Somebody  told  us  here,  it  was  because  of  the  sharpness 
of  the  curves  ;  then  if  it  was  not  by  the  reason  of  that  what 
was  the  reason  ?  A.  Our  competitors  did  not  allow  us  to 
do  it. 

Q.  The  Erie  Road?     A.  Other  roads. 

Q.  Then  it  was  not  the  City  of  New  York  that  stood  in 
your  way  in  that  instance  ;  it  was  the  Erie  ?  A.  I  do  not  men- 
tion any  names. 

Q.  I  ask  it?  A-  I  cannot  say  only  what  is  common  report; 
we  were  not  allowed  anyhow. 

Q.  Then  it  was  not  the  city ;  it  is  not  fair  to  put  that  on 
the  back  of  the  City  of  New  York ;  it  was  not  the  city 
authorities  that  stood  in  your  way ;  they  allowed  you  the 
Belt  Line  and  we  got  you  the  consent  of  the  Belt  Line  ?  A. 
We  have  not  any  authority  to  run  below  Canal  street;  you 
are  mistaken ;  we  thought  we  had,  and  they  thought  they 
gave  it  at.  one  time,  but  they  did  not. 

Q.  They  thought  they  gave  it  ?     A.  At  one  time. 

Q.  And  you  were  opposed  by  the  Erie  Railway  coming  be- 
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fore  the  Dock  Commission  ?  A.  We  were  opposed  by  parties 
before  the  Dock  Department,  and  we  didn't  get  what  we  ap- 
plied for. 

Q.  Haven't  you  now  a  track  running  to  the  White  Star  Line 
Dock  ?  A.  The  White  Star  Line — tbat  is  above  Canal  street ; 
yes,  sir. 

Q.  Does  not  that  afford  you  almost  every  facility  you  want  ? 
A.  No ;  we  ought  to  be  on  every  steamer's  dock  in  New  York 
— every  steamship  line. 

Q.  You  don't  mean  that?  A.  I  do  mean  every  steamship 
line. 

Q.  The  Trans-Atlantic  Company  is  above  Canal  street ; 
the  Cunard  is  above  Canal  street ;  the  White  Star  is  above 
Canal  street ;  tbe  National  Line  is  above  Canal  street  ?  A. 
Yes,  sir  ;  we  ought  to  have  tracks  on  all  of  them. 

Q.  All  those  I  have  named  you  are  the  the  leading  lines, 
are  they  not  ?     A.  Yes,  sir. 

Q.  The  Inman  Line  is  above  Canal  street  ?     A.  Well. 

Q.  Therefore  you  have  facilities  afforded  to  connect  with 
tbe  leading  lines  of  steamships  ?  A.  No  ;  they  claim  that  the 
strip  of  ground  west  of  our  track,  between  that  and  the  bulk- 
head, we  haven't  any  right  to  go  on. 

Q.  Don't  you  in  point  of  fact,  pass  that  strip  of  ground  to 
the  White  Star  dock  ?  A.  We  put  that  in  one  Sunday,  I  be- 
lieve. 

Q.  Have  you  made  any  effort  to  put  anywhere  a  track  which 
you  were  offered  ?  A.  We  have  made  application  to  go  on 
all  those  docks  and  we  cannot  get  them  ;  we  havn't  the  right  to 
go  on  that  strip  of  ground  between  our  tracks  and  the  bulk- 
head. 

Q.  That  is  your  opinion  ?     A.  I  know  it  is  so. 

Q.  Is  that  because  of  any  impediment  put  in  your  way  by 
the  city  ?     A.  The  city  could  grant  us  that  right. 

Q.  Did  the  city  refuse  to  grant  yon  that  right?  A.  We 
made  application  and  we  did  not  get  it. 

Q.  Didn't  the  Board  of  Trade  aud  the  Chamber  of  Com- 
merce Committee,  unite  with  you,  to  the  City  Council,  to  get 
you  the  right  to  use  the  Belt  Line,  aud  from  the  Belt  Line  to 
extend  tracks  to  the  various  steamship  companies  and  did  not 
they  pass  a  resolution  in  your  favor  to  do  that  ?  A.  Something 
of  that  kind,  but  we  could   not  make  the  arrangement ;  there 
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Were  impediments  in  the  way,  and  we  couldn't  make  the  ar- 
rangement. 

Q.  Those  impediments  were  independent  of  what  the  City 
threw  in  the  way,  were  they  not  ?     A.  Well. 

Q.  What  facilities  do  you  know  of,  that  Philadelphia  and 
Baltimore  afford  to  their  lines,  that  are  not  afforded  by  the 
City  of  New  York  ;  I  am  speaking  of  facilities  afforded  by 
the  City  authorities  to  their  lines  which  are  not  afforded  by  the 
City  of  New  York  to  your  line  ?  A.  I  am  told  they  have  tracks 
laid  all  around  the  docks  and  are  furnished  facilities  to  any 
extent. 

Q.  By  whom?  A.  By  the  City  authorities ;  anything  they 
ask  for,  because  the  City  is  interested  in  their  roads  ;  they  own 
stock  in  the  road,  and  the  state  owns  some  millions  of  dollars 
of  stock  in  both  roads. 

Q.  Both  roads  ?     A.  Yes,  both  roads. 

Q.  You  don't  know  anything  personally  on  the  subject, 
whether  they  paid  for  those  facilities  or  not  ?  A.  I  have  been 
told  not. 

Q.  Who  told  you  ?  A.  Granted  by  the  City  authorities ; 
that  is  the  regular  understanding ;  I  guess  there  is  no  question 
about  it. 

Q.-  You  have  no  personal  knowledge  on  that  subject?  A. 
No,  sir. 

Q.  Are  you  a  stockholder  in  the  Standard  Oil  Company  ?  A. 
No,  sir. 

Q.  Have  you  ever  been  ?    A.  Yes,  sir. 

Q.  How  long  ago?     A.  Five  or  sis  years  ago. 

Q.  To  any  large  extent  ?  A.  I  think  I  owned — I  guess  I 
had  $100,000  in  it. 

Q.  The  capital  is  very  small,  isn't  it  ?  A.  It  didn't  cost  me 
$100,000. 

Q.  Did  they  give  it  to  you  ?  A.  No  ;  I  paid  all  that  it  was 
worth  at  the  time — $50,000,  I  guess — I  went  into  it ;  before  I 
did  any  business  with  it ;  before  the  road  did  any  business 
with  it ;  that  is  the  reason  I  sold  it ;  as  soon  as  they  had 
any  business  with  the  road,  I  sold  it. 

Q.  Did  you  sell  it  to  strangers  ?     A.  No,  sir,  sold  it  to  them. 

Q.  To  the  Standard  people  ?     A.  Yes,  sir. 

Q.  Then  you  know  something  about  the  organization  of  that 
company  ?    A.  I  don't  know  anything  at  all  about  it  ? 
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Q.  You  put  $50,000  into  a  concern  that  you  did  not  now 
know  anything  about  ?  A.  I  did  not  know  anything  at  all 
about  it,  and  I  don't  believe  you  do. 

Q.  That  is  the  reason  I  am  asking  you  ?  A.  If  you  find  out, 
you  are  smarter  than  I  was. 

Q.  You  have  put  $50,000  into  a  thing  that  you  did  not  know 
anything  about  ?     A.  Yes,  sir. 

Q.  That  is  what  you  state  now  ?  A.  I  say,  $50,000  ;  I  don't 
remember  exactly  what  it  was ;  at  all  events,  I  was  in  it ;  I 
had  that  interest  and  sold  it  out. 

Q.  What  was  the  capital  stock  of  that  concern  ?  A.  I  don't 
know. 

Q.  Who  were  the  members  of  it  ?  A.  I  know  Mr.  Flagler 
and  the  two  Eockefellers,  are  the  only  gentlemen  I  knew  that 
were  members. 

Q.  What  firms,  corporations  or  concerns,  does  the  generic 
term  of  Standard  Oil  Company  cover  ?     A.  I  don't  know. 

Q.  Have  you  any  means  of  knowing  ?  A.  No,  I  don't 
know  anything  about  it ;  it  was  long  before  it  got  to  the  mag- 
nitude it  is  now  ;  it  was  a  small  concern  when  I  had  anything 
to  do  with  it ;  I  think  the  capital  then  was  one  million  dollars. 

Q.  Do  you  know  whether  there  has  been  any  increase  in 
capital  since  ?  A.  I  understand  there  has  been  two  or  three 
times. 

Q.  Was  there  any  dividend  paid  by  the  Standard  Oil  Com- 
pany, and  if  so,  how  much?     A.  I  don't  know, 

Q.  Did  you  get  any  dividend  while  you  belonged  to  it  ?  A. 
Yes,  sir. 

Q.  How  much  ?     A.  I  think  it  was  15  per  cent. 

Q.  On  the  par  of  what?  A.  I  think  it  was  a  million  dol- 
lars ;  I  paid  for  my  stock. 

Q.  Do  you  know  whether  it  pays  larger  or  smaller  dividends 
since  that  time  ?     A.  I  don't  know  anything  about  it. 

Q.  You  know  nothing  about  its  business  ?     A.  No,  sir. 

Q.  Do  you  know  anything  about  the  American  Transfer 
Company  ?  A.  No,  sir  ;  never  heard  of  that  until  you  men- 
tioned it  here. 

Q.  Do  you  know  or  don't  you  know,  whether  you  pay  any 
moneys  to  the  American  Transfer  Company  ?  A.  No,  sir ;  I 
don't  think  we  do  ;  if  we  do,  I  don't  know  it. 

Q.  If  you  do,  you  don't  know  it  ?     A.  No,  sir. 
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Q.  Let  me  draw  your  attention  to  some  testimony  that  was 
given  by  Mr.  Cassatt ;  do  you  remember  a  conference  bad  at 
Saratoga,  in  October,  1877,  in  relation  to  the  Standard  Oil 
business  ?     A.  Do  I  remember  it :  I  don't  remember  it. 

Q.  Do  you  remember  auy  conference  between  Mr.  Jewett, 
yourself,  Mr.  Cassatt,  tbe  parties  representing  the  Empire 
Transportation  Company  and  parties  representing  the  Stan- 
dard Oil  Company,  in  which  the  question  of  driving  the  Em- 
pire Transportation  Company  out  of  the  oil  refining  business 
came  up  ?  A.  I  remember  there  was  a  conference,  yes,  sir  ; 
that  was  it ;  something  of  that  kind  ;  I  remember  that. 

Q.  Am  I  right  as  to  the  persons  who  were  present  ?  A.  I 
think  it  was  between  those  parties ;  the  Erie  road  and  ourselves 
we  took  ground  against  the  Pennsylvania  Railroad  ;  they  own- 
ed the  Empire  Transportation  Company ;  we  took  ground 
against  them. 

Q  Was  that  at  the  instance  of  the  Standard  Oil  people  ? 
A.  No,  sir. 

Q.  Didn't  they  join  you  in  taking  ground  against  them  ?  A. 
I  don't  know  about  that ;  we  contended  that  no  railroad  in- 
terest should  have  an  interest  in  this  oil,  outside  of  the  others  ; 
that  the  business  must  be  equally  divided  between  the  three 
companies. 

Q.  At  that  time  the  Pennsylvania  Company  had  not  the 
business  of  the  Standard  Oil  Company  at  all  ?     A.  No. 

Q.  Why  did  you  want  to  divide  the  business  with  the 
Pennsylvania  Company  of  the  Standard  ?  A.  The  Empire 
Transportation  Company  was  owned  by  the  Pennsylvania 
road  ;  they  wanted  a  monopoly  of  the  business  in  Philadephia, 
and  we  had  to  work  with  the  Standard  to  break  that  up,  and 
insisted  upon  it,  that  no  one  railroad  should  not  have  an 
interest  in  this  large  business  to  the  exclusion  of  the  others.. 

Q.  Were  they  practically  excluding  the  Standard  shipments 
from  the  market  ?  A.  No,  but  they  were  preparing ;  they 
were  building  large  furnaces,  and  so  on ;  I  didn't  give  the 
matter  much  attention,  but  I  remember  what  you  say  about  it. 

Q.  Hadn't  they  a  large  refinery  at  Jersey  City  ?     A.  Who  ? 

Q.  The  Empire  Transportation  people?     A.  I  don't  know. 

Q.  You  say  the  Empire  Transportation  Company  and  the 
Pennsylvania  people  are  the  same  ;  have  you  any  knowledge 
on  that  subject  ?     A.  They  admitted  it. 
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Q.  Your  position  was,  that  they  should  not  be  in  the  refining 
business  ?  A.  We  thought  that  they  would  get  a  monopoly  of 
the  business,  and  we  intended  to  have  our  share  of  the  busi- 
ness and  the  Erie. 

Q.  You  had  more  than  your  share  of  the  business,  because 
you  had  the  whole  of  the  business,  divided  with  the  Erie,  of 
the  Standard  ?     A.  I  don't  think  we  had. 

Q.  Nothing  went  over  the  Pennsylvania,  at  that  time,  of  the 
Standard  ?  A.  Yes  ;  they  were  large  shippers ;  not  only  that, 
but  they  owned  largely  the  pipes — the  Empire  Transportation 
Company  did. 

Q.  That  was  the  Empire  Pipe  Line,  wasn't  it  ?  A.  I  don't 
know  what  it  was. 

Q.  The  Standard  had  a  large  number  of  pipes  through  the 
oil  regions  ?     A.  At  this  time  ? 

Q.  Yes,  sir.  A.  I  have  no  positive  knowledge  ;  I  suppose 
they  had. 

Q.  At  the  time  this  conference  took  place  ?  A.  They  had 
an  interest  in  the  pipes. 

Q.  The  Standard  had  ?     A.  I  think  so. 

Q.  They  were  not  dependent  for  their  supply  of  oil  upon  the 
pipes  of  the  Empire  Transportation  Company  ?  A.  No  ;  but 
the  Empire  Transportation  Company  reached  a  larger  terri- 
tory, and  it  would  have  soon  resulted  in  a  monopoly  of  the 
business  tothe  Pennsylvania  Road  ;  we  were  convinced  of  that, 
and  the  Erie  Road  and  ourselves  insisted  upon  it  that  the 
railroad  should  not  have  any  interest  in  it. 

Q.  You  do  not  answer  my  question  strictly ;  my  question  is 
whether  or  not  you  did  or  did  not,  at  that  time,  have  control, 
with  the  Erie,  of  the  business  of  the  Standard  Company?  A. 
You  mean  that  the  Standard  was  doing  the  business  over  our 
road  ? 

Q.  Yes.     A.  Very  likely  they  were 

Q.  They  were  not  doing  the  business  over  the  road  of  the 
Pennsylvania  at  the  time  of  this  conference?  A.  No  ;  I  think 
not ;  probably  not ;  I  don't  remember  ;  I  never  gave  the  thing 
any  attention ;  I  never  gave  the  Standard  oil  matters  much 
attention  ;  I  got  disgusted,  early  and  have  not  had  much  to  do 
with  it ;  I  said  they  would  eventually  ruin  the  railroads,  arid  the 
consequence  was,  we  didn't  get  any  business  for  two  years. 

Q.  That  business  grew  up,  began  by  special  rates  to  this 
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Standard  Company,  didn't  it  ?  A.  All  the  time  that  the 
Standard  did  any  business  with  us  ;  I  had  several  interviews 
with  oil  men  from  Titusville,  and  went  down  there  and  built  a 
road  there,  and  made  a  contract  with  them  to  give  me  all  the 
oil — they  were  to  give  our  road  all  the  oil ;  I  built  the  road 
and  then  they  would  not  give  me  a.  barrel  after  building  it ;  I 
never  saw  an  oil  man  yet  that  would  not  cheat  me. 

Q.  I  suppose  your  experience  is  almost  as  bad  as  other 
people  with  the  railway  people?  A.  Yes,  and  I  told  these  peo7 
pie  from  the  start :  that  they  would  have  the  same  price  that 
the  Standard  did  over  our  road  ;  and  then  they  would  go  to 
work  and  sell  out  to  the  Standard. 

Q.  Still  you  don't  answer  my  question  ?  A.  I  intend  to,  as 
well  as  I  know  how. 

Q.  I  have  no  doubt  that  this  fact  would  have  been  elicited 
either  by  myself  or  somebody  else,  but,  at  all  events,  it  is  not 
an  answer  to  my  question ;  did  not  the  business  of  the  Stand- 
ard begin  by  a  special  rate  or  special  contract,  made  by  the 
railway  companies — first  by  the  Erie ?     A.  Begin? 

Q.  Yes?  A.  I  cannot  say  that,  but  they  did  have  special 
rates  at  that  time. 

Q.  I  mean  at  the  very  inception  ?     A.  I  can't  tell. 

Q.  Was  not  Bostwick,  the  old  concern  of  Bostwick  &  Til- 
ford,  the  beginning  of  the  Standard  oil  business  ?  A.  I  don't 
know. 

Q.  Hadn't  they  a  secret  understanding  or  secret  rate  with 
Jay  Gould  and  Fisk,  by  which  their  business  began  to  grow  to 
large  proportions  ?     A.  I  don't  know. 

Q.  Have  you  never  taken  the  trouble  to  inquire  as  to  how 
that  monopoly  arose  ?  A.  Yes ;  Bostwick  did  have  an  agree- 
ment of  some  kind  with  the  Brie  road,  or  Mr.  Gould,  or  some- 
body. 

Q.  "With  Gould  and  Fisk  ?  A.  I  don't  know  anything  about 
it ;  only  I  know  he  did  the  business  over  it. 

Q.  And  he  had  a  special  rate  that  other  people,  had  not  ? 
A.  That  I  cannot  say  now. 

Q.  Wasn't  that  your  information  ?  A.  I  could  not  tell ;  I 
don't  know  anything  about  that. 

Q.  Don't  you  know  tbat,  quite  as  well  as  you  know  as  to 
the  facilities  that  have  been  afforded  by  the  Cities  of  Baltimore 
and  Philadelphia  to   the   Baltimore  &   Ohio  road   and  the 
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Pennsylvania  road?     A.  It  was  matter  of  talk;  that  is  all  I 
know  about  it. 

Q.  As  matter  of  talk,  don't  you  know  that  it  began  with 
a  special  rate  to  Bostwick,  and  grew  out  of  that?  A.  I  can't 
say,  for  I  don't  know  ;  it  may  be  so. 

Q.  You  agreed  at  that  conference  that  if  the  Pennsylvania 
Bailroad  Company  would  go  out  of  the  transporlation  busi- 
ness, you  would  divide  ?     A.  Divide  what? 

Q.  The  business  of  the  Standard  Company  fairly  with  the 
Pennsylvania  Company  ?  A.  I  think  it  was  divided  all  the 
time  ;  I  don't  think  there  was  ever  any  break  in  the  division. 

Q.  Tou  have  just  testified  that  there  was  a  row  between  the 
Standard  and  the  Pennsylvania  people,  by  which  the  Pennsyl- 
vania people  did  not  carry?  A.  No,  you  said  so;  I  didn't 
say  so. 

Q.  Don't  you  remember  that  that  was  the  fact?  A.  It  may 
be  so ;  I  am  not  going  to  deny  you  and  say  it  was  not  so  ;  at 
the  same  time,  I  don't  remember. 

Q.  What  was  the  occasion  of  the  conference  if  such  was  not 
the  fact?  A.  To  try  and  settle  the  matter  up  and  get  the  Em- 
pire Line  out  of  the  business. 

Q.  What  pressure  could  you  have  brought  to  bear  upon  the 
Pennsylvania  Company  to  get  the  Empire  Line  out  of  the 
business,  if  it  was  not  on  the  strength  of  the  promise  to  divide 
the  business  of  the  Standard  with  them?  A.  That  probably 
was  so,  to  divide  the  business. 

Q.  Because,  if  they  had  the  Standard  and  the  Empire  busi- 
ness, there  would  be  no  motive  on  their  part  to  go  out  of  the 
business,  so  far  as  the  Empire  Line  was  concerned  ?  A.  Prob- 
ably that  was  so. 

Q.  That  resulted  in  an  agreed  division  between  all  the  rail- 
ways, of  that  business?  A.  There  had  been  a  division  before 
that,  all  the  time. 

Q.  With  the  Erie ;  not  with  the  Pennsylvania  ?  A.  With 
the  Pennsylvania  too,  I  think ;  there  has  always  been  a  divi- 
sion, an  agreement  on  it. 

Mr.  Depew — But  the  Pennsylvania  did  not  divide. 

A.  I  guess  that  was  so  ;  I  guess  the  standard— Mr.  Jewett 
knows  all  about  it — I  guess  the  standard  was  divided  between 
the  three,  and  the  Empire  was  getting  all  the  business  outside 
of  the  division. 
26 
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Q.  Do  you  know  Mr.  Cassatt  ?     A.  I  do. 

Q.  Is  he  a  gentleman,  who  under  oath,  is  likely  to  tell  the 
truth  ?    A.  I  should  think  so. 

Q.  He  is  the  Traffic  Manager  of  the  Pennsylyania  Eailway 
Company  ?     A.  He  is  third  Vice-Prisideht. 

Q.  Isn't  it  one  of  the  duties  of  the  third  Vice-President  to 
look  after  this  oil  traffic,  if  nothing  else  ?  A.  He  attended  to 
it ;  I  suppose  it  w  is  his  duty. 

Q.  You  have  met  him  as  the  Traffic  Manager  of  the  Pennsyl- 
vania Eailroad  Company  ?     A.  Yes,  sir. 

Q.  And  have  treated  with  him  upon  the  basis  that  he  was 
the  Traffic  Manager  ?     A.  Yes.  sir. 

Q.  And  have  found  that  the  Pennsylvania  Railroad  ratified 
his  acts?     A.  "Ses. 

Q.  Now,  therefore,  his  statement,  as  to  this  conference,  is 
likely  to  be  true,  isn't  it,  made  under  oath  ?  A.  He  would  not 
say  a  thing  that  he  didn't  believe  to  be  true. 

Q.  He  says  that  Mr.  Rockefeller  and  Mr.  Flagler  and  Mr.  Scott 
and  himself — Mr.  Scott  and  himself  representing  the  Pennsyl- 
vania Eoad — met  in  relation  to  obtaining  again,  the  traffic  of 
the  Standard  Oil  Company,  alter  they  had  lost  it,  and  he  says  : 
"  The  subject  of  discussion  at  that  meeting  was  to  see  whether 
we  could  not  make  some  contract  or  agreement  with  the  Stand- 
ard Oil  Company  by  which  this  contest  would  cease."  Now,  do 
you  remember  any  contest  at  that  time,  between  the  roads  as 
to  the  rates  at  which  you  were  carrying  for  the  Standard,  as  com- 
pared with  the  Empire  Transportation  Company?  A.  It  has 
been  a  contest  for  four  years  ;  I  don't  recollect  one  from  the 
other. 

Q.  "Were  not  you  and  the  Erie  Railway  Company  carrying 
on  at  that  time  a  contest  on  behalf  of  the  Standard  as  against 
the  Pennsylvania  Railway  Company,  representing  the  Empire 
Transportation  Company  ;  wasn't  that  the  situation  at  that  time 
of  which  Mr.  Cassatt  speaks  ?  A.  Yes,  sir  ;  there  was  a  claim 
made  by  the  New  York  Central  and  the  Erie  road  against  the 
Pennsylvania  roaa,  as  being  interested  in  the  Empire  Trans- 
portation Company,  and  that  that  must  stop. 

Q.  Didn't  the  Pennsylvania  Railway  Company  at  that  time 
represent  the  Transportation  Company"  and  the  outside  re- 
finers, and  you  and  the  Erie  Company  represent  the  Standard, 
and  carried  on  a  fight  of  rates  between  the  two  ;  wasn't  that 
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the  situation?  A.  No;  I  think  Mr.  Potts  represented  the 
Empire  transportation  Company. 

Q.  I  do  not  speak  now  as  to  the  persons ;  wasn't  that  the 
situation  in  1877 — that  you  and  the  Erie  Railway  Company — 
when  I  sa.j  you,  I  mean  the  New  York  Central  &  Hudson 
River  Railroad — and  the  Erie  Company  were  carrying  the  oil 
for  the  Standard  Company,  and  the  Pennsylvania  Company 
ceased  to  carry  the  oil  for  the  Standard  Company,  but  carried 
the  oil  to  tide  water,  or  to  the  ports  for  the  Empire  Transpor- 
tation Company  and  the  outside  refiners,  and  that  there  was  a 
war  of  rates,  on  the  one  side,  you  carrying  the  Standard's  oil,  and 
on  the  other  side,  the  Pennsylvania  Company,  representing  the 
outside  refiners  and  the  Empire  Transportation  Company, 
just  immediately  prior  to  the  interview  of  which  Mr.  Cassatt 
speaks  in  his  testimony  ?     A.  There  might  have  beeD. 

Q.  Don't  you  remember  that  that  was  the  situation  ?  A. 
Probably  it  was. 

Q.  Then  Mr.  Cassatt  continues  to  state  that  the  subject  of 
discussion  was  to  see  whether  they  "  could  not  make  some  con- 
tract or  agreement  with  the  Standard  Oil  Company,  by  which 
this  contest  would  cease,  which  was  costing  our  company  a 
great  deal  of  money  and  loss  of  revenue,  and  the  object  to  be 
attained  was  that  of  making  some  arrangement  with  them, 
which  was  done  ;  the  natuie  of  the  arrangement  you  have  be- 
fore you  this  letter,  in  this  contract  of  October  17th,  1877, 
there  were  other  collateral  questions  involved  and  the  pur- 
chase by  our  company  of  the  Empire  lines  plant  and  the  roll- 
ing stock,  and  the  purchase  by  the  Standard  Oil  Company 
from  the  Empire  line  of  its  refining  interest  and  its  pipe  line;" 
do  yon  remember  that  you  insisted  upon  that?  A.  No;  I 
did  not  insist  anything  about  it ;  that  matter  was  entirely  be- 
tween the  Empire  Transportation  Company,  about  the  pur- 
chase, and  the  Standard  Oil  Company  ;  the  roads  hadn't  any- 
thing to  do  with  that ;  only  that  the  Pennsylvania  ro<.d  should 
get  clear  of  the  interest. 

Q.  How  could  they  get  clear  of  the  interest  without  their 
buying  out  the  Empire  Transportation  Company?  A.  We 
didn't  insist  on  it. 

Q.  Didn't  you  insist  that  the  Empire  Transportation  Com- 
pany should  cease  to  do  the  refining  business  ?  A.  No  ;  the 
Standard  Oil  insisted  on  that. 
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Q.  Didn't  you,  in  behalf  of  the  Standard  Oil  Company,  en- 
force that^insistance  ?     A.  No. 

Q.  Then,  is  Mr.  Cassatt  in  the  wrong  when  he  says  :  "  That 
came  about  in  this  way  ;  we  made  up  our  minds  .that  it  was  a 
mistake  for  the  Empire  Transportation  Company,  as  a 
transporter,  as  representing  us  in  the  transportation  of  oil,  to 
be  in  the  reGning  business,  the  New  York  Central  and  the 
Erie  Railroads  and  the  Baltimore  &  Ohio  Railroad  looked 
upon  it  with  jealousy,  and  the  Standard  Oil  Company  also ; 
and  we  endeavored  to  get  the  Empire  Line  to  assent  to  dis- 
pose of  its  refining  interes1,  which  they  declined  to  do;  rather 
than  to  do  that,  they  said,  we  would  rather  you  would  buy  us 
out  and  close  our  contract ;"  did  you  have  any  knowledge  of 
this  condition  of  affairs,  that  the  Pennsylvania  Company  was 
required  to  buy  out  as  a  condition  to  going  out  of  the  refin- 
ing business  ?  A.  That  was  done  entirely  ouside  of  us,  and 
the  Erie  Road  ;  that  was  a  matter  between  themselves ;  it  had 
nothing  to  do  with  us,  unless  Mr.  Jewett  knew  something 
about  it,  outside  of  us. 

Q.  At  your  meeting  was  not  the  Standard  Oil  Company 
represented  through  Mr.  Rockefeller  or  Mr.  Flagler  ?  A.  At 
our  meeting  ? 

Q.  Yes.     A.  I  don't  think  they  were  there. 

Q.  I  don't  spenk  pf  the  meeting  which  resulted  in  fixing  the 
rates.  A-  I  think  Mr.  Jewett,  Mr.  Scott,  and  myself  met 
upon  the  upper  piazza — the  second  floor  of  the  United  States 
Hotel,  and  talked  this  question  over ;  of  course  we  got  our  in- 
formation—the 'points — from  the  Standard  Oil,  what  the  Em- 
pire folks  were  doing  ;  but  I  don't  think  they  entered  in  this 
at  all ;  we  insisted — and  I  won't  say  that  there  was  not  a  rep- 
resentative of  the  Baltimore  &  Ohio  there — we  insisted  that 
the  Pennsylvania  Road,  as  a  railroad,  should  not  come  in  and 
get  this  great  advantage  over  us,  as  we  supposed,  and  made 
that  point,  and  insisted  upon  it ;  it  had  the  effect  of  making 
the  Empire  sell  to  the  Standard  and  we  hadn't  anything  to  do 
with  the  purchase,  what  they  got  for  it,  or  anything  else. 

Q.  That  was  the  practical  result  of  it,  wasn't  it  ?  A.  That 
was  the  result. 

Q.  He  goes  on  and  says  in  answer  to  the  question  :  What 
did  the  Standard  people  insist  upon  in  reference  to  the  pur- 
chase ?  "  They  simply  insisted  that  they  could  not  make  any 
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arrangement  with  us  for  the  transportation  of  their  oil  so  long 
as  that  transportation  was  carried  on  by  an  organization  which 
was  their  rival  in  the  refining  business  ;"  do  you  know  any- 
thing about  that ;  that  that  was  the  insistunce  of  the  Stand- 
ard ?  A.  That  was  the  point  between  those  two  companies ; 
we  insisted  that  the  railroad  should  not  have- the  interest ;  we 
did  not  care  whether  the  Standard  bought  them  or  anybody 
else  outside. 

Q.  He  sa3*s  that  the  Standard  people  were  in  that,  sup- 
ported by  the  New  York  Central  Railroad  and  the  Erie  and  the 
Baltimore  &  Ohio  ?  A.  He  might  have  thought  so  ;  no  doubt 
he  did  or  he  would  not  have  sworn  to  it,  but  he  may  have  been 
mistaken  ;  it  was  a  question  that  the  railroads  should  not  be 
represented,  whether  the  Standard  bought  them  out  or  any- 
body else  ;  that  is  another  matter ;  it  did  bring  about  what  you 
say  ;  they  sold  out. 

Q.  Do  you  know  Messrs.  Sone  &  Flemming,  who  were  part- 
ners of  the  Empire  Transportation  business  in  New  York  ? 
A.  No. 

Q.  Do  you  know  that  very  largely  the  business  of  the  Em- 
pire Transportation  Company  went  to  New  York  ?  A.  No, 
sir. 

Q.  Do  you  know  that  the  oil  was  very  largely  shipped  to 
New  York  ?     A.  No. 

Q.  Do  you  know  that  the  oil  was  ;very  largely  refined  at 
Jersey  City  ?  A.  No ;  I  might  have  known  it  at  the  time,  but 
I  do  not  now. 

Adjourned  to  August  22d,  at  10  A.  m. 


Saratoga  Springs,  N.  Y.,  August  22d,  1879. 
The  Committee  met  pursuant  to  adjournment. 
Present :  All  the  members  of  the  Committee. 
E.  Clark,  Jr.,  being  duly  sworn,  testified  as  follows  : 

By  Mr.  Stebne  : 

Q.  What  is  your  occupation  ?    A.  General  Freight  Agent 
of  the  New  York  Central  &  Hudson  Eiver  Bailroad  Company. 
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Q.  In  what  particular  does  your  function  differ  from  that  of 
Mr.  Butter  ?  .  A.  I  am  subordinate  to  Mr.  Rutter. 

Q.  You  have  the  same  duties  to  perform  ?  A.  In  a  meas- 
ure ;  not  altogether. 

Q.  During  his  absence  you  perform  his  duties  ?■  A.  So  far 
as  I  can. 

Q.  How  far  are  the  duties  distributed  among  others,  if  not 
wholly  performed  by  you  ?  A.  There  is  a  passenger  depart- 
ment that  I  have  nothing  whatever  to  do  with. 

Q.  Who  attends  to  that  during  Mr.  Butter's  absence  ?  A. 
Mr.  Meeker. 

Q.  The  freight  department  you  control  ?  A.  I  don't  control 
it,  sir  ;  I  have  supervision  of  it. 

Q.  You  supervise  it  ?     A.  Yes,  sir. 

Q.  Mr.  Goodman  is  under  you  ?     A.  Yes,  sir. 

Q.  What  have  you  to  do  with  fixing  rates?     A.  What  rates  ? 

Q.  Local  rates?     A.  I  have  very  little  to  do  with  it,  sir. 

Q.  If  any  person  throughout  the  State  of  New  York  wants  a 
special  rate  do  you  make  it  for  him  ?  A.  I  should  ordinarily 
refer  him  to  Mr.  Goodman. 

Q.  If  Mr.  Goodman  has  any  difficulty  about  it  he  refers  it 
to  you  ?    A.  Yes. 

Q.  How  long  have  you  known  of  the  existence  of  this  special 
rate  system  ?  A.  I  found  it  in  existence  when  I  assumed  the 
duties  of  my  position. 

Q.  How  long  ago  is  that?     A.  About  two  years. 

Q.  Was  that  your  first  connection  with  the  New  York  Cen- 
tral &  Hudson  River  Railroad  Company?  A.  In  that  ca- 
pacity. 

Q.  When  did  you  first  enter  the  employ  of  the  New  York 
Central  &  Hudson  Eiver  Railroad  Company  ?  A.  At  the  time 
of  the  consolidation  of  the  roads  between  New  York  and  Buf- 
falo. 

Q.  What  were  your  occupations  ?  A.  I  was  Freight  Agent  at 
Buffalo  part  of  the  time. 

Q.  Is  there  any  special  department  of  the  freight  business 
that  is  in  your  charge  during  the  time  Mr.  Rutter  was  pres- 
ent? A.  To  sum  up  my  duties  I  will  say  that  I  have  general 
supervision  of  the  stations  and  freight  agents,  as  it  might 
pertain  to  freight   transportation,   and  in    procuring  freight 
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traffic  for  the  road,  and  examining  and  passing  upon  claims 
pertaining  to  the  freight  department. 

Q.  Through  as  well  as  local  ?     A.  Yes,  sir. 

Q.  Those  claims  against  the  department  for  overcharges 
and  drawbacks,  aud  things  of  that  nature  ?  A.  When  I  am 
there;  in  my  absence  it  would  be  delegated  to  somebody  else. 

Q.  Mr.  Goodman  ?     A.  Yes,  sir. 

Q.  Then,  the  whole  overcharge  and  drawback  business  is  in 
your  hands,  is  it  ?     A.  Do  you  mean  the  whole  of  the  road  ? 

Q.  No ;  the  certifying  to  the  voucher  upon  the  basis  of 
which  the  Treasurer  pays  an  overcharge  or  a  drawback  ?  A. 
Yes  ;  such  as  are  paid  at  New  York. 

Q.  Were  you  consulted  by  Mr.  Vanderbilt  in  relation  to  the 
so-called  joint  letter  ?     A.  No,  sir. 

Q.  You  did  not  know  anything  about  it  ?  A.  I  saw  it  in 
print. 

Q.  You  did  not  see  it  before  it  was  in  print  ?     A.  No,  sir. 

Q.  Nor  were  you  consulted  in  relation  thereto  ?     A.  No,  sir. 

Q.  Do  you  ever  consult  Mr.  Rutter  or  Mr.  Vanderbilt  upon 
the  subject  of  giving  special  rates  ?     A.  I  do  Mr.  Rutter. 

Q.  Never  Mr.  Vanderbilt  ?  A.  I  have  on  one  or  two  occa- 
sions. 

Q.  As  I o  local  traffic?  A.  Yes,  sir  ;  I  don't  remember  of 
but  on  one  occasion  consulting  Mr.  Vanderbilt. 

Q.  When  was  that?  A.  I  think  it  was  two  years  this  sum- 
mer. 

Q.  In  relation  to  what  ?  A.  To  the  carrying  of  grain  in  mid- 
summer from  Buffalo  to  New  York. 

Q.  As  a  local  carriage  ?     A.  Yes,  at  local  rates. 

Q.  I  don't  ask  you  for  the  whole  conversation ;  what  was  the 
general  nature  of  that  transaction  ?  A.  It  was  thought  ex- 
pedient to  do  it  because  it  was  in  dull  times  and  a  large  num- 
ber of  cars  standing  idle. 

Q.  And  that  rate  differed  from  the  schedule  rate  ?  A.  It 
did ;  yes,  sir. 

Q.  Did  you  ever  consult  with  him  in  relation  to  giving  time 
contracts  as  to  local  business  ?  A.  What  do  you  mean  by  time 
contracts  ? 

Q.  We  may  possibly  differ  as  to  the  meaning  of  what  are 
termed  time  contracts  ;  to  agree  with  a  shipper  that  he  shall 
have  a  partitular  rate  all  the  year  around,  if  he  agrees  to  ship 
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all  the  year  around  with  you^and  which  rate  differs  from  the 
schedule  or  tariff  rate  as  you  publish  it  ?  A.  I  only  know  from 
information  that  such  conditions  have  been  made  for  certain 
purposes. 

Q.  By  Mr.  Goodman?     A.  Yes,  sir;  by  Mr.  Goodman. 

Q.  What  instructions  has  Mr.  Goodman  received  from  you 
in  relation  to  the  theory  or  plan  or  principle  upon  which  that 
business  is  to  be  done  ?  A.  As  I  say,  I  found  these  contracts 
in  existence  when  I  came  there,  and  I  have  had  no  reason  to  dis- 
turb them ;  I  really  have  had  very  little  to  do  and  say  about 
it,  except  in  one  or  two  important  instances. 

Q.  In  these  few  important  instances,  what  was  your  plan, 
theory  or  principle  upon  which  you  made  your  special  rates? 
A.  I  have  particular  reference  to  the  contract  that  we  have  with 
the  Messrs.  Grouse  ;  Mr.  Goodman  consulted  me  about  that 
last  spring — I  think  this  last  spring. 

Q.  Which  Mr.  Crouse,  Syracuse  or  Utica?  A.  Both  of 
them. 

Q.  What  conclusion  did  you  arrive  at  as  to  that  ?  A.  I  did  not 
think  it  was  much  of  a  rate,  but  I  thought  we  better  have  it 
than  to  let  it  go  around  us. 

Q.  Upon  what  theory,  principle  or  plan  did  you  fix  that  rate 
to  Mr.  Crouse  ?     A.  I  did  not  fix  it. 

Q.  You  thought  it  should  be  continued  ;  upon  what  theory, 
principle  or  plan  did  you  continue  it  ?     A.  I  have  just  stated. 

Q.  That  was  all  that  was  in  your  mind  ?     A.  Yes,  sir. 

Q.  You  had  not  any  theory  about'building  up  Mr.  Crouse, 
had  you  ?     No,  sir ;  not  at  all. 

Q.  Or  pulling  clown  anybody  else  ?    A.  No,  sir. 

Q.  You  did  not  care  anything  about  that?  A.  It  did  not 
occur  to  me. 

Q.  It  did  not  strike  you  that  somebody  who  had  to  pay  28 
cents  for  first  class,  24  or  23  cents  for  second  chiss,  '20  ce  its 
for  third  class,  and  18  cents  for  fourth  class,  was  placed  at  a 
very  serious  disadvantage  compared  with  Mr.  Crouse,  who 
paid  9  cents  for  all  classes  of  freight?  A.  It  struck  me  that  it 
was  simply  a  matter  of  choice  here  with  us,  whether  we  should 
do  it  at  that  rate,  or  let  the  canal  or  the  Delaware  &  Lacka- 
wanna road  do  it. 

Q.  You  were  carrying  at  that  time  for  other  people  to  SyraT 
cuse  at  schedule  rates,  weren't  you  ?     A.  I  assume  so. 
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Q.  It  did  not  occur  to  you  at  all  that  you  were  making  an 
uujust  or  unfair  discrimination  in  favor  of  Mr.  Crouse,  by  mak- 
ing such  a  rate  as  that  to  him?  A.  I  say  I  found  these  special 
rates  in.existence. 

Q.  I  mean  at  the  time  when  this  question  was  submitted  to 
you?  A.  I  considered  that  that  was  the  policy  which  should 
govern  us  in  our  general  local  business. 

Q.  You  found  that  policy  ;  you  did  not  invent  it?     A.  No. 

Q.  And  you  simply  continued  it  ?     A.  That  is  all. 

Q.  You  abandoned  that  policy  as  to  your  through  business, 
however,  didn't  you  ?     A.  We  did  ? 

Q.  Don't  you  know  thaf,  you  did  ;  did  you  or  did  you  not ;  I 
assume  that  you  did,  because  there  is  in  evidence  here  circular 
No.  46,  and  circular  No  sixty  odd  ?  A.  Pardon  me,  I  was  just 
about  reaching  the  point  that  you  are  suggesting ;  quite  recently, 
under  the  pooling  arrangement — there  are  negotiations  pending 
which  contemplate  it. 

Q.  Contemplates  the  abandonment  of  special  rates?  A.  Yes, 
sir. 

Q.  Didn't  you  think  that  you  could  not  do  your  business  ex- 
cept by  special  rates  on  the  through  business,  formerly  ?  A.  It 
was  not  for  me  to  judge  in  regard  to  that. 

Q.  AVhat  was  your  opinion  about  that ;  you  volunteered  an 
opiuion  upon  the  subject  as  to  local  business  ;  what  was  your 
opinion  as  to  the  through  business  ?  A.  That  unless  some- 
thing of  that  sort  was  done,  the  roads  would  all  go  to  ruin. 

Q.  That  is,  unless  they  all  agreed  to  give  up  special  rates  ? 
A.  Yes  ;  unless  they  came  to  some  agreement  of  that  sort. 

Q.  And  you  think  it  was  good  policy  on  the  part  of  the 
New  York  Central  Railroad  Company  to  agree  to  that  ?  A. 
I  do. 

Q.  Have  you  control  over  the  agents  who  are  at  the  head  of 
the  fast  freight  lines  ?     A.  Do  you  mean  all  of  the  stations? 

Q.  All  the  fast  freight  lines  that  run  over  your  road  ?  A. 
No,  sir. 

Q.  Of  what  fast  freight  line  agents  have  you  control  ?  A. 
Not  any. 

Q.  None  ?     A.  No,  sir. 

Q.  They  fix  their  rates,  don't  they — or  rather  they  did,  until 
this  recent  circular  went  into  force — they  fixed  their  rates  as 
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they  saw  fit  ?     A.  They  fix  no  rates  whatever,  to  my  knowl- 
edge. 

Q.  The  rates  are  suggested  by  them,  and  you  fix  them  ;  is 
that  it  ?     A.  No,  sir  ;  the  rates  are  fixed  by  agreement. 

Q.  I  am  now  speaking  of  cut  rates  ;  these  fast  freight  lines 
cut  against  each  other,  don't  they  ?  A.  I  presume  they 
have. 

Q.  How  does  that  cut  come  about,  unless  either  you  fix  or 
agree  to  it,  or  the  fast  freight  line  agent  does  it  himself?  A. 
The  general  freight  agents  at  the  initial  points  are  the  ones 
that  control  the  rate  and  gi?e  instructions  to  what  you  term 
the  fast  freight  line  agents ;  of  themselves  they  have  not  the 
power. 

Q.  But  in  some  form  or  another  you  must  acquiesce  in  that 
rate,  because  the  cut  rate  comes  back  to  you,  does  it  not,  in 
the  shape  of  a  demand  for  a  drawback  or  a  rebate,  which 
comes  out  of  your  treasury  ?  A.  We  participate  in  it,  un- 
doubtedly. 

Q.  Is  not  your  consent  asked  in  some  way  or  another  be- 
fore you  participate  in  it?     A.  Not  always. 

Q.  Therefore  you  acquiesce  in  such  a  cut  rate  made  by  the 
fast  freight  line  agent?  A.  At  such  times  we  consider  our- 
selves, as  far  as  our  line  of  road  is  concerned,  to  be  in  the 
market,  the  same  as  we  would  be  in  the  market  for  any 
commodity. 

Q.  And  that  is  the  system  which  has  been  abandoned  ?  A. 
Yes,  sir. 

Q.  There  is  another  system  which  you  have  abandoned,  I 
believe,  and  that  is  to  give  time  contracts  on  the  rate  of  the 
day,  with  a  rebate  representing  a  lower  rate  if  within  the  period 
of  time  the  rate  should  go  down  ;  is  not  that  an  ordinary  kind 
of  contract  ?     A.  I  don't  quite  understand  you. 

Q.  I  am  speaking  now  of  the  nature  of  the  contracts  that 
were  made  with  David  Dows  &  Co.,  if  you  please ;  hadn't 
they  contracts  by  which  they  could  fill  500  cars  of  grain  within 
a  period  of  a  month,  if  you  please,  at  the  given  rate,  the  low 
rate  ruling  for  the  day  ?  A.  I  don't  know  that  they  have  ever 
been  limited  to  any  specific  time. 

Q.  Let  me  draw  your  attention  to  the  circular ;  while  my 
young  man  is  looking  for  the  circular  I  shall  ask  another  ques- 
tion ;  you  were  requested  to  bring  with  you  the  book  or  books, 
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of  copies  therefrom,  showing  rebates,  drawbacks,  overcharges, 
and  the  schedule  rates  which  have  been  allowed  to  the  Ameri- 
can Transfer  Company,  the  United  and  the  Union  Pipe  Lines, 
and  also  all  parties  acting  under  the  Standard  Oil  Company  ar- 
rangement, by  whatever  name  or  title  they  may  appear  upon 
the  books  of  the  corporation,  from  May  1st,  1875,  to  date ;  the 
quantity  of  oil  shipped  upon  which  such  rebates,  drawbacks 
and  overcharges  were  paid,  and  the  schedule  rates  for  the 
transportation  of  the  same  quantity  of  oil  for  other  parties ; 
did  you  bring  that?  A.  I  have,  so  far  as  it  could  be  made  up 
from  the  books  in  my  department. 

Q.  Where  have  you  those  ?     A.  Here.     (Producing  a  sheet.) 

Q.  Is  that  the  whole  information  ?  A.  That  is  all  I  could 
obtain ;  yes,  sir. 

Q.  The  other  papers  are  not  covered  by  this  subpoena  ? 
A.  No,  sir. 

Q.  By  the  bye,  who  else  has  anything  to  do  with  the  fixing 
of  rates  in  your  office  ?     A.  What  rates  have  you  reference  to  ? 

Q.  The  local  rates?  A.  In  the  absence  of  Mr.  Goodman 
his  assistant  has  occasionally  made  rates. 

Q.  Is  he  frequently  absent  ?     A.  Mr.  Goodman  ;  yes. 

Q.  Is  Mr.  Depew  ever  consulted  about  the  fixing  of  rates  ? 
A.  Not  to  my  knowledge. 

Q.  He  accounts  for  them  after  they  are  fixed,  I  suppose  ? 
A.  You  say  so ;  I  have  no  knowledge  of  it. 

Q.  In  this  statement  furnished  by  you  I  do  not  see  any 
statement  of  rebates,  drawbacks,  or  payments  made  in  any 
shape  or  form  to  the  American  Transfer  Company ;  why  is 
that  left  out  ?  A.  I  find  no  record  of  any  such  thing  on  our 
books. 

Q.  Don't  you  know  the  American  Transfer  Company  ?  A. 
Only  by  its  title. 

Q.  What  do  you  know  of  it  ?     A.  That  is  all  I  know  of  it. 

Q.  How  would  the  payments  appear  to  the  American  Trans- 
fer Company  ?     A.  I  have  no  knowledge. 

Q.  When  you  speak  of  your  books  do  you  speak  of  the 
books  in  your  department  ?     A.  Yes,  sir. 

Q.  You  mean  the  freight  department?     A.  Yes,  sir. 

Q.  Therefore,  if  the  payments  are  made  directly  from  the 
Treasury  to  the  American  Transfer  Company  without  the  inter- 
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mediation  of  the  freight  department  you  would  not  know  any- 
thing about  it  ?     A.  I  would  not ;  no,  sir. 

Q.  Therefore,  your  books  would  not  show  those  payments? 
A.  No,  sir ;  not  in  that  event ;  unless  the  account  was  made 
up  in  my  office  it  would  not  show  it  of  course. 

Q.  Did  you  take  any  trouble  to  ascertain  whether  the 
Treasurer's  accounts  would  show  any  payment  to  the  American 
Transfer  Comnany.  ?     A.  No,  sir. 

Q.  What  do  you  know  of  the  American  Transfer  Company  ? 
A.  Simply  what  I  have  stated,  nothing  more. 

Q.  Only  the  title  ?     A.  Only  by  its  title. 

Q.  When  did  you  first  hear  of  that  title  ?  A.  Within  a  very 
short  time. 

Q.  Do  you  think  it  is  a  transfer  company  in  any  sense?  A. 
I  have  every  reason  to  suppose  so  ;  I  don't  know  anything 
about  it. 

Q.  What  makes  you  suppose  that  ?  A.  That  it  is  a  transfer 
company  ? 

Q.  Yes  ?  A.  From  its  title ;  that  is  the  only  knowledge 
that  I  have  about  it. 

Q.  Do  you  know  of  its  transferring  any  oil  ?  A.  Not  person- 
ally. 

Q.  Do  you  know  of  its  participating  in  rates  made  by  you  ? 
A.  I  know  from  a  memorandum  that  I  find  in  my  department 
that  the  rate  from  the  wells  is  partly  made  up  by  an  allowance 
to  what  is  called  the  A.  T.  Company ;  I  suppose  it  indicates 
the  American  Transfer  Company. 

Q.  All  oil  shows  thati  allowance,  don't  it  ?  A.  No,  sir  ;  I 
speak  now  of  crude  oil  coming  from  the  wells. 

Q.  Well,  all  crude  oil  ?  A.  That  comes  from  that  source ; 
yes,  sir. 

Q.  Comes  from  what  source?  A.  From  the  wells — piped 
from  the  wells  to  the  refinery. 

Q.  How  many  through  pipe  lines  do  you  know  of  ?  A.  I 
only  really  know  of  one  pipe  line. 

Q.  What  is  that  ?  A.  That  is  the  one  that  is  mentioned  on 
that  statement ;  that  is  the  only  thing  that  appears  upon  our 
books  that  we  have  had  any  dealings  with. 

Q.  That  is  the  United  Pipe  Line  ?     A.  Yes,  sir. 

Q.  Do  you  know  of  any  other  pipe  line— the  Union  Pipe 
Line  ?     A.  Only  by  its  name. 
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Q.  On  the  voucher  on  which  the  uame  American  Transfer 
Company  appears,  does  the' United  Pipe  Line  Oompauy  also 
appear?  A.  I  have  seen  no  such  voucher,  sir;  I  have  stated 
that  no  such  accounts  appear  ;  no  record  of  it. 

Q.  But  upon  the — if  you  please  to  call  it,  "  way  bill,"  or  by 
whatever  name  yon  choose  to  designate  it  ?  A.  It  is  simply  a 
memorandum  of  the  through  rate  and  its  division. 

Q.  On  that  memorandum  of  the  through  rate  and  its  division, 
does  the  American  Transfer  Company  appear  with  the  United 
Pipe  Line  Company  ?     A.  Combined? 

Q.  No,  on  the  same  memorandum  ?     A.  No,  sir. 

Q.  There  is  no  Pipe  Line  on  that  memorandum  then  ?  A. 
Simply  A.  T.  Company. 

Q.  No  Pipe  Line  there  other  than  that?     A.  No. 

Q.  Sure  ?  A.  On  the  memorandum  that  I  speak  of  I  am 
sure. 

Q.  In  the  case  of  the  division  of  the  rate  with  the  A.  T.  Com- 
pany, would  not  a  payment  necessarily  appear  somewhere  up- 
on your  books  representing  that  division  of  the  rate  ;  and  when 
I  speak  of  your  books,  I  don't  mean  the  books  in  your  depart- 
ment, but  the  books  in  your  corporation?  A.  That  I  cannot 
answer. 

Q.  Don't  you  collect  the  whole  freight  in  New  York  for 
goods  delivered  in  New  York  ?     A.  Ordinarily. 

Q.  And  therefore  the  New  York  Central  &  Hudson  River 
Railroad  Company  would  have  in  its  hands  a  sum  total  of 
freight  which  it  would  have  to  divide  with  the  Lake  Shore, 
with  the  Pipe  Line  Company  or  American  Transfer  Company, 
or  whatever  other  company  participates  in  the  rate,  wouldn't 
it?     A.  I  don't  know  how  that  would  apply. 

Q.  Would  not  that  be  the  course  of  business?  A.  As  to 
goods,  as  you  put  it,  it  would. 

Q.  Why  not  as  to  oil  ?  A.  I  can't  tell  you  ;  I  did  not  make 
the  arrangement. 

Q.  Do  you  know  the  rates  for  oil  ?  A.  I  am  not  very  familiar 
with  it ;  in  fact  I  have  had  very  little  to  do  with  the  manage- 
ment of  the  oil  traffic. 

Q.  Aren't  you  carrying  oil — I  don't  want  to  ask  the  question 
indiscreetly,  because  Mr.  Rutter  told  me  that  unless  I  have 
special  reason  for  wanting  to.  know  the  exact  rate,  that  yon 
have  special  reasons  for  not  giving  the  exact  rate  at  which  you 
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are  carrying  oil  just  now — but  are  you  not  carrying  oii  at  less 
than  fifty  cents  a  barrel,  now,  from  the  oil  districts?  A.  Will 
not  the  same  reason  that  you  obtained  from  Mr.  Cutter  apply 
to  me  in  regard  to  that  ? 

Q.  No  ;  because  the  question  that  I  ask  you  would  still  leave, 
I  think,  a  very  considerable  margin  as  to  what  you  are 
carrying  it  at  and  the  rate  ?      A.  What    is    the  question  ? 

Q.  Aren't  you  carrying  it  for  less  than  sixty  cents,  I  wil  put 
it  ?  A.  We  are  participating  in  a  less  rate  than  sixty  cents  ;  if 
yon  ask  us  if  we  carry  for  that,  I  say  no. 

Q.  When  I  speak  of  you,  don't  you  collect  less  than  sixty 
cents  a  barrel  for  all  the  companies,  yours  included,  represent- 
ing tbe  carriage  of  oil  from  the  oil  districts  to  New  York  City  ? 
A.  I  don't  think  we  collect  at  all  for  the  other  companies. 

Q.  You  are  not  answering  my  question?  A.  Pardon  me  I 
thought  I  was. 

Q.  The  collection  is  a  mere  incident  to  my  question,  and  it 
does  not  matter;  are  not  you  and  all  the  other  companies  com- 
bined who  participate  jointly  in  a  rate  for  oil  from  the  oil 
districts  of  Pennsylvania  to  New  York,  carrying  at  a  less  rate 
than  sixty  cents  a  barrel  ?     A.  Yes,  sir. 

Q.  Dees  that  rate  pay?     A.  What  rate? 

Q.  Sixty  cents  a  barrel  ?  A.  I  am  hardly  competent  to 
answer  that,  I  don't  profess  to  know  much  about  the  oil  busi- 
ness. 

By  the  Chairman  : 

Q.  How  low  a  rate  are  you  carrying  it  at;  that  is,  the 
through  rate  from  the  oil  districts  to  New  York  City  ?  A. 
Was  that  same  question  put  to  Mr.  Butter ;  pardon  me. 

By  Mr.  Sterne  : 

Q.  What  was  your  lowest  rate  prior  to  the  completion  of  the 
tide  water  pipe  line?  A.  I  don't  know  when  the  pipe  line 
was  completed. 

Q.  Prior  to  six  months  ago  ;  you  say  you  carried  below  sixty 
cents  a  barrel;  when  did  your  rate  go  down  to  60  cents  a  bar- 
rel ?     A.  Perhaps  I  can  find  it  from  my  memorandum  book. 

Q.  A  barrel  of  oil  weighs  about  350  pounds,  doesn't  it? 
A.  From  350  to  360,  I  believe ;  I  find  a  memorandum  in  my 
book  of  July,  1878,  in  which  the  net  rate  was  80  cents  a  bar- 
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rel,  and  I  believe  that  would  about  answer  the  Chairman's 
question. 

Q.  Eighty  cents  a  barrel  ?     A.  Yes,  sir. 

Q.  That  is  precisely  what  Mr.  Cassatt  testifies  to,  that  that 
was  the  net  rate  to  the  Standard  Company ;  that  would  not 
represent  however,  the  20  cents  paid  to  the  American  Transfer 
Company  if  any  such  20  cents  a  barrel  was  paid?  A.  It 
would  not  represent  it  ? 

Q.  Would  it  ?     A.  If  it  is  the  net  rate  it  would  of  course. 

Q.  No,  but  your  computation  is  made  up,  isn't  it,  oT  a  series 
of  figures  in  which  the  amount  given  to  the  American  Transfer 
Company  plays  no  part  ?  A.  That  is  not  mentioned  in  this  at 
all — the  American  Transfer  Company. 

Q.  So  that  if  there  is  something  in  addition  to  the  American 
Transfer  Company,  that  so-called  net  rate  would  not  be  the 
net  rate,  assuming  that  the  American  Transler  Company  is 
the  Standard  Oil  Company  under  another  name ;  have  you 
any  opinion  whether  the  eighty  cent  rate  paid  the  corporation  ? 
A.  I  think  very  likely  it  did. 

Q.  How  many  miles  do  you  haul  that  oil  ?     A.  About  446. 

Q.  What  is  the  cost  of  an  oil  car  ?     A.  I  can't  say. 

Q.  What  do  you  think  it  is  ?  A.  I  have  no  idea,  I  never 
made  the  inquiry,  that  is  I  have  no  definite  idea. 

Mr.  Sterne — Mr.  Blanchard,  you  were  kind  enough  to  give 
us  the  cost  of  a  milk  car  ;  will  you  be  kind  enough  to  give  us 
the  cost  of  an  oil  car  ? 

Mr.  Blanchard — When  I  get  on  the  stand  I  will  give  the 
cost  of  all  the  cars,  and  a  good  deal  more  information  ;  I 
prefer  not  to  give  it  now ;  you  have  got*  this  witness  on  the 
stand. 

Mr.  Sterne — What  induced  you  to  give  it  yesterday  as  to  a 
milk  car  ? 

Mr.  Blanchard — I  was  asked  for  it  by  the  New  York  Cen- 
tral Koad,  and  not  by  you. 

Q.  Have  you  any  idea  as  to  whether  a  milk  car  costs  more 
than  an  oil  car,  or  an  oil  car  costs  more  than  a  milk  car  ?  A. 
I  should  say  that  a  milk  car  costs  most,  if  I  am  asked  my 
opinion  ;  I  can't  say  definitely. 

Q.  An  oil  car  is  heavier,  isn't  it  ?     A.  I  dare  say  it  is. 
Q.  How  much  do  you  carry  on  an   oil  car  ?     A.  I  believe 
about  80  barrels. 
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Q.  Does  an  oil  tank  car  opst  more  or  less  than  a  milk  car  ? 
A.  I  can't  tell  you. 

Q.  What  is  your  opinion  upon   that  point  ?     A.  I  haven't 
any  opinion  that  would  be  worth  anything  about  it. 
•     Q.  When  you  answered  as  to  an  oil  car,  yoa  spoke  of  an 
oil  car  that  carries  barrels  of  oil,  didn't  you?     A.  Yes,  sir. 

Q.  You  hadn't  in  mind  those  tank  cars  which  carry  oil  in 
bulk  ?     A.  No,  sir ;  not  when  I  answered  the  question. 

Q.  They  would  be  likely  to  be  more  expensive  than  milk 
cars,  wouldn't  they?     A.   Which — the  tank  cars  ? 

Q.  Yes.     A.  I  can't  say. 

Mr.  Sterne — Mr.  Blanchard,  do  you  likewise  refuse  to  give 
us  information  on  that  point  ? 

Mr.  Blanchabd — Unless  some  member  of  the  Committee 
asks  for  it — yes. 

Mr.  Sterne — I  stand  in  the  position  during  the  whole  of  this 
inquiry  of  asking  for  the  members  of  the  Committee. 

Mr.  Shipman — Yes,  and  that  is  a  very  embarrassing  thing 
for  a  man,  in  prosecuting  an  inquiry  and  denouncing  people 
as  guilty  of  high  crimes  and  misdemeanors,  to  assume  to  act 
for  the  Committee,  and  to  represent  the1  Committee  on  each 
occasion.  It  places  the  counsel  on  our  side  in  an  embarrassing 
position,  and  I  respectfully  submit  that  it  is  an  assumption 
that  no  counsel  has  a  right  to  make. 

Mr.  Sterne — Every  question  I  put,  I  put  for  the  informa- 
tion of  the  Committee,  of  course,  and  I  am  here  by  the 
courtesy  of  the  Committee. 

The  Chairman — Mr.  Sterne  is  here  to  act  for  the  Committee 
and  as  an  aid  to  the  Committee  in  developing  the  testimony 
which  is  sought  for  in  the  creation  of  the  Committee,  and  doing 
the  preparatory  work,  and  eliciting  information,  and  the  con- 
duct of  the  examination  is  made  by  consultation  with  the  Com- 
mittee in  advance — with  various  members  of  it,  not  all  of  them. 

Mr.  Shipman— We  accept  the  statement  of  the  Chairman. 

The  Chairman — The  Committee  and  Mr.  Sterne  are  entirely 
in  accord  in  the  investigation,  Judge  Shipman. 

Q.  Now,  Mr.  Clark  will  you  answer  my  question  ;  have  you 
any  means  of  knowing  ?  A.  I  think  I  did  answer  it ;  in  regard 
to  the  cost  of  a  tank  car  ? 

Q.  Yes  ?     A.  No,  sir. 
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Q.  Have  you  any  means  of  ascertaining  what  a  tank  car 
costs  ?     A.  Not  at  present. 

Q.  I  don't  ask  the  exact  price  ;  have  you  any  opinion  on  the 
subject?     A.  No,  sir. 

Q.  Do  you  fix  the  rate  on  milk  ?     A.  No. 

Q.  Did  you  find  that  fixed  ?     A.  Yes,  sir. 

Q.  Did  not  interfere  with  it  ?     A.  No,  sir. 

Q.  You  heard  complaints  at  times,  didn't  you?  A.  I  did 
once  or  twice  hear  of  some  people  who  came  in  and  talked  it 
over. 

Q.  You  say  a  rate  of  eighty  cents  a  barrel,  each  barrel  weigh- 
ing 350  pounds,  pays  the  company  to  haul  450  miles— and 
which  haul  they  divide — the  eighty  cents  a  barrel  they  divide 
between  how  many  companies  ?  A.  When  I  said  about  450 
miles  I  gave  you  length  of  our  road,  not  the  entire  distance 
the  oil  is  hauled. 

Q.  Then  there  is  an  additional  distance  ?     A.  Yes,  sir. 

Q.  Tell  us  what  the  whole  distance  is  as  represented  by  the 
eighty  centb  a  barrel  ?  A.  Coming  from  Cleveland,  where  the 
great  majority  of  it  is  shipped  from,  refined,  it  would  be  629 
miles.  * 

Q.  What,  is  the  New  York  Central  &  Hudson  River's  pro- 
portion of  the  eighty  cents  ?  A.  A  fraction  less  than  seventy- 
one  per  cent. 

Q.  Then  the  eighty  cents  a  barrel  you  have  given  us,  is  for 
the  refined?     A.  Yes,  sir. 

Q.  What  do  you  get  for  crude  ;  what  was  the  relative  pro- 
portion at  the  time  ;  I  mean  what  was  the  exact  net  rate,  at  the 
time  when  you  obtained  eighty  cents  for  refined,  for  crude  ? 
A.  You  will  have  to  permit  me  to  look  at  my  memorandum, 
for  I  have  had  very  little  to  do  with  this  oil  business,  and  I 
have  not  got  it  in  my  head  referring  to  memorandum  ac- 
cording to  my  memorandum  it  would  be  eighty-one  cents. 

Q.  What — do  you  charge  more  for  crude  than  for  refined  at 
the  same  time?  A.  It  seems  so  by  this  memorandum;  that 
is,  the  net  rate  is  one  cent  more. 

Q.  The  refined  was  taken  at  Cleveland  mainly  ?  A  Mainly ; 
yes,  sir. 

Q,  By  the  Standard  Company  ?     A.  Yes,  sir. 

Q.  Would  not,  according  to  railway  parlance,  refined  oil 
bear  more  than  the  crude,  being  more  valuable  ?  A.  The  rate 
28 
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on  refined  is  made  upon  a  certain  rule  which  reduces  crude  to 
refined  in  the  ratio  of  -f|  barrels  of  crude;  it  requires  that  to 
produce  one  barrel  of  refined. 

Q.  How  ?  A.  I  say  the  rate  determined  upon  refined  oil  is 
that  it  requires  \$  barrels  of  crude  to  produce  one  barrel  of 
refined,  and  that  the  oil  refined  at  Cleveland  paid  the  crude 
rate  there ;  the  crude  rate  is  included  in  that  rate. 

Q.  Paid  the  crude  rate  ?     A.  Yes,  sir. 

Q.  So  that,  substantially,  isn't  it,  or  is  it  not  so — you  carried 
refined  oil  at  lower  rates  than  you  did  the  crude  ?  A.  It  would 
seem  so  at  that  time,  by  this  momorandum ;  that  is  all  the 
knowledge  that  I  have. 

Q.  Is  not  this  true,  that  you  carry  the  crude  to  Cleveland  to 
the  Standard  Oil  Company's  works,  and  that  after  that  oil  is 
refined,  you  carry  the  refined  oil  to  New  York,  giving  to  the 
Standard  Oil  Company  a  rebate  representing  the  carriage  of 
the  crude  from  the  works  to  the  refineries  at  Cleveland.  A. 
I  understand  so. 

Q.  That  is  the  course  of  the  business,  and  it  is  that  course 
which  has  transferred  the  refineries  of  Pennsylvania  to  Cleve- 
land, it  is  not  ?     A.  I  can't  say  as  to  that. 

Q.  Or,  rather  it  has  transferred  the  business  of  the  refineries 
of  Pennsylvania  to  Cleveland  ?     A.  I  can't  determine  that. 

Q.  You  have  not  heard  anything  about  that  at  all — about 
the  injustice  and  wrong  that  was  done  in  that  way  ?     A.  No. 

Q.  This  statement  that  you  give  us,  does  that  represent  the 
parties  who  ship  under  what  is  known  as  the  Standard  Oil 
arrangement  ?  A.  I  got  that  from  a  young  man  who  is  em- 
ployed to  keep  the  records  of  oil  shipments,  aud  he  gave  me 
these  names,  as  it  is  headed  here — and  I  suppose  you 
noticed  that — as  including  the  parties  who  are  supposed  to  be 
acting  under  that  arrangement. 

By  the  Chairman  : 

Q.  Do  you  understand  that  to  comprehend  all  of  them  ? 
A.  So  far  as  my  information  goes,  I  obtained  it  from  that 
source. 

By  M.  Stekne  : 

Q.  What  is  the  relative  proportion  of  the  oil  shipped  over 
your  road  by  the  Standard  Oil  arrangement  as  compared  with 
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all  the  oil  shipped  to  anybody  else  ?  A.  I  cannot  say ;  I  have 
kept  no  record  of  it. 

Q.  Isn't  it  substantially  the  whole?  A.  It  is  the  larger 
part. 

Q.  Isn't  it  so  much  the  larger  part  that  it  is  substantially 
the  whole  of  the  traffic  ?  A.  I  don't  know  that  I  could  answer 
that  question  any  more  definitely  than  to  say  that  it  is  con- 
siderably the  largest  part ;  what  percentage  of  the  whole  I 
cannot  say. 

Q.  Did  you  represent  the  New  York  Central  &  Hudson 
River  Railroad  Company  at  any  conference  in  relation  to  fix- 
ing the  rates  on  oil  ?     A.  No,  sir. 

Q.  Do  you  know  what  the  rate  is  to  the  Standard  below 
the  rate  to  anybody  else?     A.  At  what  time  ? 

Q.  Say  during  the  year  1878  ?  A.  I  could  not  at  this  mo- 
ment say. 

Q.  Tou  know  that  there  is  a  difference  made  ?  A.  Yes, 
sir. 

Q.  How  large  is  that  difference  in  favor  of  the  Standard  ? 
A.  I  cannot  say  just  now. 

Q.  You  pay  10  cents  a  barrel,  don't  you,  to  the  Standard 
for  pipeage  here,  or  terminal  facilities  here  ?  A.  I  don't  know 
how  that  is — you  mean  at  New  York  ? 

Q.  In  New  York  ?  A.  I  don't  know  how  that  is,  but  I  think 
Mr.  Rutter's  statement  covered  that. 

Q.  No,  it  does  not.  A.  Mr.  Rutter's  testimony  covered  what 
was  paid  for  terminal  facilities  provided  at  New  York,  and 
that  is  the  only  answer  I  can  make  to  the  question. 

Q.  That  is  a  terminal  of  10  cents  a  barrel,  isn't  it  ?  A.  No, 
sir ;  it  does  not  say ;  I  don't  know  what  it  is. 

Q.  He  don't  state  what  it  is  ?  A.  No,  sir ;  you  have  his 
evidence  here ;  it  was  made  from  this  statement. 

Q.  That  does  not  include  what  is  paid  to  the  Standard,  under 
the  head  of  terminal  facilities  ?  A.  It  says  "  Terminal  facilities 
provided  at  New  York." 

Q.  But  the  amount  paid  to  the  Standard  for  such  terminal 
facilities  is  not  stated  there  ?  A.  It  is  not  stated  here  ;  no. 

Q.  That  amount  is  ascertainable,  isn't  it  ?  A.  I  assume  so. 

Q.  It  is  not  stated  upon  your  statement  there  ?     A.  No,  sir. 

Q.  Why  didn't  you  put  it  on  your  st-itement?  A.  I  didn't 
suppose  that  it  was  required. 
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Q.  Will  you  kindly  take  this  with  you  again  and  complete 
it ;  and  ascertain  also  from  the  Treasurer's  department  of  your 
railway  company  the  amount  of  the  American  Transfer 
Company's  share,  to  what  extent  and  what  volume  of  traffic, 
and  the  rate,  and  to  what  degree  the  American  Transfer  Com- 
pany shared  in  the  traffic  of  oil  on  your  road  ?  A.  If  you  will 
be  kind  enough  to  have  youv  young  man  note  that  down  for 
me. 

The  Chairman — Put  those  questions  in  writing,  Mr.  Sterne, 
so  that  there  will  be  no  mistake. 

Mr.  Sterne — Yes,  sir;  and  also  the  amount  paid  to  the 
Standard  under  the  head  of  terminal  facilities. 

The  Chairman — Ascertain  also,  Mr.  Clark,  whether  this 
Transfer  Company  receives  compensation  upon  oil,  which  they 
do  not  in  any  sense  handle  or  do  not  at  all  handle ;  if  they  get  an 
allowance  upon  oils  passing  over  other  routes  ;  and  can  you  as- 
certain also  just  what  this  Standard  Oil  Company  comprehends 
— what  firms  ?  A.  No,  sir ;  I  don't  think  I  have  the  means 
of  ascertaining  either  of  your  two  last  propositions. 

By  Me.  Steene  : 

Q.  Do  you  know  Mr.  Bostwick  ?     A.  No,  sir. 

By  the  Chairman  : 

Q.  When  you  say  you  have  not  the  means,  do  you  mean  in 
your  department  simply?  A.  I  don't  think  I  have  the  means 
at  all. 

Q.  You  don't  think  that  your  road  have  ?  A.  I  can't  say  as 
to  that. 

Q.  I  suppose  if  we  ask  this  information  of  you  it  would  be 
just  as  well  as  if  we  asked  it  from  any  other  member  of  the 
road,  would  it  not,  if  it  is  obtainable  from  your  office  at 
all  ?  A.  The  question  that  Mr.  Sterne  put  would,  but  I  hardly 
think  yours  would. 

Q.  Then  who  shall  we  call  upon  in  connection  with  your 
road  for  the  information,  if  we  cannot  obtain  it  from  you  ?  A. 
Our  General  Auditor  might  know  more  about  that  than  I  do. 

Q.  Who  is  that  ?     A.  Mr.  Chambers. 

By  Mr.  Steene  : 

Q.  Do  you  know  what  proportion  your  local  traffic  on  your 
system  of  railway  bears  to  your  through  traffic  ?     A.  No. 


1339 

Q.  Whose  business  is  it  to  know  that  in  your  railway  ?  A. 
I  don't  know  that  it  devolves  upon  anybody. 

Q.  Have  you  any  opinion  upon  that  subject?  A.  Nothing 
more  than  what  was  stated  yesterday  ;  beyond  that  I  have  not. 

Q.  Are  you  familiar  with  the  Erie  Railway  line  ?  A.  No, 
sir ;  not  particularly,  I  never  have  been  over  it. 

Q.  Then  you  don't  know  whether  your  local  traffic  is  larger 
or  smaller  than  theirs  ?  A.  No,  sir  ;  I  don't  positively  know  ; 
I  should  say  that  ours  was  the  largest,  from  the  section  of  the 
country  that  we  pass  through  ;  that  is  the  only  thing  that  I 
would  base  my  opinion  upon. 

Q.  What  is  your  opinion  as  to  your  proportion  of  the  through 
traffic  ;  it  is  also  larger,  isn't  it?     A.  Than  the  Erie  ? 

Q.  Than  the  Erie  ?     A.  I  can't  say. 

Q.  Do  you  fix  the  rates,  or  were  they  fixed  for  you,  as 
to  the  Standard  Oil  Company?  A.  I  never  have  fixed  them  ; 
never  had  any  voice  in  them. 

Q.  Have  you  any  relation  to  the  stock  yard  system  of  your 
road  ?     A.  Not  the  slightest. 

Q.  Is  there  any  officer  of  your  corporation  under  whose 
charge  the  cattle  and  live  stock  traffic  is  ?     A.  Yes,  sir. 

Q.  Who  is  that?     A.  Mr.  Dutcher. 

Q.  He  is  also  an  officer,  either  president  or  other  officer  of 
the  Stock  Yard  &  Market  Company,  isn't  he — "The  Union  Stock 
Yard,"  I  believe  it  is  called?  A.  He  is  of  the  "  stock  yards." 
I  don't  know  anything  about  the  "  market  company." 

Q.  Isn't  there  a  stock  yard  company  doing  business  for 
your  railroad  in  the  City  of  New  York,  having  the  title  of  the 
Union  Stock  Yard  and  Market  Company  ?  A.  I  don't  know 
it  by  that  name  ;  it  is  possible  ;  I  only  know  it  by  the  name  of 
stock  yards. 

Q.  What  is  the  name  of  the  leading  stock  yard  that  stands 
in  close  relation  to  your  company  ?  A.  I  believe  that  is  it  that 
you  gave — "  The  Union  Stock  Yard." 

Q.  That  is  an  independent  corporation,  isn't  it  ?  A.  I  be- 
lieve so. 

Q.  Do  you  know  what  they  charge  for  yardage  ?  A.  I  can't 
say  at  this  moment ;  I  can  tell  at  my  office. 

Q.  Don't  you  pay  the  yardage,  or  make  out  vouchers  which 
represent  the  yardage  ?  A.  Yes,  sir ;  I  don't  make  them ;  I 
certify  to  those  accounts. 
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Q.  From  the  books  under  jour  control  you  can  furnish  to 
this  Committee  the  information  representing  how  much  yard- 
age you  pay  and  upon  what  you  pay  it  ?     A.  Yes,  sir. 

Q.  Does  that  yardage  find  its  way  again  into  the  freight 
bills,  or  do  you  make  the  rate  independent  of  the  yardage  ? 
A.  Well,  on  hogs  especially,  the  through  rate  from  the  west, 
the  yardage  is  provided  for  in  the  rate. 

Q.  In  the  rate  ?     A.  Yes,  sir. 

Q.  As  to  horned  cattle?     A.  It  is  not. 

Q.  The  consignee  pays  the  yardage?  A.  I  can't  say;  Mr. 
Dutcher  can  tell  better  about  that. 

Q.  Don't  you  know  ?  A.  No  ;  I  don't  have  anything  to  do 
with  it  except  to  certify  to  the  accounts. 

Q.  Do  you  fix  through  rates  between  Liverpool  and 
Chicago  ?     A.  No,  sir ;  never  have. 

Q.  Do  you  know  what  they  are  ?     A.  No,  sir. 

Q.  Do  you  fix  the  rates  as  to  through  bills,  or  assent  to 
rates  as  to  through  bills  from  Chicago  to  Liverpool?  A. 
Through  bills  ;  what  do  you  mean  ;  through  bills  of  lading  ? 

Q.  Through  bills  of  lading  ?  A.  In  assenting  to  it,  do  you 
mean  that  we  participate  in  the  inland  rate? 

Q.  You  cannot  participate  without  assenting  to  it,  can  you  ? 
A.  I  want  to  get  your  point — to  Liverpool  or  the  seaboard? 

Q.  And  your  inland  rate  depends  somewhat  upon  the  rate 
on  the  ocean,  does  it?  A.  It  does  not  under  the  pooling  ar- 
rangement. 

Q.  But  until  the  pooling  arrangement  came  into  existence 
it  did  ?  A.  In  some  cases  it  would  vary  according  to  the 
ocean  rate. 

Q.  Don't  you,  therefore,  know  what  the  rate  is  for  through 
bills  from  Chicago  to  Liverpool  ?     A.  At  this  present  time  ? 

Q.  Either  at  this  time  or  at  any  other  time  ?  A.  No,  sir  ;  I 
never  had  anything  to  do  with  it ;  that  is  a  separate  depart- 
ment. 

Q.  "Who  has  charge  of  thafdepartment  ?     A.  Mr.  Mcllhenny. 

Q.  He  informed  us  that  his  rates  are  fixed  for  him  by  Mr. 
Butter  or  by  you  ?     A.  He  now  speaks  of  the  inland  rate. 

Q.  Then  there  is  a  rate  over  which  he  had  control  which 
was  not  fixed  either  by  you  or  by  Mr.  Butter?  A.  At  certain 
times  when  there  was  a  disturbance  in  rates,  undoubtedly  the 
rates  were  made  through  to  Europe  without  consulting  Mr- 
Butter  or  myself,  but  those  are  exceptions  to  the  rule. 
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Q.  Don't  you  know  of  a  period  of  time  when  the  rates  from 
Chicago  to  Liverpool  were  considerably  lower  than  the  rates 
from  Chicago  to  New  York,  and  from  New  York  to  Liverpool  ? 
A.  I  shall  have  to  answer  that  in  two  sections,  as  you  have 
put  it ;  I  never  knew  a  time  when  they  were  more  to  New 
York  ;  and  as  to  the  rate  from  New  York,  I  am  ignorant ;  I 
can't  say  a  word  about  it ;  I  never  had  anything  to  do  with  it. 

Q.  Let  me  repeat  the  question  in  another  form  ;  you  prob- 
ably did  not  understand  me  fully;  don't  you  remember  a  time 
when  the  combined  rate,  cut  rate,  net  rate,  from  Chicago  to 
New  York,  and  the  prevailing  ocean  rates  from  New  York  to 
Liverpool,  were  together  largely  in  excess  of  the  rate  fixed  in 
bills  of  lading  at  the  same  time  for  grain  from  Chicago  to 
Liverpool  under  terms  which  are  known  as  through  bills  at 
Chicago  ? 

The  Chaikman — Do  you  mean  in  excess  ? 

Mr.  Stekne— The  rates  from  Chicago  to  New  York,  the  net 
rate,  combined  with  tlie  then  prevailing  ocean  freight  rates, 
were,  when  added  together  largely  in  excess  of  the  through 
rate  as  fixed  at  Chicago  for  Liverpool  ?     A.  No,  sir. 

Q.  When  you  answer  "  no,  sir,"  do  jou  mean  that  you  don't 
know.     A.  Yes,  sir ;  I  mean  to  say  that  I  don't  know. 

Q.  You  don't  mean  to  deny  the  fact  ?  A.  I  mean  to  say  that 
I  don't  know. 

Q.  Who  would  be  likely  to  know  that  fact  in  your  office  ?  A. 
I  don't  know  that  anyone  in  my  office;  Mr.  Mcllhenny  would  be 
conversant  with  it  if  anybody. 

Q.  In  the  event  of  there  being  such  a  difference  in  rates  at 
the  same  time,  your  rate  for  the  haul  from  Buffalo  to  New 
York  would  be  considerably  below  the  regular  rate,  wouldn't 
it?  A.  You  mean  the  regular  rate  from  Buffalo  or  the  rate 
from  Chicago. 

Q.  If  there  was  a  through  bill  giving  a  rate  from  Chicago  to 
Liverpool  at  70  cents  a  hundred,  if  you  please,  and  the  rate 
from  Chicago  to  iNew  York  at  that  time  (cut  rate),  was  20  cents 
a  hundred,  and  the  rate  from  New  York  to  Liverpool  if  you 
■please  was  60  cents  a  hundred,  you  would  have  then  a  rate  10 
cents  a  hundred  less  to  deal  with  between  Chicago  and  Liver- 
pool than  the  two  combined  rates — wouldn't  you  ?  A.  In  that 
case,  yes. 

Q.  Then  would  not  your  proportion  of  the  haul  from  Buffalo 
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to  New  York,  be   lessened  by  such  an   arrangement  ?     A.  It 
would  necesarily. 

Q.  Mow,  are  not  there  books  in  your  office  or  under  your 
control  which  would  show  that  fact  if  it  existed  at  all  ?  A. 
No,  sir. 

Q.  Where  would  that  fact  appear?  A.  I  have  answered  you 
as  well  as  I  can — Mr.  Mcllhenny  would  know  more  about 
it  5  the  books  in  my  office  would  show  the  rate  that  we  partici- 
pate in  to  New  York  only. 

Q.  For  instance,  haven't  you  a  book  in  your  office  in  which 
there  would  appear  as  to  a  certain  day  the  rate  from  Chicago 
to  New  York  that  you  participated  in,  and  at  the  same  time  or 
on  the  same  day  the  rate  from  Chicago  to  Liverpool  in  which 
you  participated?     A.  No,  sir. 

Q.  So  you  could  not  tell  from  your  books  what  rates  you 
participated  in  from  day  to  day  ?  A.  Do  you  mean  between 
Chicago  and  New  York  ? 

Q.  Chicago  and  New  York,  and  also  from  Chicago  to  Liver- 
pool ?  A.  I  cannot  say  as  to  Chicago  to  Liverpool  but  from 
Chicago  to  New  York,  yes. 

Q.  You  could  not  tell,  if  the  rate  should  vary,  whether  that 
arose  by  reason  of  the  Liverpool  shipment  or  not?  A.  Prob- 
ably not  frojji  my  books ;  might,  in  some  cases. 

Q.  Mr.  Mcllhenny  woulrl  be  the  only  person  who  could  tell 
that?     A.  Yes. 

Q.  Do  you  know  anything  as  to  the  differences  of  rates  as 
between  the  Cities  of  New  York,  Philadelphia,  Baltimore  and 
Boston  to  Liverpool?     A.  No,  sir. 

Q.  You  don't  know,  then,  whether  or  not  the  rates  are  sub- 
stantially the  same?  A.  No,  sir;  I  never  had  to  deal  with 
them. 

Q.  You  have  no  dealings  with  ocean  freights  ?  A.  No,  sir  ; 
not  at  all. 

Q.  Is  there  a  difference  between  steamer  freights  and  sailing 
vessels  ?     A  I  understand  so. 

Q.  And  there  is  a  difference  also,  isn't  there,  in  relative  pro- 
portion as  to  which  steamers  will  carry  freights  through  either 
from  or  to  New  York,  or  from  or  to  Philadelphia  and  Baltimore, 
as  compared  with  sailing  vessels?  A.  Yes  ;  if  there  is  a  differ- 
ence of  course  there  is  a  relative  proportion. 

Q.  No,  no ;'  Isn't  there  a  difference  also  ;  to  put  it  to  you  in 
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a  concrete  form — a  sailing  vessel,  we  are  informed,  will  go  at 
the  same  rate  to  or  from  Philadelphia,  Baltimore,  Boston  or 
New  York,  whereas  a  steamer  will  make  a  difference  in  the 
rate  in  favor  of  New  York ;  do  you  know  anything  about  that 
fact?     A.  No,  sir;  I  know  nothing  about  it. 

Q.  Do  you  know  anything  about  the  fact  as  to  what  the 
difference,  if  any  there  is,  between  those  respective  cities,  is  ? 
A.  No,  sir.' 

Q.  Do  you  know  why  it  was  that  the  rates  were  fixed  higher 
for  New  York  than  for  Baltimore  or  Philadelphia  ?  A.  Ordy 
as  Mr.  Vanderbilt  stated  it  yesterday  or  the  day  before. 

Q.  You  had  nothing  to  do  with  it  ?     A.  No. 

Q.  Do  you  know  why  it  was  that  the  rates  for  Boston  were 
fixed  the  same  as  they  are  for  New  York  ?  A.  Only  as  he 
stated  it. 

Q.  You  have  no  personal  opinion  upon  the  subject  at  all? 
A.  No,  sir. 

Q.  Have  yon  any  knowledge  upon  the  subject  of  your 
revenue,  as  to  whether  or  not  it  is  more  largely  derived  from 
your  local  or  from  your  through  traffic?  A.  No  definite 
knowledge ;  no,  sir. 

Q.  Which  part  of  your  business,  do  you  think,  pays  you 
best,  your  through  or  your  local  ?     A.  It  is  hard  to  tell. 

Q.  Is  it  hard  to  tell  because  you  don't  want  to  tell?  A.  No, 
sir ;  because  I  have  not  got  the  data  in  my  mind ;  I  have 
never  looked  it  up. 

Q.  Have  you  any  opinion  upon  the  subject?  A.  I  have 
never  gone  into  it. 

Q.  You  don't  know  whether  your  milk  trains  pay  you  any 
better  than  your  petroleum  trains  ?  A.  I  can't  answer  that 
question. 

Q.  You  don't  know  whether  getting  60  cents  a  hundred  for  a 
haul  for  50  miles  pays  you  any  better  than  getting  about  6 
cents  a  hundred  or  5  cents  a  hundred  for  a  haul  of  400  miles  ? 
A.  We  have  got  to  consider  the  volume  a  good  deal  in  deter- 
mining that  question. 

Q.  I  insist  upon  an  answer  to  my  question ;  do  you,  or 
don't  you  know  ?     A.  I  don't  know  definitely. 

Q.  Let  me  draw  your  attention  to  one  sentence  in  this  circu- 
lar, Exhibit  No.  1,  August  20th,  the  Circular  No.  46 ;  I  will 
read  it  to  you  :  "  The  Executive  Committee  of  the  Trunk  Lines, 
29 
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"  acting  under  Article  31  and  32,  in  their  meeting  held  at  Long 
"  Branch,  July  23d,  1879,  have  agreed  for  the  roads  which 
"  they  represent  to  discontiue  hereafter  the  practice  of  con- 
"  tracting  for  any  special  or  given  lots,  blocks,  or  quantities  of 
"  freight  at  tariff  rates,  or  (blank)  less  than  tariff  rates,  to  the 
"  seaboard,  on  home  or  foreign  business  "  ;  will  you  explain  to 
us,  please,  what  is  meant  by  the  "  practice  of  contracting  for 
special  or  given  lots  or  blocks  or  quantities  of  freight  at  tariff 
rates"?  A.  That  plan  contemplates  a  ten  days'  notice  when 
rates  are  changed. 

Q.  You  are  not  answering  my  questions.  A.  I  will  get  at  it 
in  a  moment ;  I  merely  want  to  preface  it  in  order  that  you 
may  understand ;  formerly,  when  rates  were  changed,  we 
found  that  at  almost  every  important  point  in  the  west,  they 
had  made  certain  engagements  to  a  greater  or  less  extent  that 
would  run  past  the  date,  on  which  the  new  rates  took  effect, 
very  largely,  and  the  object  of  this  is  to  restrict  them  to  the 
limited  time. 

Q.  So  that  you  carry  at  tariff  rates  only  what  is  offered  at 
the  time,  and  refuse  to  contract  to  carry  at  the  tariff  rates  for 
any  special  period  of  time?     A.  Yes,  sir. 

Q.  Do  you  know  of  the  practice  of  your  corporation  in  com- 
mon with  others  which  prevailed  in  the  past,  of  giving  con- 
tracts at  tariff  rates  for  time,  agreeing  that  if  the  rate  would 
change  downward  that  you  would  change  with  it  ?  A.  Some 
of  our  connections  have  made  that  arrangement. 

Q.  But  you  have  participated  in  it,  haven't  you  ?  A.  I  can- 
not say  at  this  moment. 

Q.  If  some  of  your  connections  have  made  that  arrangement, 
as  to  blocks  of  wheat,  or  grain,  going  to  the  seaboard,  you  must 
have  participated  in  it  ?  A.  In  that  case  it  would  have  been 
at  a  given  rate  ;  now  you  are  speaking  of  when  the  rate  is  re- 
duced. 

Q.  For  instance,  if  some  of  your  connections,  say  the  Lake 
Shore  Bailroad,  at  Chicago,  would  make  an  agreement  with 
David  Dows  &  Co.,  at  Chicago,  that  they  would  allow  them  to 
fill  500  cars  at  the  rate  of  to-day,  and  would  ship  for  them  at 
whatever  rate  would  prevail  less  than  the  rate  to-day,  for  a 
period  of  a  month,  would  not  you,  during  that  period  of  a 
month,  participate  in  whatever  rate,  however   much  reduced 
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the  Lake  Shore  road  had  agreed  to  carry  that  freight  at  ?  A. 
If  that  was  a  bargain  we  would. 

Q.  Has  not  that  been  frequently  the  practice  of  connecting 
roads  in  which  you  have  participated  ?     A.  Not  frequently. 

Q.  Is  not  that  one  of  the  practices  which  you  promised  to 
give  up  in  the  circular?     A.  Yes,  sir. 

Q.  Is  that  a  practice  that  you  supposed  your  road  could 
not  do  without  ?  A.  If  we  were  consulted  about  it  I  dare  say 
we  should  object  to  it  and  decline  It,  but  sometimes  it  is  made 
and  they  may  use  our  route  or  not  as  they  please  ;  they  make 
it  for  any  route. 

Q.  That  you  surrender  by  this  (referring  to  the  circular)  ? 
A.  Yes,  sir. 

Q.  You  also  surrender  making  cut  rates,  don't  you?  A. 
Yes,  sir. 

Q.  You  surrender  making  special  contracts  of  any  kind  ? 
A.  Yes,  sir. 

Q.  You  agree  to  publish  a  tariff  and  adhere  to  it  ?  A. 
Yes,  sir ;  that  is  the  directions  there. 

Q.  And  you  believe  that  to  be  good  railway  practice  and 
good  railway  economy  ?  A.  I  don't  see  how  it  can  be  con- 
trolled any  other  way. 

Q.  Why  is  it  not  good  railway  practice  and  railway  econ- 
omy in  referenoe  to  local  traffic  if  it  is  as  to  through  traffic  ? 
A.  I  don't  think  that  we  could  do  our  local  business  on  any 
such  basis ;  I  don't  think  we  could  publish  a  fixed  tariff. 

Q.  Won't  you  give  the  Committee  the  benefit  of  your  think- 
ing on  that  subject ;  of  why'it  is  a  sound  railway  economy  and 
railway  practice  not  to  have  special  rates  or  special  contracts 
as  to  through  business,  and  why  it  is  good  railway  economy 
and  good  railway  practice  to  have  special  rates  as  to  local 
business  ?  A.  Will  not  Mr.  Vanderbilt's  reply  to  about  the 
same  question  cover  it  ? 

Q.  I  want  your  reply  ?  A.  I  cannot  explain  it  any  better 
than  he  did  yesterday. 

Q.  Give  us  your  explanation,  because  it  is  well  to  have 
those  explanations  from  different  points  of  view  ?  A.  I  think 
the  local  traffic  on  the  line  of  our  road  could  not  be  done  on 
any  such  system  as  that ;  I  think  we  would  lose  it  largely. 

Q.  Now,  tell  us  why  ?  A.  Because  we  have  competing  rail 
lines ;  we  have  the  canal  along  the  best  part  of  our  line. 
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Q.  But  you  have  a  good  many  more  competing  rail  lines  as  to 
your  through  traffic  than  you  have  as  to  your  local,  and  there- 
fore to  the  extent  that  competition  comes  in,  that  reason  would 
prevail  more  largely  as  to  the  through  traffic  than  as  to  the 
local?  A.  "We  do  not  have  the  same  control  over  western 
rates  as  we  do  over  our  own. 

Q.  You  are  not  answering  my  question  ;  perhaps  you  do  not 
understand  it ;  you  say  the  reason  why  you  do  not  think  you 
could  do  the  local  business  on  the  same  principle  that  you  do 
the  through,  is  because  you  have  got  a  competition  on  the 
local ;  now,  I  ask  you  whether  you  have  not  more  competition 
as  to  the  through  than  you  have  as  to  the  local;  whether  you 
have  not  as  to  the  through  all  the  competition  that  you  have 
as  'to  the  local,  plus  the  railways  that  run  to  the  through 
points  ?  A.  The  competition  is  very  much  more  extensive  on 
the  through,  of  course. 

Q.  Therefore  the  reason  cannot  be  the  one  you  have  named, 
that  you  have  competition  as  to  your  local  ?  A.  Yes,  I  still 
think  so. 

Q.  Is  there  any  other  reason  that  you  think  of  ?  A.  If  you 
go  back  a  little,  I  think  we  would  not  have  carried  Crouse's 
business  at  all,  except  for  that  reason. 

Q.  There  are  some  points,  are  there  not,  on  your  road  where 
you  have  no  competition  at  all  ?     A.  Oh,  yes  ;  a  few. 

Q.  Then,  if  you  give  any  special  rates  at  those  points  differ- 
ing from  a  tariff  rate,  the  reason  of  competition  would  not 
apply  ?     A.  Not  from  that  point. 

Q.  Upon  what  basis  or  reason  do  you  consider  it  good  rail- 
way economy  to  make  special  rates  as  to  such  points  as  com- 
pared with  the  through  ?  A.  In  those  cases  I  think  you  will 
find  that  it  simply  includes  a  .territory  on  our  line,  and  a  man 
operating  all  along  our  line  at  different  points  would  cover, 
in  his  transactions,  points  that  were  non-competitive,  and  we 
make  perhaps  a  general  rate  with  him,  even  going  past  a  non- 
competing  point  to  reach  a  competing  one. 

Q.  If  there  are  cases  to  which  that  does  not  apply,  what 
principle  would  govern  them  ?     A.  What  is  that? 

Q.  If,  for  instance,  the  Committee  have  before  them  now 
cases  where  that  territorial  district  principle  does  not  apply,  on 
what  principle  then  do  you  make  special  rates  to  such  a  place? 
A.  I  cannot  say,  unless  it  is  that  we  can  put  a  man  operating 
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from  that  point  pretty  Dearly  on  a  level  with  his  competitor 
who  is  operating  from  other  points  ;  that  would  be  my  judg- 
ement ;  I  have  not  had  the  management  of  it. 

Q.  You  do  not  enterinto  any  inquiry  about  that  question? 
A.  Not  unless  something  unusual  arises. 

Q.  Not  unless  some  body  comes  to  you  and  asks  for  a 
special  rate  ?     A.  Yes. 

Q.  Then  you  determine  what  it  shall  be?  A.  I  usually  turn 
them  over  to  Mr.  Goodman. 

Q.  Mileage  has  nothing  to  do  with  it  ?  A.  In  making  spe- 
cial rates  ? 

Q.  Yes.     A.  No,  sir;  not  altogether. 

Q.  Have  you  ever  calculated  how  much  the  terminal  hand- 
ling of  goods  enters  into  the  rate?     A.  No,  sir. 

Q.  You  don't  know  the  difference  between  the  value  of  the 
haul  and  the  value  of  the  terminal  handling  ?  A.  No,  I  do 
not  feel  competent  to  answer  that. 

Q.  And  in  fixing  rates  when  the  question  was  submitted  to 
you,  you  had  not  those  matters  in  mind  at  all  ?     A.  No. 

Q.  Have  you  in  mind  any  unit  upon  the  basis  of  which  a 
freight  rate  should  be  made — car  load,  train  load,  regularity 
of  shipment,  or  anything  else9  A.  No,  sir;  I  never  thought 
of  the  thing  until  I  heard  it  mentioned  yesterday. 

Q.  Until  I  mentioned  it  ?  A.  Yes ;  until  it  was  mentioned 
in  the  roo'm  yesterday. 

Q.  And  then  if  you  did  not  think  of  it,  this  question  did  not 
enter  into  your  mind  or  did  not  enter  into  the  computation  of 
a  rate?  A.  It  has  not;  but  you  understand  I  did  not  make 
the  rates  ;  I  found  them  there. 

Q.  But  we  understand  you  to  say  that  at  times  when  Mr. 
Goodman  had  some  difficulty  he  submitted  the  question  to  you 
as  his  superior  officer  ?     A.  I  say  no  they  did  not. 

Q.  They  did  not  enter  into  your  mind  ?     A.  No. 

Q.  Had  you  in  mind  the  building  up  of  the  domestic  in- 
dustry of  a  particular  place  ?     A.  Yes,  sir. 

Q.  That  did  enter  into  your  mind  ?     A.  Yes,  sir. 

Q.  To  what  extent  ?  A.  I  consider  special  rates  promote 
that  to  a  very  great  extent. 

Q.  Now,  you  are  speaking  generally,  but  in  the  particular 
instance  to  which  you  refer  ?     A.  Which  one  is  that  ? 
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Q.  When  a  case  was  submitted  to  you  by  Mr.  Goodman  ? 
A.  You  mean  Mr.  Crouse  ? 

Q.  Yes  ;  had  you  that  in  mind  ?     A.  No. 

Q.  Would  not  a  general  tariff  rate  as  low  as  the  special  rate 
promote  the  domestic  industry  of  our  State  still  more  ?  A.  No. 

Q.  You  don't  think  it  would  ?     A.  No. 

Q.  That  a  general  reduction  to  everybody  in  the  same  dis- 
trict would  not  be  as  beneficial  as  a  special  reduction  to  a  par- 
ticular man  ?     A.  I  think  not. 

Q.  Why  not?  A.  Because  these  special  rates  are  made 
largely  to  manufacturers  and  very  large  dealers  who  could  not 
exist  without  them. 

Q.  If  you  made  them  to  everybody  at  the  same  place  they 
could  not  exist  ?  A.  No  ;  I  mean  to  say  that  the  making  of 
special  rates,  in   my  judgment,  promotes  all  these  enterprises. 

Q.  You  do  not  answer  my  question ;  I  must  insist  upon  an 
answer  to  my  question ;  do  you  mean  to  say  that  making  the 
same  rate  that  Crouse  has  to  everybody  in  Syracuse  would 
drive  Crouse  out  of  the  business  ?  A.  No  ;  I  don't  think  it 
would. 

Q.  In  every  instance  where  you  have  made  a  special  rate 
to  a  particular  place,  don't  you  think  that  you  would  have  pro- 
moted the  interests  of  that  place  more  largely  if  yon  had  made 
a  general  rate  as  low  as  that  special  rate  ?  A.  No  ;  I  don't 
think  so. 

Q.  You  have  no  special  reason  as  to  your  ground  for  think- 
ing on  that  point  ?     A.  No,  sir. 

By  the  Chairman  : 

Q.  Did  I  infer  from  your  statement  as  to  special  rates — that 
these  manufacturers  could  not  live  without  special  rates — do 
you  mean  by  that  they  could  not  live  unless  they  were  given 
some  advantage  in  rates  over  the  general  public  ?  A.  I  mean 
to  say  that  a  large  manufacturer  on  the  line  of  our  road  if  he 
was  held  to  a  permanent);  and  fixed  tariff  under  all  conditions 
and  circumstances,  I  don't  think  that  he  could  carry  on  that 
business  very  extensively. 

Q.  That  don't  really  cover  the  point ;  is  it  necessary  in  order 
to  a  successful  conduct  of  his  affairs  that  het  should  have  a  rate 
better  than  is  given  to  others  in  the  same  community  out  of 
proportion  to  the  volume  of  business  which  he  does  ?     A.  The 
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effect  of  that  upon  us,  I  think,  would  be  that  the  men  who  are 
engaged  in  large  enterprises  of  various  sorts  would  seek  other 
channels  if  possible  than  ours  ;  if  a  man  who  was  doing  but  a 
fractional  part  of  the  business  Ihey  are  was  competing  with 
them  upon  the  same  terms. 

Q.  That  they  have  got  to  have  this  or  they  would  go  out  of 
the  State,  you  think  ?     A.  I  think  they  would. 

Q.  I  understand  from  your  testimony  that  you  are  actuated 
by  the  same  motive  in?giving  these  special  rates  that  the  Gov- 
ernment is  in  imposing  a  protective  tariff  upon  certain  articles  ; 
is.  that  correct  ?     A.  It  bears  some  relation  to  that. 

Q.  In  case  we  should  want  additional  information  in  regard 
to  your  department  or  the  department  under  the  general 
charge  of  Mr.  Rutter,  who  shall  we  call  upon  for  it  ?  A.  You 
can  call  upon  me,  and  if  I  am  not  able  to  obtain  it,  I  will  try 
to  find  some  one  who  is. 

Q.  Are  you  to  be  reached  at  all  times  in  New  York  ?  A.  I 
shall  be  absent  for  most  of  next  week,  necessarily. 

Q.  I  knew  of  your  intended  absence  ;  that  is  why  I  asked  the 
question ;  is  there  some  one  in  the  office  to  whom  we  can  re- 
fer?    A.  I  think,  Mr.  Chambers-. 

Hugh  J.  Jewett,  being  duly  sworn,  testified  as  follows  : 

By  Mr.  Stebne  : 

Q.  Mr.  Jewett,  you  are  President  of  the  New  York,  Lake 
Erie  &  Western  Railway  Company,  are  you  not  ?  A.  I  am, 
sir. 

Q.  And  have  been  President  of  that  corporation  since  its 
organization  in  1878  ?     A.  Yes,  sir. 

Q.  Prior  to  that  time  you  were  President  of  the  Erie  Rail- 
way Company  ?     A.  Since  1874. 

Q.  And  intermediately  you  were  the  Receiver  of  the  Erie 
Railway,  were  you  not  ?     A.  Yes,  sir. 

Q.  From  what  period  to  what  period?  A.  From  the  26th 
of  May  to  the  present  time. 

Q.  You  are  still  Receiver  ?     A.  Still  Receiver. 

Q.  Why  did  not  the  Receivership  end  with  the  organization 
of  the  new  company  ?  A.  I  don't  know  that  that  has  anything 
to  do  with  the  railroad  management  of  the  State ;  that  is  for 
the  court  appointing  me  to  decide,  not  for  me ;  I  decline  to 
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answer ;  I  have  just  taken  an  oath,  to  answer  any  questions 
which  may  be  propounded  to  me  relating  to  the  railroad  mis- 
management of  the  State ;  I  am  prepared  to  answer  them  so 
far  as  I  have  any  knowledge. 

Mr.  Sterne — It  seems  to  me,  Mr.  Chairman,  that  we  are  en- 
titled to  know  why  a  "Receivership  continues  of  a  great  railway 
property  after  a  new  company  is  organized  that  assumes  the 
indebtedness  of  the  old  road,  and  is  supposed  to  become  at 
least  the  jecipient  of  all  the  assets  of  the  old  road. 

The  Witness— I  would  now,  with  the  permission  of  the  Com- 
mittee, make  a  statement.  When  this  Committee  was  ap- 
pointed I  was  gratified,  as  a  railroad  manager.  I  expected 
good  to  the  public  and  to  the  railroads  from  its  investigation. 
I  was  anxious  to  render  to  it,  and  am  now,  all  the  aid  in  my 
power,  to  make  that  investigation  a  successful  one  and  a  per- 
fect one.  I  came  here  for  that  purpose,  and  am  here  now  for 
that  purpose.  But  a  few  hours  before  I  left  home,  subpoenas 
were  left  at  my  office  having  reference  to  accounts — not 
the  management,  but  the  financial  transactions  between 
the  Erie  Railway  Company  and  divers  other  parties,  which 
are  now  in  litigation.  I  found  also,  when  I  came 
here  the  counsel  of  McHenry,  one  of  the  parties  with  whom 
we  are  litigating,  sitting  by  Mr.  Sterne,  and  announced  in  the 
papers  as  one  of  bis  assistants  in  this  investigation.  That 
did  not  trouble  me  in  the  least ;  but  when  the  Chairman  of  the 
Committee  announced  this  morning  that  in  this  investigation, 
in  this  prosecution — for  it  is  not  an  investigation  in  the  way  it 
has  been  conducted — that  Mr.  Sterne  represented  the  Commit- 
tee and  acted  from  conference  and  consultation  with  the  Com- 
mittee, I  felt  it  my  duty  then  to  inquire  for  myself  and  to  de- 
termine for  myself,  as  the  representative  of  the  New  York, 
Lake  Erie  &  Western  Railway  Company,  what  questions  were 
within  the  purview  of  the  resolution  under  which  this  Commit- 
tee was  appointed  ;  with  no  intention,  however,  to  withold  any- 
thing about  which  there  can  be  any  possible  doubt.  But  I 
cannot  believe  that  this  Committee  intends  to  sit  here 
to  be  made  instrumental  in  getting  or  securing  statements 
which  may  conflict  with  testimony  already  taken,  or  may  in  any 
way  influence  the  issues  pending  between  the  Erie  Railway 
company,  James  McHenry,  the  London  Banking  Association, 
and  Bischoffscheim  &  Goldschmidt,  all  the  accounts  and  corres- 
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pondence  and  contracts  with  reference  to  which  we  have  beeii 
called  upon  to  produce  upon  this  hearing.  So  far  as  those 
accounts  are  concerned,  if  the  Committee  have  any  doubt 
about  their  being  proper,  I  am  willing  to  go  with  tbe  Com- 
mittee, or  any  sub-committee,  and  submit  to  them,  under  that 
confidence  which  I  suppose  this  Committee  feels  devolves  upou 
them,  the  whole  record  ;  but  to  present  that  here  under  these 
circumstances,  with  irresponsible  counsel  to  take  advantage  of 
everything  which  may  be  said,  for  the  purpose  of  aiding  them 
in  the  trial  of  those  causes,  it  seems  to  me  is  a  position  this 
Committee  will  not  consent  to  occupy.  I  regard,  therefore, 
this  question  as  having  direct  reference  to  the  question  pre- 
sented upon  the  subpoena  to  produce  those  accounts,  and  there- 
fore I  object  to  it. 

Mr.  Fowler — Mr.  Chairman  and  Gentlemen  of  the  Com- 
mittee :  If  Mr.  Jewett  refers  to  me  as  the  representative  of 
Mr.  McHenry,  I  beg  to  say  that  I  am  in  no  way  connected 
with  him.  I  don't  understand  that  he  has  got  anything  to 
do  with  this  investigation,  and  I  have  never  thought  for  one 
minute  tnat  the  Committee  would  consider  Mr.  McHenry's 
case,  or  allow  any  of  the  points  in  those  litigations  to  be 
brought  up.  At  one  time  I  was  retained  in  suits  against  the 
Erie  Railway  Company,  and  it  may  be  my  misfortune  that  I 
was  retained  in  suits  against  this  virtuous  corporation.  Those 
retainers  ate  at  an  end,  and  I  have  no  connection  whatever, 
directly  or  indirectly,  with  Mr.  McHenry  or  with  any  gentlemeD, 
directly  or  indiiectly  interested  in  any  manner  in  the  Erie 
Railway  Company.  In  the  course  of  those  litigations  of 
which  I  speak  a  great  deal  of  information  came  to  our  no- 
tice, and  Mr.  Sterne,  when  retaining  me,  had  placed  at 
his  disposal  any  matter  which  this  Committee  might  think 
of  interest  to  it,  and  we  do  not  propose  to  fight 
Mr.  McHenry's  battle  here ;  I  don't  represent  him. 
I  am  sure  Mr.  Sterne  does  not ;  and  I  have  no  connection  with 
him,  whatever.  I  placed  at  the  disposal  of  Mr.  Thurher,  as 
one  of  the  members  of  the  Committee  of  the  Chamber  of  Com- 
merce, certain  matter  which  had  come  to  me  in  the  cours-e  of 
those  litigations,  and  any  portion  of  it  that  the  Committee  see 
fit  to  use  in  this  investigation  which  may  be  covered  by  the 
indictment  of  the  Chamber  of  Commerce,  I  should  think  there 
was  no  impropriety  in  having  placed  before  them;  they  can 
30 
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consider  it,  if  they  like,  or  ignore  it ;  it  makesvery  little  differ- 
ence— no  difference,  in  fact,  to  me. 

Mr.  Sterne — I  had  made  up  my  mind  not  to  notice  any  of 
these  insinuations  or  suggestions  that  come  from  the  other 
side,  and  I  don't  mean  to,  except  in  so  far  as  silence  on  my 
part  may  lead  to  the  inference  that  there  is  a  word  of  truth  in 
the  suggestion  that  any  act  of  mine  or  question  of  mine  is  dic- 
tated by  any  motive  other  than  to  obtain  information  for  this 
Committee,  or  that  any  private  interest  of  any  kind  is  sub- 
served thereby  ;  I  don't  know  Mr.  McHenry  ;  have  never  seen 
him  in  my  life  :  have  never  had  any  correspondence  with  him 
or  anybody  representing  him;  don't  want  to  know  him;  and  I 
have  no  doubt  at_all  that  these  gentlemen  believe  what  they 
see  fit  to  say  of  Mr.  McHenry — that  he  is  a  very  bad  fellow, 
a  scoundrel,  and  all  that — may  be  all  true  ;  and  I  have  no 
doubt  a  great  many  of  the  things  that  he  says  of  them  is  equally 
true  ;  it  comes  with  very  bad  grace,  it  seems  to  me,  that  either 
Mr.  Shipman  or  his  client  should  so  thoroughly  abuse  Mr. 
McHenry,  when  you  take  into  consideration  that  I  have  here 
the  testimony  of  Mr.  Barlow,  in  which  he  states  that  Mr. 
McHenry  was  his  client,  the  client  of  the  firm  of  Barlow, 
Larocque,  McFarland  and  Shipman,  for  the  period  of  fifteen 
years,  and  that  Ids  business  was  worth  a  colossal  fortune  to 
them,  and  that  whatever  villainy  or  deviltry  he  has  commit- 
ted has  been  hatched  in  his  office. 

Mr.  Shipman— You  better  modify  that  statement. 
Mr.  Sterne— I  have  it  all  here  ;  I  won't  modify  it  one  bit. 
Mr.  Shipman — Then    you  will  be  proved  to  have  said  that 
which  is  untrue.     I  have  not  been  a   member    of   that   firm 
seven  years. 

Mr.  Sterne — Well,  in  that  particular,  perhaps,  it  is  untrue  ; 
but  at  all  events,  Mr.  McHenry  ceased  his  connection  in  1875 
with  that  firm- — ceased  his  connection  with  the  Erie  Kailway 
Company,  I  believe,  in  1875,  or  1876,  and  all  the  boards  of 
directors  from  1872  to  187(i,  including  Mr.  Jewett,  were  elected 
all  of  them  by  proxies  which  were  in  the  hands  of  Mr.  Mc- 
Henry. Now,  so  far  as  his  connection  is  concerned  with  Mr. 
McHenry,  it  may  be  reputable  or  disreputable.  They  have 
had  connection  with  him  and  i"  not ;  I  never  saw  him ;  I 
never  knew  him  ;  I  don't  want  to  see  him  ;  I  don't  want  to 
know  him.    I  never  received  a  dollar  from  him,  and  I  don't  ex- 
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pect  a  dollar  from  him  or.  anybody  who  represents  him. 
Now,  my  connection  with  Mr.  Fowler  came  about  in 
this  wise  :  Mr.  Fowler  had,  as  I  understood,  a  litigation  pend- 
ing (representing  his  father,  a  stockholder  in  the  road),  against 
the  Erie  Railway  Company,  asking  for  information,  and  in  that 
proceeding  he  obtained  an  order  by  which  he  obtained  access 
to  the  books  of  the  Erie  Railway  corporation  ;  many  items  of 
private  information,  many  items  of  public  import,  came  to  his 
notice  in  that  way  ;  when  the  Committee,  at  the  Windsor  Hotel, 
suggested  to  the  Chamber  of  Commerce  Committee  the  pro- 
priety of  selecting  counsel  in  which  they  and  the  Committee 
would  have  confidence,  to  present  this  case  properly,  Mr. 
Fowler  wi-ote  a  letter  to  Mr.  Thurber,  as  the  chairman  of  that 
Committee,  placing  at  his  disposal  the  information  that  he  had 
obtainedin  his  capacity  as  counsel  for  his  father,  and  which  in- 
formation was  no  longer  of  any  value  to  him,  but  which  he 
thought  might  be  of  value  from  a  public  point  of  view.  I  did 
not  know  Mr.  Fowler  at  that  time  ;  I  had  never  had  any  com- 
munication with  him  before  that  time  ;  and  Mr.  Thurber  sent 
the  letter  to  me  immediately  after  the  Committee  had  deter- 
mined to  select  me  as  their  counsel,  and  I  then  placed  myself  in 
communication  with  Mr.  Fowler,  and  asked  him  to  give  his 
papers  to  me,  to  enable  me  to  discover  what  public  import 
there  was  or  was  not  in  them.  Now,  as  these  papers  are 
voluminous,  as  they  required  explanation,  I  asked  Mr.  Fouler 
to  assist  me,  in  this  part  of  the  investigation,  and  to  be  here 
with  me  in  that  capacity.  All  this  information  I  have  furnished 
to  the  chairman  before;  he  knows  it  all. 

Mr.  Shipman — It  is  hardly  worth  while  to  repeat  it,  then. 

Mr.  Sterne — These  insinuations  are  spread  broadcast  and 
they  are  intended  to  affect  the  public  mind  in  some  form  or 
other ;  and  it  is  not  because  I  felt  it  necessary  to  cast  off  from 
me  any  aspersion  that  you  think  it  necessary  to  make,  but  be- 
cause simply  it  is  of  public  importance  that  it  shall  be  under- 
stood by  the  public  that  there  is  no  private  interest  intended 
to  be  subserved  here  in  this  inquiry  or  this  investigation  ;  and 
that  so  far  as  I  am  concerned,  none  by  any  possibility  can 
exist,     t 

The  Witness— I  have  no  feeling  about  this  at  all,  if  the  Com- 
mittee please,  I  don't  wish  to  be  understood  as  being  in  the 
slightest  excited— not  in  the  slightest.     I  expected  Mr.  Sterne, 
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as  the  representative  of  the  Chamber  of  Commerce,  to  exercise 
his  full  ingenuity  in  getting  all  the  evidence  he  could.  I  have 
said  not  one  word  against  Mr.  McHenry.  I  have  cast  no  re- 
flection upon  anyone.  I  have  stated  simply  facts.  We  have 
those  suits  pending.  The  decision  has  been  rendered  in  one 
case.  It  has  been  appealed  from.  All  these  facts  about 
the  financial  conditio^  of  the  Erie  Railway  and  its  transactions 
with  McHenry,  are  in  evidence  before  the  court  in  which  those 
cases  are  pending,  and  I  say  there  it  should  be  left ;  that  we 
should  not  be  put  to  the  necessity,  before  this  Committee,  of 
explaining  this,  that  or  another  thing,  to  be  used  by  the  repre- 
sentatives of  McHenry  or  the  London  Banking  Association  in 
those  cases.  I  have  not  spoken  disparagingly  of  him.  I  have 
spoken  simply  of  honest  business  transaction.  Is  it  right  for 
this  Committee  to  be  thus  used  ?  Now,  I  have  had  placed  in 
my  hands  this  morning — to  show  the  feeling  on  the  other  side 
— not  mine — an  interview  had  with  Mr.  Sterne,  yesterday,  by 
the  correspondent  of  the  New  York  Post  (reading)  : 

"  Mr.  Sterne  expressed  himself  as  satisfied  with  the  latitude 
"  allowed  by  the  Committee  in  almost  every  case  where  a  dis- 
"  pute  has  rfcen  relntive  to  jurisdiction.  So  far,  he  said,  the 
"  Committee  has  proved  to  be  better  than  many  had  reason  to 
"  hope  could  be  constituted  by  the  authority  of  the  last  As- 
"  sembly,  organized,  as  it  was  believed  to  be,  in  the  interests 
"  of  the  corporations.  W.  H.  Vanderbilt's  examination  is 
"  relative  to  the  management  of  the  New  York  Central  &  Hud- 
"  son  River  Railroad,  and  a  searching  inquiry  will  be  made 
"  into  the  financial  condition  of  the  New  York,  Lake  Erie  & 
"  Western.  The  recent  financial  collapse  of  McHenry  is  held 
"  to  afford  fresh  material  for  the  Committee  to  work  upon." 

Mr.  Sterne — Is  that  stated  as  my  statement  ? 

Mr.  Shipman — Yes. 

Mr.  Sterne — No ;  I  have  not  seen  it,  but  I  take  it  for 
granted  tha 

The  Witness — I  think  that  last  statement— I  would  not  read 
that  as  attributing  those  words  to  Mr.  Sterne. 

Mr.  Sterne— Nor  does  the  correspondent  say  so,  does  he  ;  I 
have  not  seen  it  myself?  * 

The  Witness— Just  let  me  alone,  if  you  please ;  I  will  explain 
myself.  I  don't  intend  to  do  Mr.  Sterne  or  anybody  else  in- 
justice, if  I  know  it ;  this  is  a  statement  of  an  interview  with 
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Mr.  Sterne  ;  the  last  paragraph  that  I  read  could  be  and  ought 
to  be  separated  from  the  statement  made  by  Mr.  Sterne;  I 
would  infer  it  to  be  the  conclusion  of  Ihe  reporter,  whoever  he 
might  be ;  but  nevertheless  it  is  an  evidence  of  the  motives, 
feelings,  and  designs  of  this'prosecutor ;  and  I  say  when  this 
Committee  announced  this  morning  that  this  prosecution  was 
conducted  in  full  accord  with  its  views,  and  that  the  questions 
propounded  by  Mr.  Sterne  were  after  conference  with  the  Com- 
mittee, I  felt  shocked ;  I  had  previously  felt  that  this  Com- 
mittee was  here  as  the  representative  of  the  great  conservative 
interests  of  the  State,  and  that  the  railroad  that  I  repre- 
sent was  as  safe  in  the  hands  of  this  Committee  as  the 
interests  represented  by  Mr.  Sterne  ;  but  when  I  was  told  that 
we  stood  here  as  a  party  prosecuted  by  this  Committee,  or  one 
in  its  confidence,  and  after  conference  with  it,  I  felt  that  it  be- 
came us  to  look,  even  at  some  risk  of  being  considered  factious, 
to  our  own  rights  and  our  own  interests ;  at  the  same  time  I 
want  to  aid  this  Committee  as  far  as  I  possibly  can. 

The  Chairman — The  Constitution  says  that  these  investiga- 
tions shall  be  public,  and  any  testimony  taken  by  this  Com- 
mittee, whether  in  full  committee  or  in  sub-committee,  will  be 
published,  except,  in  the  judgment  of  the  Committee,  it  should 
be  unworthy  of  publication,  as  not  pertaining  to  the  question 
in  hand.  This  Committee  was  appointed,  after  several  un- 
successful controversies  in  different  legislatures,  mainly  at 
the  instance  of  the  Chamber  of  Commerce  of  the  City  of 
New  York,  though  it  was  asked  for  from  gentlemen  through- 
out the  country,  by  representative  organizations,  commer- 
cial, agricultural,  and  otherwise.  The  question  of  economy 
has  been  a  prominent  one  in  legislation  of  late  years,  and 
the  difficulty  of  obtaining  counsel  to  prepare  and  assist  in 
doing  the  work  of  the  Committee  was  felt  and  discussed, 
and  the  Chamber  of  Commerce  expresed  a  willingness  them- 
selves to  employ  such  counsel.  At  a  meeting  at  which 
all  of  the  Committee,  I  believe,  except  Mr.  Wadsworth,  were 
present,  at  the  Windsor  Hotel,  in  the  City  of  New  York, 
they  proposed,  through  a  committee  consisting  of — I  won't 
attempt  to  name  the  gentlemen,  but  Jackson  S.  Schultz, 
was  the  Chairman — to  place  in  my  hands  as  Chairman  of  the 
Committee  all  the  information  and  data  upon  which  they  de- 
sired to  have  this  investigation  conducted.     Without  any  diffi- 
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culty,  we  saw  the  immense  amount  of  labor  that  that  would 
entail,  and  as  I  had  my  own  private  business  to  cpnduct  I  said 
to  them,  "  Gentlemen,  I  cannot  do  all  this  work.  We  must 
have  a  good,  competent  counsel  assigned  for  that  purpose." 
They  left  a  few  moments  and  had  a  consultation.  This  general 
conversation  was  with  myself  in  the  presence  of  I  don't  know 
how  many  members  of  the  Committee,  but  several  of  them  at 
least.  They  came  back,  and  said,  "  We  will  famish  any  coun- 
sel you  desire."  And  Mr.  Choate's  name  was  mentioned,  and 
he  was  said  to  be  in  the  employ  of  the  railroads.  Dorman  B. 
Eaton's  name  was  mentioned,  and  he  was  said  to  be  in  the  em- 
ploy, I  believe  of  the  Erie  Railroad. 

The  Witness — He  is  not. 

The  Chaieman — Or  in  some  way  connected  with  the  rail- 
road. Mr.  Sterne's  name  was  suggested,  and.  upon  a  consul- 
tation with  such  of  the  members  as  were  present — and  I  think 
all  of  the  Committee  were  present  with  the  exception  of  Mr. 
Wadsworth  and  Gen.  Husted ;  whether  they  were  present  in 
the  room  with  me  at  the  time  I  don't  know — that  arrangement 
was  then  made.  The  Committee  knows  no  other  counsel,  con- 
sults with  no  other  counsel,  confers  with  no  other  counsel.  And 
in  regard  to  the  examination  of  the  finances  of  the  Erie  Rail- 
road, it  is  charged  and  known  and  stated  by  representatives  of 
that  road  since  the  commencement  of  this  investigation,  to  be 
true,  that  a  very  large  proportion  of  the  capital  of  that  road  is 
water ;  and  it  is  one  of  the  duties  of  this  Committee,  which 
they  are  specifically  expected  to  perform,  to  ascertain  to  what 
extent  the  capital  of  that  road  is  water  and  does  represent 
no  value  or  cost  of  construction.  t 

The  Witness — I  shall  be  happy,  when  that  question  arises,  to 
give  the  Committee  all  the  information  I  have  upon  it. 

The  Chaieman — And  in  regard  to  the  general  management 
of  the  finances  of  the  Erie  road,  we  have  inquired  into  that 
somewhat,  and  shall  still  further  inquire  into  it,  with  a  view  to 
seeing. what  information  the  reports  now  made  to  the  State 
Department  do  disclose,  and  what  they  ought  to  disclose,  and 
how  the  transactions  of  that  road  are  conducted.  As  to  the 
specific  question  which  Mr.  Sterne  has  just  now  asked,  I  don't 
know  that  it  may  be  absolutely  material  to  the  further  prose- 
cution of  the  examination.  If  it  is,  for  one  I  am  in  favor  of 
insisting  upon  an  answer.     We  don't  propose   to  make  this  a 
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"  prosecution"  in  the  sense  in  which  you  characterize  it,  and 
yet  we  do  propose  to  have  everybody  prepared  to  admit,  when 
we  get  through,  that  we  have  had  an  investigation.  This  Com- 
mittee has  not  any  patent  process,  to  apply  to  railroads,  for 
the  correction  of  evils  alleged  to  exist,  and  what  we  undertook 
to  do  was  to  develop  the  facts ;  we  certainly  should  regret 
doing  anything  in  the  interests  of  any  private  parties,  and  shall 
not,  except  so  far  as  it  may  be  absolutely  necessary  in  the  in- 
vestigation of  those  general  subjects  which  the  people  expect 
us  to  examine. 

The  Witness — I  have  no  objection  to  an  investigation,  but  I 
have  to  a  persecution. 

The  Chairman — Well,  an  investigation  may  be  a  persecution 
under  some  circumstances.  I  don't  know  that  the  Committee 
have  done  anything  thus  far  that  should  be  characterized  as  a 
persecution.  They  have  not,  in  their  own  judgment.  They 
don't  mean  to  in  future.  They  mean  simply  to  develop  the 
facts  in  this  case,  and  to  go  to  a  sufficient  extent  to  do  that. 
That  is  our  determination,  I  believe.  Now,  as  to  this  specific 
question 

The  Witness — I  have  accomplished  my  purpose. 

The  Chaikman — I  should  have  stated,  Mr,  Jewett,  in  reply 
to  your  allusions  to  the  remark  that  I  made  this  morning,  that 
Mr.  Sterne  is  given  the  latitude  of  an  examiner ;  that  the  sub- 
jects on  which  the  examination  is  to  be  had  are  made  a  matter 
of  conference  with  the  Committee. 

The  Witness — That  is  simply  the  question  that  I  wanted  to 
submit  to  the  Committee:  whether  in  this  investigation  I  was 
to  be  required  to  go  into  questions  involved  in  this  litigation  in 
London. 

The  Chaieman — The  fact,  as  you  state,  that  it  is  already  in 
litigation,  and  already  in  the  courts,  and  a  matter  of  record, 
it  seems  to  me  would  militate  against  your  objection  to  its 
being  introduced  here,  and  made  a  part  of  this  case. 

The  Witness  —Is  it  the  opinion  of  the  Chairman  that  where  a 
party  is  iu  contest  with  another  before  a  court  where  both  are 
equal  that  one  of  the  parties  litigant  has  the  right  before  a 
legislative  body  to  call  upon  the  other  to  give  all  the  tacts 
which  he  may  choose  to  call  for  when  he  himself  is  beyond 
the  control  or  reach  of  that  Committee  ? 

The  Chairman — When  that  same  matter  is  made  the  subject, 
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of  investigation,  the  Committee  ought  to  discharge  its  duty.  I 
don't  see  the  particular  force  of  the  question  asked  you  now. 

The  Witness — As  to  the  particular  question,  I  have  no  ob- 
jection to  it.  I  say  the  admission  of  the  Committee  shocked 
me,  and  I  felt  determined  to  make  that  issue  at  the  first 
moment,  with  a  view  of  governing  my  future  action  as  a  wit- 
ness.    Now,  I  will  answer  your  question,  sir. 

Mr.  Stebne — If  you  will  allow  me  one  moment,  Mr.  Chair- 
man. This  mistake  on  the  part  of  Mr.  Jewett  is  one  that 
arises  in  the  mind  of  every  railroad  man.  They  have  been  let 
alone  by  the  State  so  long  that  they  suppose  the  State  has  no 
interest  as  to  their  management  whatever.  The  State  is 
shown  in  the  evidence  already  to  have  given  to  the  Erie  Railway 
Company  $3,000,000  of  its  money  and  $3,000,000  interest,  and 
it  never  received  a  cent  back.  The  State  is  a  partner  in  that 
concern,  and  the  answer  that  they  have  litigations  with  some- 
body with  whom  they  have  had  transactions,  and  that  that  is 
a  reason  why  they  should  not  disclose  facts  here,  seems  to  me 
as  puerile  as  though  it  was  a  reason  to  state  in  a  court  of  jus- 
tice why  he  should  not  account  to  his  partner  for  the  vast 
funds  which  have  been  placed  under  his  control.  The  Erie 
Railway  Company  has  a  capital  account  of  $162,000,000.  We 
have  in  evidence  that  there  is  not  $60,000,000  representing 
that  |lli'2,0J0,000.  Now,  we  want  to  know,  and  I  shall  push 
my  inquiry,  under  leave  of  the  Committee,  to  find  out  what 
represents  the  other  $100,000,000  ;  and  we  cannot  know  how 
much  water  there  is  until  we  know  that;  and  we  cannot 
know  it  without  an  inquiry  into  the  manipulation  of  the 
finances  of  the  Erie  Railway. 

The  Witness — As  I  said,  I  have  not  the  slightest  objection  to 
giving  them  all  the  information  upon  that  point  in  my  posses- 
sion. 

Mr.  Shipman— Mr.  Chairman,  I  have  remained  purposely 
silent  here  and  intended  to,  but  some  remarks  that  have  been 
made  by  the  Chairman  leave  me  in  some  little  confusion  of 
mind  and  doubt,  and  I  thiuk  it  is  no  more  than  right  that  I 
should  understand,  as  counsel — if  I  am  to  act  as  counsel  at  all 
any  further  in  this  case — where  we  stand  here.  I  understood 
the  Chairman  to  say  in  the  first  instance,  that  the  Committee 
acted  in  entire  accord  with  Mr.  Sterne.  We  all  know  what  Mr. 
Sterne's   views   are.     If   the   Committee   have    adopted    Mr. 
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Sterne's  views  in  regard  to  the  railro  ids  of  this  State,  in  regard 
to  the  personal  character,  and  the  public  conduct  of  the  ad- 
ministrators of  railroads,  then  it  is  useless  for  us  to  continue 
this  investigation  so  far  as  Wb  are  concerned.  We  are  an  in- 
visible quantity  and  might  as  well  withdraw  at  once.  The 
Chairman  has  just  now  stated  that  his  meaning  was  that  Mr. 
Sterne  and  the  Committee  conferred  together,  and  decided 
what  subject  they  would  investigate.  Now, the  question  comes 
up,  when  a  matter  is  ope?ied  here— of  course  a  great  variety  of 
subjects  have  been  gone  into  by  Mr.  Sterne  and  may  continue 
to  be  gone  into  by  Mr.  Sterne-  whether  we  are  at  liberty  to 
raise  any  question  as  to  the  propriety  of  the  inquiry  ;  because 
if  v  e  are  not  we  don't  want  to  waste  the  time  of  the  Committee, 
or  make  ourselves  ridiculous. 

The  Chairman— It  seems  to  me  that  my  original  statement 
ought  to  have  been  perfectly  plain.  The  position  that  the 
Committee  took  in  the  outset,  was  that  we  did  not  seek  this 
position. 

Mr.  Shipman— Of  course  not. 

The  Chairman — That  we  were  not  going  to  do  the  work 
necessary  to  develop  it.  We  assumed  a  judicial  position.  At 
the  same  time  we  do  not  hold  ourselves  open  as  a  court  to  let 
anybody  and  everybody  in  the  State  come  in  here  with  any 
sort  of  proposition  they  see  fit  and  offer  to  prove  it,  and  place 
ourselves  under  the  necessity  of  excluding  it.  We  insist  upon 
maintaining  ccntrol  of  the  investigation,  and  Mr.  Sterne  is 
here  to  aid  the  Committee  in  the  preparation  of  this  work. 
Mr.  Sterne  would  not  be  permitted  to  come  in  here  and 
offer  to  prove  something,  or  to  go  into  the  investigation  of  a 
certain  subject  which  the  Committee  entirely  disapproved  of. 
Of  course  we  do  not  suggest  the  questions  which  Mr.  Sterne 
asks — the  method  of  conducting  the  examination.  If  he  is 
competent  to  conduct  it  at  all  he  must  have  the  latitude  which 
you  or  any  other  lawyer  would  have. 

Mr.  Shipman — Of  course  I  am  not  objecting  to  any  latitude 
which  Mr.  Sterne  may  have.  What  I  want  to  know  is,  whether, 
when  Mr.  Sterne  proposes  a  line  of  inquiry  or  a  question — 
whether  that  is  done,  with  the  sanction  of  the  Committee  in 
advance,  or  whether  we  are  at  liberty  to  object  to  it  and  make 
such  observations  as  we  think  may  apply  to  it. 

The  Chairman — You  are  certainly  at  liberty  to  object.  The 
31 
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Committee  is  open  to  conviction  at  all  times,  upon  all  ques- 
tions. 

By  Mk.  Steene  : 

Q.  Will  you  answer  my  question  ?     A.  What  is  it,  sir  ? 

Q.  Why  did  not  the  Eeceivership  end  with  the  reorganization 
of  the  Erie  Eailway,  under  the  name  of  the  New  York,  Lake 
Erie  &  Western  Eailway  ?  A.  I  have  no  means  of  knowing ; 
when  the  court  confirmed  the  sale,  and  directed  the  transfer 
of  the  property  sold  to  the  new  company,  it  directed  the  Ee- 
ceiver  to  proceed  with  the  settlement  of  the  accounts  of  the  re- 
ceivership, and  such  business  as  was  involved  therein  ;  there 
being  a  suit  at  the  time  pending  in  behalf  of  the  people  of  the 
State  of  New  Tork.  against  the  Erie  Eailway,  and  those  suits 
in  London  pending  on  behalf  of  the  Eeceiver  of  the  Erie  Eail- 
way Company,  it  would  be  almost  imposible  to  close  the  Ee- 
ceivership  during  the  pendency  of  that  litigation  ;  for  that 
reason,  no  doubt,  the  court  directed  the  continnence  of  the  Ee- 
ceivership  as  being  a  necessity ;  as  suggested  by  Judge  Ship- 
man,  the  case  is  still  pending,  that  of  the  People  vs.  the  Erie 
Eailway  Company,  in  which  the  Eeceiver  was  appointed,  and 
the  Attorney  General  is  proceeding  to  ascertain  the  rights  of 
the  people  in  that  suit. 

Q.  Without  its  being  necessary  on  your  part,  in  your  answer, 
to  go  into  detail  of  the  value  or  kind  of  property,  I  want  you 
to  answer  the  general  question,  whether  there  is  not  a  large 
amount  of  property,  formerly  the  property  of  the  Erie  Eailway 
Company,  still  in  the  hands  of  the  Eeceiver,  and  not  transferred 
to  the  New  York,  Lake  Erie  &  Western  Eailway  ?  A.  If  the 
Committee  will  refer  to  the  records  in  the  case- 

Q.  Couldn't  you  say  yes  or  no  ?  A.  I  choose  to  answer  as 
I  please  ;  I  am  not  to  be  interrupted  by  you  ;  it  will  find  that 
there  is  a  large  property  which  was  not  delivered  by  the  re- 
ceiver to  the  purchaser  ;  the  Committee  will  bear  in  mind,  that 
I  am  under  bonds  in  this  suit  of  the  Attorney  General,  to  a 
great  many  hundred  thousand  dollars,  and  therefore  I  took  the 
necessary  precaution  to  do  nothing  which  the  Attorney  General 
in  that  suit,  should  say  I  was  unauthorized  to  do,  and  thereby 
involve  myself  and  bondsmen.  I  retained  therefore  all  the 
loose  property,  which  was  not  necessary  to  the  actual  opera- 
tion of  the  new  company,  and  that  is  in  my  hands  now  as  Ee- 
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ceiver,  subject  to  the  decision  of  the  court  in  the  case  qf  the 
people. 

Mr.  Sterne— There  is  one  general  suggestion  that  I  should 
like  to  make  where  it  is  possible  to  say  yes  or  no,  please  do 
so,  because  I  have  no  doubt  Judge  Shipman  on  the  cross-ex- 
amination will  draw  out  whatever  explanation  it  is  necessary 
to  make  with  reference  to  any  particular  question.  It  will 
facilitate  the  Committee  And  facilitate  the  examination  and 
shorten  it. 

The  Witness — I  accept  your  suggestion,  but  I  shall  answer 
in  just  such  language  as  will  put  me  before  this  Commitee  in 
the  light,  and  the  answer  before  the  Committee  in  such  manner 
as  will  be  best  understood,  I  will  judge  for  myself. 

Mr.  Sterne — I  shall  insist  on  this  examination,  that  you 
shall  make  responsive  answers  to  my  questions. 

The  Witness — You  may   insist  if    you  please. 
The  stenographer  was  directed  to  repeat  the  answer:  "A.  If 
"  the  Committee  will  refer  to  the  records  in  the  case 

"  Q.  Could  not  you  say  yes  or  no  ?  A.  I  choose  to  answer  as 
"  I  please  and  not  be  interrupted  by  you 

The  Witness — Those  words  put  me  in  a  false  light. 

The  Chairman — Let  them  stand  as  they  are — 

"It  will  find  that  there  is  a  large  property  which  was  not 
"  delivered  by  the  Receiver  to  the  purchaser.  The  Cornmitte 
"  will  bear  in  mind  that  I  am  on  the  bonds  in  this  suit  of  the 
"  Attorney  General  to  a  great  many  hundred  thousand  dollars, 
"  and  that  therefore  I  take  the  necessary  precaution  to  do 
"  nothing  which  the  Attorney  General  in  that  suit  should  say  I 
"  was  unauthorized  to  do  and  therefore  involve  myself  and 
"  bondsmen.  I  retained  therefore  all  the  loose  property  which 
"  was  not  necessary  to  the  actual  operation  of  the  new  com- 
"  pany  and  that  is  in  my  hands  now  as  Receiver,  subject  to 
"  the  decision  of  the  court  in  the  case  of  the  people." 

The  Chairman — That  is  a  substantial  answer. 

Mr.  Sterne — Substantially,  yes. 

The  Chairman — You  may  add  anything  you  care  to  in  regard 
to  that  language  now-^-you  said  the  words  there  were  not  just 
what  you  meant  to  convey. 

The  Witness — The  words  might  be  construed  offensively, 
which  I  did  not  intend. 

Q.  What  is  the  amount  of  the  bonded  indebtedness  of  the 
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New  York,  Late  Erie  &  Western  Railway?  A.'  In  June  1st, 
1875,  the  bonded  indebtedness  of  the  company  was  about 
fifty-five  millions. 

Q.  Are  not  you  mistaking  my  question;  I  asked  you  as  to 
New  York,  Lake  Erie  &  Western  ;  in  June,  1875,  that  was  not 
in  existence,  was  it?  A.  I  did  not  understand  you  as  referring 
to  the  New  York,  Lake  Erie  &  Western ;  the  road  was  sold 
subject  to  all  this  indebtedness,  with  the  exception  of  the  last 
twenty-five  millions. 

By  the  Chairman  : 

Q.  The  date  of  that  sale,  please?  A.  April,  1878,  I  think  ; 
in  the  reorganization,  this  twenty-five  millions  is  to  be  re- 
placed by  another  sei-ies  of  bonds  of  the  same  amount,  but  at 
a  reduced  rate  of  interest ;  for  a  time,  five  per  cent.,  and  for  a 
time  thereafter,  six  per  cent ;  in  addition  to  that,  there  will  be, 
when  the  scheme  of  reorganization  is  carried  out,  the  interme- 
diate interest  accruing  upon  the  first  consolidated  bonds  and 
upon  this  second  consolidated  bond  and  inclusive  of  the 
asses-sment  which  was  paid  in  by  the  stockholders  for  the  pur- 
pose of  improving  the  road  ;  now  the  precise  amount  of  all 
that,  when  the  plan  of  reorganization  is  carried  out,  will  be 
found  in  my  last  annual  report,  and  so  far  as  I  am  able  to  give 
the  facts  to  the  Committee,  they  will  find  every  fact  touching 
the  reorganization,  the  previous  indebtedness,  the  indebted- 
ness as  it  will  be  with  the  new  company  when  the  plan  of 
reorganization  is  fully  carried  into  effect,  as  mui-h  and  more 
in  detail  than  by  any  inquiry  here  I  can  give. 

By  Mr.  Shipman  : 

Q.  Whnt  report  is  that?  A.  That  is  my  annual  report  to 
the  stockholders  of  the  Erie  Railway,  up  to  the  30th  of  Sep- 
tember, 1878. 

By  Mr.  Sterne  : 

Q.  Give  ns  the  page,  please  ?     A.  Page  48. 

Q.  There  are  some  blanks  here,  which  it  will  be  necessary 
to  fill  out?     A.  What  are  they? 

Q.  For  the  purpose  of  ascertaining  the  full  indebtedness, 
are  there  not,  or  is  this  the  sum  represented  by  this ;  Mr. 
Liltle  may  know  ?     A.  That  I  know  myself;  I  am  being  exam- 
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ined  now  ;  that  is  the  sum  ;  $16,656,000  would  be  the  sum,  if 
all  the  bondholders  had  assented  to  the  plan  of  reorganization; 
but  the  holders  of  $400,000^refused  ;  those,  therefore,  we  had  to 
pay  for,  deducting  that  from  the  $16,656,1 00,  leaves  six  millions 
and  odd  thousand  dollars. 

Q.  That  is,  you  paid  the  consolidated  mortgage  bonds,  who 
refused  to  assent?  A.  Who  refused  to  assent ;  under  the  order 
of  the  court  they  received  whatever  proportion  of  the  pur- 
chase money,  sold  on  account  of  that  mortgage,  due  to  them ; 
that  is,  it  would  be  their  proportion  of  twenty-five  millions, 
out  of  six  millions  after  deducting  expenses. 

The  Chairman — I  did  not  understand  what  the  full  amount 
was. 

Mr.  Stekne— $66,310,195  is  the  total  of  the  bonded  indebt- 
edness, excluding,  as  I  understand  Mr.  Jewett,  two  and  a-half 
millions  prior  lien  bonds,  representing  the  Receiver's  indebt- 
ness ;  am  I  right?  A.  Wait;  don't  be  in  a  hurry  ;  you  are 
right,  sir. 

Q.  Then,  the  total  indebtedness  of  the  reconstructed  road 
will  be  in  the  neighborhood  of  sixty  nine  million  dollars  ?  A. 
$66,310,195.69. 

Q.  No.  A.  Yes,  sir ;  if  we  find  it  necessary,  to  complete  the 
works  contempleted,  to  use  the  two  and  a  half  millions,  then 
that  will  have  have  to  be  added. 

Q.  Do  not  the  two  and  a  half  millions  represent  the  indebt- 
edness of  the  Receiver  ?     A.  No,  sir. 

Q.  Are  not  they  what  are  called  the  prior  lien  bonds  ?  A. 
Oh,  no  ;  the  reason  of  the  two  and  a  half  millions  being  put  in 
the  mortgage,  was  simply  this  :  When  the  reorganization  was 
entered  upon,  it  was  with  the  expectation  that  the  assessment 
upon  the  stockholders,  together  with  the  surplus  earnings, 
that  is,  the  earnings  which  the  first  and  second  mortgage 
bondholders  consented  to  yield  to  the  improvement  of  the 
road,  would  be  sufiicent  for  all  the  purposes  ;  the  contest  be- 
tween the  roads  came  on  about  that  time,  and  for  a  year  or 
more  rates  ranged  very  low,  so  that  the  surplus  earnings  were 
very  limited  in  their  amount,  not  nearly  to  the  extent  that 
was  needed  ;  a  portion  of  this  assessment  fund  had  to  be  used 
in  carrying  out  the  plan  of  reorganization ;  therefore,  in  creat- 
ing the  new  mortgage,  .looking  to  the  necessities  of  the  road, 
that  two  and  a  half  million  was  created  to  be  used,  if  necessary. 
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By  the  Chairman  : 

Q.  It  has  not  yet  been  used  ?  A.  It  has  not  yet  been, 
and  my  present  judgment  is,  it  will  never  be  used. 

By  Mr.  SrEKNE  : 

Q.  Isn't  there  an  indebteduess  of  the  Beceiver  of  upwards  of 
two  millions  of  dollars,  representing  the  accumulated  deficits 
of  the  past  years  ?  A.  There  was  no  accumulated  deficits  of 
the  past  years ;  the  debt  of  the  Erie  Bailway,  during  the 
Beceivership,  was  largely  diminished  ;  when  the  property  was 
sold,  and  was  passed  to  the  hands  of  the  new  company  by  the 
order  of  the  court,  that  new  company  had  to  provide  for  all  the 
existing  indebtedness  of  the  Beceivership ;  that  existing  in- 
debtedness consisted  then  almost  exclusively  of  current  ex- 
penses with  some  floating  debt. 

Q.  What  is  the  stock  capital  of  the  Erie  Bailway  Company 
— of  the  new  company  as  I  call  it — the  New  York,  Lake  Erie 
&  Western  Bailway  ?  A.  There  is  no  change  in  the  authorized 
capital  stock  ;  the  effort  of  the  parties  reconstructing,  was  to 
give  to  all  the  stockholders  of  the  Erie  Bailway  the  benefit  of 
the  reconstructed  company  ;  when  this  report  was  made  out, 
a  portion  of  the  stockholders  had  not  assented  ;  unless  some 
have  assented  since,  or  do  assent,  or  fail  to  assent,  the  stock 
will  be  $85,254,400  ;  that  was  the  condition  of  the  stock  account 
when  that  report  was  made  out. 

Q.  That  is  the  85  millions  ?     A.  Yes,  sir. 

Q.  So  the  capital  stock  of  the  new  company  is  about  the 
same  as  of  the  old,  and  the  bonded  capital— or  rather  that  part 
of  its  capital  account  represented  by  bonds — is  how  many  mil- 
lions in  excess  of  the  old  Erie  Company  ?  A.  It  will  be  increased 
to  the  extent  of  the  interest  postponed  to  the  bondholders. 

Q.  Give  me  the  figures  ?  A.  I  will  answer  in  my  own  way  ; 
to  the  interest  postponed  to  the  bondholders,  and  which  was 
intended  to  be  put  in  the  improvement  of  the  road ;  it  will, 
therefore,  be  an  increase  of  the  funded  coupon  bonds 
eight  millions — first  coupon  bonds,  $3,615,444 ;  of  the  funded 
coupons  of  the  second  consolidated  bonds,  $8,520,651  ;  of  the 
income  bonds,  $508,000. 

Q.  Income  bonds  $508,000  ?     A.  Yes,  sir. 

Q.  Do  not  the  income  bonds  represent  the  assessments  ?  A. 
Yes,  sir  ;  they  represent  the  assessments. 
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Q.  Isn't  that  more  than  $508,000  ;  you  must  be  wrong  about 
that?  A.  No,  I  am  not  wrong;  I  know  what  I  am  talking 
about. 

Q.  Look  again  ?     A.  You  want  it  explained  ? 

Q.  Yes  ?  A.  Under  the  programme  of  reorganization,  there 
was  two  classes  of  assessments;  there  was  a  $6  assessment, 
and  a  $1  assessment ;  but  few  of  the  stockholders  availed  them- 
selves of  the  six  dollar  assessment ;  by  the  terms  of  the  reor- 
ganization, those  who  paid  the  larger  assessment,  was  entitled 
to  these  income  bonds  ;  but  a  small  proportion,  however,  availed 
themselves  of  it,  and  the  same  with  the  preferred  stock,  where 
those  who  paid  the  higher  assessment  were  entitled  to  the  in- 
come bonds;  hence  the  income  bonds  were  nothing  like  equal  to 
the  amount  paid  in  of  the  assessment,  for  it  only  represents 
the  amount  paid  in  on  the  higher  assessment. 

Q.  Under  the  six  dollar  arrangement  ?     A.  Six  and  four. 

By  the  Chairman  ; 

Q.  Do  I  understand  you,  that  the  total  of  those  figures  you 
have  just  given,  which  is  about  20  millions,  representing  the 
amount  of  the  indebtedness  and  stock  of  the  road,  etc.,  is 
now  more  than  it  was  prior  to  the  reorganization  ?  A.  Not  '-0 
millions;  the  total,  leaving  the  income  bonds  out,  for  that  is 
simply  a  certificate  of  indebtedness,  would  be  $3,61.5,514,  plus 
$8,520,651. 

Q.  I  got  eight  million  down  twice  ;  that  is  an  error?  A. 
That  is  an  error. 

By  Mr.  Sterne  : 

Q.  A  possible  increase  of  2J  million?  A.  A  possible  in- 
crease of  2ij  million. 

Q.  This  is  already  authorized  to  be  issued,  isn't  it ;  this  2^ 
million  ?  A.  Never  been  acted  upon  by  the  Board ;  it  was  in 
the  parties  to  the  reconstruction,  which  was  not  the  company, 
but  the  bondholders,  and  the  representatives  of  the  stockhold- 
ers ;  they  agreed  that  that  might  be  done,  if  it  was  found  ne- 
cessary, and  they,  in  the  mortgage,  provided  for  it. 

Q.  You  recognize  this  as  one  of  the  copies  of  the  report  of 
1878,  don't  you?  A.  T  think  it  is  ;  I  have  no  reason  to  doubt 
it. 

Q.  "Will  you  kindly  open  your  copy  at  page  38  ;  you  will  find 
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there,  under  the  second  subdivision  of  money  applicable  to  im- 
provement, the  words  following  :  "  Provision  having  been  fully 
made  to  pay  the  expenses,  payments  and  indebtedness  of  the 
Receivership  by  the  issue  of  prior  lien  bonds,  not  to  exceed  2£ 
million  ;"  what  bonds  does  that  sentence  allude  to?  A.  That 
refers  to  the  2 \  million. 

Q.  When  I  asked  whether  those  two  and  a  half  million  dol- 
lars were  intended  to  represent  the  expenses,  indebtedness  and 
payments  of  the  Receiver  you  said  no,  that  that  was  intended 
for  the  improvement  of  the  railway  and  for  a  future  issue  ; 
had  nothing  to  do  with  the  indebtedness  of  the  Receiver  and 
that  there  was  none  ?  A.  Substantially  none ;  the  court,  under 
its  order,  directed  the  new  company  to  pay  that  indebtedness; 
this  two  and  a  half  million  was  a  thing  provided  for  in  the  ar- 
rangement between  the  stockholders,  the  reconstruction  Trus- 
tees, and  the  Purchasing  Committee  ;  this  language  in  this  report 
might  be  construed  differently  from  my  statement,  but  it  is  in 
effect  the  same  ;  that  is,  if  we  had  not  to  take  of  the  earning  to 
pay  the  indebtedness  of  the  Receiver  these  bonds  could  be  used 
for  that  purpose  ;  but,  for  the  purpose  of  keeping  the  indebt- 
edness as  low  as  possible— the  bonded  indebtedness— the  new 
company  determined  to  first  see  if  these  improvements  could 
not  be  accomplished  out  of  the  earnings. 

Q.  In  other  words — I  don't  want  to  misunderstand  or  mis- 
interpret you — in  other  words,  you  either  have  to  take  it  out 
of  the  reconstruction  fund  of  three  and  a  half  million,  or  issue 
new  bonds  to  the  extent  of  two  and  a  half  millioD,  or  pay  it 
out  of  the  earnings  ?  A.  And  the  company  elected  to  pay  it 
out  of  the  earnings. 

Q.  But  there  is  therefore,  isn't  there,  an  indebtedness,  or 
payments,  or  expenses  of  the  Receiver,  w  Inch  are  all  included, 
representing  two  and  a  half  millions  of  dollars  ?  A.  All  in- 
cluded ;  might  have  represented  two  and  a  half  million  of  dol- 
lars ;  I  should  suppose  it  would. 

Q.  An  amount  not  covered  by  earnings  during  the  Receiver- 
ship and  which  remained  over  when  the  new  company  came  in 
possession  ?  A.  No,  not  s  >  at  all ;  the  earnings  during  the  Re- 
ceivership much  more  than  paid  the  indebtedness  incurred  by 
the  Receiver;  it  paid  largely  of  the  then  existing  indebtedness; 
no  one  can  manage  a  railroad  of  the  magnitude  of  the  Erie 
Company  without  having  at  any  period — any  fixed  period — an 
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indebtedness  equal  to  that  amount,  unless  it  is  a  very  wealthy 
company. 

Q.  You  don't  seem  to  catch  either  my  purpose  or  my  mean- 
ing in  the  question,  or  I  don't  make  myself  clear  to  you  ;  you 
did  not  pay  any  interest  on  the  general  bonded  indebtedness, 
except  the  interest  on  the  five  first  mortgage  bonds,  did  you, 
during  the  Receivership  ?  A.  We  paid  the  interest  on  the 
five  first  mortgage  bonds  in  each  alternate  coupon  bond — the 
first  consolidated. 

Q.  Then,  your  company,  during  the  time  of  your  Receiver- 
ship, was  relieved,  practically  from  the  payment  of  a  large 
amount  of  interest,  which  diverted  indebtedness  is  represented 
by  an  addition  of  eight  millions  and  three  millions, 
respectively,  which  you  have  just  read  ?     A.  Yes,  sir. 

Q.  Therefore,  the  Erie  Company,  under  the  Receivership, 
did  not  pay  eleven  millions  of  dollars  that  it  did  pay  pre- 
viously, when  it  was  a  solvent  Erie  Company?     A.  Not  so. 

Q.  If  that  isn't  so,  why  isn't  it  so  ?  A.  This  twenty-five 
millions  of  bonds  upon  which  interest  was  not  paid  by  the  Re- 
ceiver, and  of  the  last  fifteen  of  which  the  company  never  re- 
ceived, directly  or  indirectly,  but  about  six  million,  the  balance 
of  which  is  the  subject  matter  of  these  suits  now  in  London  ? 

By  the  Chairman  : 

Q.  I  do  not  wish  to  interrupt  you,  but  is  that  the  last  loan 
of  twenty-five  millions  that  was  negotiated  ?     A.  Yes,  sir. 

Mr.  Sterne — That  is  the  McHenry  negotiation. 

The  Witness— The  interest  upon  fifteen  million  of  thac 
twenty-five  never  matured,  so  there  was  never  any  call  for  its 
being  paid  before  the  appointment  of  a  Receiver  ;  the  1st  of 
June,  1875,  was  the  first  coupon  maturing  upon  that  bond. 

By  Mr.  Sterne  : 

Q.  That  answers  as  to  what — the  eight  millions  or  the  three 
millions  ?  A.  It  answers  in  part  to  the  eight  million ;  not 
the  three  million. 

Q.  How  much  of  the  eight  million  ?  A.  You  can  make  the 
calculation  ;  I  have  never  marie  it. 

Q.  Give  a  general  statement  ?     A.  I  will  give  it  to   you  ; 
there  was  ten  million  of  the  convertible  bonds  that  was  issued 
I  think  in  1873,  in  the  spring. 
32 
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Q.  Excuse  me  to  interrupt  you  one  moment ;  is  that  what  is 
called  the  Grant  bond  ?  A.  The  Grant  bond  ?  I  don't  know 
anything  about  the  Grant  bond  ;  that  is  what  is  called  the  con- 
vertible bond  ;  the  Second  Consolidated  Mortgage,  which  was 
executed  after  the  issue  of  that  bond,  provided  that  ten  million 
of  the  bond  to  be  issued  under  that  mortgage  might  be  ex- 
changed, or  that  the  convertible  bond  might  be  converted  into 
that  mortgage  bond  ;  this  eight  million  is  the  interest,  upon  not 
only  the  ffiteen  million  of  consolidated,  but  the  ten  million  of 
convertible— upon  the  full  twenty-five  million  ;  do  I  make  my- 
self undertood  ;  I  certainly  want  to. 

Q.  "Well,  yes ;  as  to  the  three  million,  then,  my  statement  or 
my  conjecture  was'right,  that  the  company  was  relieved  of  the 
payment  of  that  during  the  Keceivership,  and  required  to  pay 
that  during  its  solvency?     A.  Yes,  sir. 

Q.  And  that  represents  the  three  million  ?  A.  .That  repre- 
sents the  three  million. 

Q.  Can  you  state,  in  one  sentence,  what  your  conjecture  is 
of  what  part  ot  the  eight  million  is  represented  likewise  by 
the  indebtedness?     A.  It  would  be  as  fifteen  to  ten. 

Q.  They  were  paying  interest  on  the  fifteen  before,  or  on 
the  ten,  the  Erie  Railway  Company  ?  A.  The  convertible 
bond  was  put  on  the  market  in  1873 ;  there  was,  I  think, 
one — certainly  one,  and  perhaps  two — coupons  upon  that  bond 
which  had  been  paid—  paid,  not  out  of  the  earnings,  but  out  of 
the  proceeds  of  the  Second  Mortgage  Bond  which  they  had  in 
London  for  sale  ;  largely  so  ;  perhaps  not  entirely. 

Q.  Are  you  prepared  to  state  that,  during  your  Receivership, 
you  paid  floating  indebtedness  of  the  old  Erie  Company  in  ex- 
cess of  the  amounts  represented  by  the  three  millions,  the  pro- 
portion of  interest  due  on  ten  millions — that  is,  the  interest  on 
ten  millions  and  two  and  a  half  millions  ?  A.  I  don't  propose 
to  indulge  in  conjecture  here  ;  I  want  to  be  explicit ;  as  1 
have  said  to  the  Committee,  when  this  investigation  took  place, 
1  directed  my  assistant  and  the  Auditor  to  examine  carefully, 
so  that  they  could  give  the  Committee  the  benefit,  accurately, 
of  all  these  figures  ;  I  cannot ;  I  have  no  idea,  however,  that 
we  paid  on  account  of  this  debt,  an  amount  equal  to  the  eight 
millions  ;  I  can't  say  ;  I  don't  think  we  did. 

By  the  Chairman  : 

Q.  I  would  like  to  ask  a  question  here  :  If  I  understand  your 
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testimony  right,  the  Erie  Railway  has  never  received  the  pro- 
ceeds of  that  last  loan  of  twenty -five  million  into  a  considerable 
amount ;  can  you  tell  us  what  amount — approximately  ;  I  don't 
ask  for  exact  figures  ?  A.  We  received  of  the  last  15  millions  a 
fraction  over  6. 

Q.  A  fraction  over  6  million  ?     A.  Yes,  sir. 

Q.  What  about  the  other  10—9  million  ?  A.  That  is  the 
subject  matter  of  the  pending  suits  in  London. 

Q.  Yon  never  have  got  it  really,  have  you  ?     A.  No,  sir. 

Q.  Then,  you  haven't  really  got  but  about  six  millions  out  of 
the  twenty-five?  A.  I  say  a  fraction  over  six  ;  I  do  not  mean 
six  out  of  25  ;  I  say  six  out  of  the  last  15  ;  the  first  10  millions 
of  convertible  bonds,  I  think,  was  fairly  accounted  for,  aud  the 
company  got 

Mr.  Shirman — That  will  be  about  16  million  out  of  25? 

The  Chairman — Yes. 

The  Witness — The  books  will  explain  this  whole  transaction 
much  better  than  I  can  ;  I  am  reminded  since  I  answered  the 
Chairman  [that  two  millions  of  the  convertible  is  also  in- 
volved in  this  con  trovers}'. 

By  Mr.  Sterne  : 

Q.  Two  millions  out  of  the  ten  ?  A.  Two  millions  out  of  the 
ten,  in  addition  to  the  balance  due  on  the  15,  is  involved  in  the 
litigation  with  McHenry  and  the  London  Banking  Association 
of  London. 

By  the  Chairman  : 

Q.  Then,  you  received  less  than  fourteen  millions  ?  A  I  say 
out  of  the  ten  millions  of  convertible  there  are  two  millions  not 
accounted  for  ;  out  of  the  fifteen  millions  of  consolidated  there 
is  $8,800,000  not  accounted  for. 

By  Mr.  Sterne  : 

Q.  I  must  again  recur  to  this  question  of  two  and  a  half 
millions  ;  then  isn't  it  true  if  you  were  relieved  of  an  indebt- 
edness or  the  payment  of  sums  of  money  during  the  time  of 
your  Beceivership,  which,  as  President  of  the  Erie  Railway 
Company,  you  were  required  to  pay,  to  the  extent  of  six  or 
seven  millions  of  dollars,  and  that  there  remains  an  indebted- 
ness to  the  Receiver  to  the  extent  of  two  and  a  half  millions  of 
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dollars,  making  in  all  a  sum  of  about  ten  millions  of*  dollars, 
that  if  you  did  not  extinguish  the  floating  debt  of  the  old  Erie 
Company  to  that  amount  during  the  Receivership,  the  com- 
pany's property  during  the  period  of  the  Receivership 
went  behind  hand  to  the  amount  of  the  difference  of  the  ex- 
tinguishment of  the  floating  debt  and  the  indebtedness  as  it 
remains?  A.  I  do  not  know  that  I  understand  your  question  ; 
I  must  understand  it  before  I  can  answer. 

Q.  If  the  Chairman  does  not  understand  it,  I  will  put  it  in  a 
different  form ;  of  course,  I  want  the  question  to  be  intelli- 
gible ;  you  as  Receiver  did  not  pay  sums  which  you  as  Presi- 
dent of  tha  Erie  Railway  Company  did  pay  in  the  shape  of 
interest  upon  bonds,  and  the  amount  of  that  non-payment  is 
about  somewhere  between  six  and  seven  millions  of  dollars  ; 
you  extinguished  your  claim,  floating  debt  of  the  Erie  road,  to 
an  amount  in  excess  of  the  two  and  a  half  million  of  dollars,  rep- 
resented by  what  is  called  Receiver's  payments,  indebtedness 
and  expeness  ;  therefore,  isn't  it  true  that  the  estate  went  be- 
hind hand  to  the  amount  of  the  deferred  interest,  or  non-paid  in- 
terest during  your  Receivership  ?  A.  It  is  very  manifest  that 
to  whatever  extent  the  earnings  of  the  company,  the  net  earn- 
ings of  the  company,  was  short  of  the  interest  due  upon  the 
bonds  of  the  company,  that  to  that  extent  the  company  went 
behind ;  whether  that  was  six,  eight,  or  ten  millions  I  am  un- 
able to  answer  without  making  a  calculation. 

By  the  Chairman  : 

Q.  Speaking  of  the  interest  which  you  were  relieved  of  pay- 
ing dining  your  Receivership,  that  was  only  temporary,  of 
course?     A.  Only  temporary. 

Q.  You  were  not  permanently  relieved  from  paying  it  during 
your  Receivership?  A.  No;  the  interest  which  we  were  re- 
lieved of  paying  during  the  Receivership  goes  into  this  increasd 
mortgage  debt? 

By  Mr.  Sterne  : 

Q.  It  comes  again — it  reappears  in  the  shape  of  an  increased 
indebtedness  of  the  company,  an  increase  from  a  floating  debt 
to  a  funded  debt  ;  have  you  any  expectation  of  being  enabled 
out  of  the  earnings  of  the  Erie  Railway  Company,  to  pay  the 
interest  upon  its  funded  debt  as  it  now  stands  upon  the  books 
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of  your  corporation  ?  A.  Since  this  reorganization  if  I  have 
been  troubled  once,  it  is  a  thousand  times,  by  speculators  in 
the  bonds  and  stocks  of  the  Erie  Company,  to  get  some  assur- 
ances from  me,  as  to  the  value  of  these  securities  or  its  stock  ; 
I  have  always  declined  to  express  any  opinion,  other  than  that 
which  I  expressed  in  my  report  to  the  public,  through  the  Board 
of  Directors  ;  if  the  Committee  thinks,  however,  that  I  ought 
here  to  express  an  opinion  with  regard  to  the  value  of  the 
bonds  of  the  New  York,  Lake  Erie  &  Western  Railway  Com- 
pany, I  will  express  it. 

The  Chairman — Give  us  the  opinion  that  you  give  in  your 
report. 

Mr.  Sterne — Let  me  draw  the  attention  of  the  Committee 
to  this,  that  the  situation  has  changed  since  the  time  of  the 
making  of  the  report;  since  1878,  the  westbound  pool  has 
come  into  operation  and  I  believe  that  the  Erie  Railway  Com- 
pany stands  in  a  better  position  to-day  than  it  did  then,  as  to 
earnings  and  as  to  expectations  ;  now  I  shall  make  the  same 
question  as  to  the  stock  ;  possibly  it  is  not  of  any  interest  to 
this  Committee  if  this  stock  capital  and  bonded  indebtedness 
is  merely  Pickwickian,  but  if  it  is  real,  then  it  is  of  some  in- 
terest to  the  State  to  know  it. 

The  Chairman — (To  the  Witness.)  If,  in  your  opinion,  it  will 
affect  the  stock  market  in  giving  your  answer  to  that  question 
you  need  not  answer  the  question  ?  A.  It  will  effect  it  to  the 
extent  that  my  opinion  may  effect  the  public  mind  ;  I  have  no 
objection  to  answering  it  if  the  Committee  desire  it ;  I  do  not 
decline  to  answer  it. 

The  Chairman — You  may  exercise  you  own  discretion  about 
answering  it. 

Q.  (Question  repeated.)  Have  you  any. expectation  of  being 
able,  out  of  the  the  earnings  of  the  Erie  Railway  Company,  to 
pay  the  interest  upon  its  funded  debt  as  it  now  stands  upon 
the  books  of  your  corporation  ? 

The  Chairman — You  may  answer  the  question  in  your  own 
way. 

A.  The  Erie  Road,  when  I  took  charge  of  it,  was  an  incom- 
plete concern,  its  track  disconnected  at  different  points,  large- 
ly single  track,  no  terminal  improvements  or  facilities,  defect- 
ive machinery,  iron  rails,  largely  wooden  bridges,  in  a  condi- 
tion that  it  could  not  be  worked  with  economy  ;  to  make  it  pay, 
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upon  the  then  existing  indebtedness,  much  less  the  present, 
involving  the  necessity  of  large  improvements  ;  we  have  been 
at  tbat  and  are  at  it ;  if  we  are  permitted  to  complete  the  im- 
provements we  now  have  in  hand,  T  have  not  the  slightest 
doubt,  of  the  ability  of  the  company,  even  under  very  adverse 
circumstances,  to' provide  for  the  interest  upon  its  debt. 

Q.  Then  you  also  believe,  do  you  not,  that  within  some 
period  of  time  that  you  may  look  forward  to,  you  may  be  able 
to  earn  a  dividend  upon  its  stock  ?  A.  That  is  a  question  of 
time  ;  if  we  are  permitted  to  complete  the  road,  to  put  it  upon 
an  equality  with  its  competitors  physically,  and  with  its  con- 
nections, with  the  improvement  of  the  business  of  the  country 
and  economy  in  the  management,  I  shall  be  very  hopeful  of 
giving  value  to  the  stock  at  no  very  distant  day. 

Q.  When  you  speak  of  value  to  the  stock,  you  mean  not  a 
speculative  value,  but  dividends  upon  the  stock  ?  A.  I  mean 
an  actual  value. 

Q.  Dividends  upon  the  stock?  A.  I  should  not  consider  it 
of  actual  value,  withoutdividends ;  it  may  be  small,  but  it  will 
be  a  value. 

Q.  When  you  speak  of  being  permitted  to  complete  your 
road,  please  explain  what  you  mean  by  that ;  is  not  your  road 
complete?     A.  No,  sir;  not  by  a  great  deal. 

Q.  In  what  respect  is  it  incomplete  ;  I  don't  ask  you  as  to 
detail ;  give  me,  if  you  please,  a  general  statement  as  to  what 
respect  ?  A.  When  you  ask  me  a  question  which  you  have  a 
perfect  right  to  ask,  please  accord  to  me  the  privilege  of 
answering  it  in  my  own  way. 

Q.  Of  course,  but  at  the  same  time,  I  want  to  make  a  sug- 
gestion as  to  what  I  want,  so  that  you  need  not  give  me  un- 
necessary detail?  A.  I  am  not  consulting  your  wants,  I  am 
consulting  my  duty  to  the  interests  I  represent. 

Q.  And  not  the  information  that  the  Committee  may  want  ? 
A.  If  the  Committee  want  from  me  any  information  iu  a  form 
that  would  be  detrimental  to  the  interests  I  represent,  then  I 
would  make  that  a  question  ;  I  do  not  think  it  does  ;  I  do  not 
think  that  the  Committee  would  insist  that  I  should  limit  my 
answer,  so  that  the  answer  might  not  present  my  real  view  of 
the  question  propounded ;  it  is  not  complete  ;  the  double  track 
is  not  completed  ;  there  is  a  large  amount  of  grading  and  of 
construction  of  that  kind  to  complete  ;  we  are  in  the  act  of  con- 
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structing  an  elevator  at  Buffalo,  which  is  iijcomp'ete  ;  depots ; 
shops  ;  the  same  at  Jersey  City,  and  along  the  line  of  the  road  ; 
adding  side  tracks  ;  connecting  the  double  track ;  we  are  at 
work  trying  to  improve  the  equipment,  reducing  from  the 
eighty-five  patterns  of  engines  that  are  on  our  road 

By  the  Chairman  : 

Q.  Eighty-five  different  patterns  ?  A.  Eighty-five  different 
patterns  ;  reducing  them  down  to  two  standards  of  engines  for 
freight,  and  one  for  passengers  ;  we  are  engaged  in  all  this ;  I  am 
asked  what  I  mean  when  I  say  if  we  are  permitted  to  go  on  with 
this ;  there  has  not  been  a  day  since  I  have  been  connected 
with  the  road,  that  there  has  not  been  attacks  of  one  kind  or 
another  made  upon  it ;  they  are  being  made  now ;  what  effect 
this  will  have  upon  the  credit  of  the  company,  its  ability  to 
carry  out  these  improvements,  is  a  question  I  am  not  prepared 
to  decide,  nor  do  I  know  what  may  be  the  action  of  this  Com- 
mittee or  the  action  of  the  Legislature  ;  if  our  business  arrange- 
ments were  interrupted,  our  rates  seriously  affected,  our  rela- 
tions with  the  roads  of  other  Slates  seriously  embar.tssed,  our 
earnings  might  be  reduced  so  largely,  that  we  would  be  uuablo 
to  either  pay  the  interest  on  the  bonds  or  to  add  value  to 
the  stock  ;  that  is  what  T  mean  if  we  are  permitted  to  go  on 
with  our  improvements. 

Q.  When  did  your  connection  with  the  Eiie  Kailway  Com- 
pany begin  ?     A.  In  July,  1874. 

Q.  You  came  here,  did  you  not,  at  the  suggestion  or  invita- 
tion of  Mr.  Thomas  Scott  ?     A.  No,  sir. 

Q.  Mr.  Thomas  Scott  preceded  you  in  the  presidency,  did  he 
not  ?     A.  No,  sir. 

Q.  Had  he  not  been  elected  the  President  of  the  road  ?  A. 
Not  to  my  knowledge  ;  I  never  heard  of  it  before. 

Q.  What  position  in  the  railway  world  had  you  occupied  be- 
fore that  time?  A.  My  active  railroad  experience  commenced 
in  1857  ;  previous  to  that  time  I  had  been  a  director  simply, 
taking  no  active  part,  however,  in  the  management  ;  in  1857,  I 
became  actively  connected  with  the  management  of  the  Cen- 
tral Ohio  Boad ;  was  elected  its  President ;  am  its  President 
now ;  shortly  after,  I  was  elected  President  of  the  Little  Miami, 
and  Columbus  &  Zenia  Boads  ;  I  continued  in  that  position, 
and  possibly  am  in  that  now  ;  just  previous  to  the  last  election, 
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I  notified  them  I  desired  to  be  relieved,  and  perhaps  they  did 
it ;  I  have  not  been  advised  ;  I  was  then  the  President  of  the 
Cincinnati  &  Muskingum  Valley  Koad  ;  I  was  then  the  Vice- 
President  of  the  P.  C.  &  St.  Louis  road,  with  all  its  connec- 
tions, some  1,500  miles  of  road,  and  I  occupied  all  those  posi- 
tions, and  I  left  them  when  I  came  here. 

Q.  That  is  the  Pittsburg,  Cincinnati,  &  St.  Louis?,  is  it  ?  A. 
Yes,  sir. 

Q.  That  is  one  of  the  roads  which  runs  in  connection,  or  is 
leased  by  the  Pennsylvania  Road  ?  A.  It  is  a  connection,  not 
leased. 

By  Mr.  Husted  : 

Q.  Is  that  the  Pan  Handle  Road?    A.  Yes,  sir. 

By  Mr.  Sterne  : 

Q.  You  came  here,  then,  as  you  think,  to  succeed  Mr.  Wat- 
son's administration?  A.  Not  as  I  think;  Mr.  Watson  was 
President  when  I  came  here,  and  he  retired  at  the  annual  meet- 
ing in  July,  and  I  was  elected  President. 

Q.  Was  n.  t  there  a  short  interregnum  of  Mr.  Scolt's  elec- 
tion ?     A.I  never  heard  of  Mr.  Scott's  being  elected. 

Q.  And  he  could  not  accept  in  consequence  of  the  death  of 
Mr.  Thompson,  which  took  place  just  at  that  time?  A.  I 
have  answered  the  question — I  never  heard  of  it. 

Q.  In  what  respect  did  the  Board  of  Direction  change,  con- 
coumiittant  Jwith  your  accepting  the  presidency  of  the  road,  as 
to  per  not  i  n  l  ?  A.  I  cannot  answer  that  question  ;  I  had  nothing 
to  do  with  the  election  of  the  directors,  with  the  exception  of 
three  ;  my  experience  in  railroad  managementand  my  knowledge 
of  the  condition  of  the  railroads,  was  that  the  interests  of  the 
railroads  were  seriously  embarrassed,  not  of  the  railroads  only, 
but  of  the  public,  by  the  peculiar  position  which  the  Erie  oc- 
cupied ;  and  therefore  to  produce  what  I  hoped  to  produce, 
harmony,  between  the  various  interests,  I  advised  the  putting 
of  the  President  of  the  Pennsylvania  Railroad  Company,  the 
Vice-President  of  the  Baltimore  &  Ohio  Eailroad  Company, 
and  I  think  two  others — those  are  the'only  two  I  now  recollect ; 
but  both  of  whom  were  gentlemen,  I  never  have  seen — in  the 
board ;  I  think  I  advised  the  putting  in  the  board  of  the  President 
of  the  Delaware  &  Hudson,  and  the  President  of  the  Delaware 
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&  Lackawanna,  being  competing  lines  to  some  extent,  and 
connecting  lines,  that  the  differences  which  existed  and  which, 
as  I  was  informed,  were  producing  great  confusion,  might  be 
reconciled  ;  that  was  the  extent  of  my  interference  or  advice, 
in  connection  with  the  board. 

Q.  Was  it  acted  upon  ?  A.  Mr.  Scott  and  Mr.  King  of  the 
Baltimore  &  Ohio,  were  put  in  the  board,  and  also  Mr.  Sloane 
and  Mr.  Dickson. 

Q.  You  do  net  mean  to  convey  the  impression  that  you  had 
never  seen  Mr.  Scott  before  ?  A.  I  say  the  last  two,  and  I 
ought  not  to  say  that  of  Mr.  Sloane,  for  some  years  ago  I  had 
seen  him,  but  Mr.  Dixon  I  never  had  seen. 

Q.  You  had  been  familiarly  acquainted  with  Mr.  Scott  ?  A. 
Mr.  Scott  and  Mr.  King ;  I  had  worked  roads  in  connection 
with  both,  and  I  knew  them  very  well. 

Q.  In  what  other  respect  did  the  Board  of  Direction,  com- 
posed, as  I  believe,  of  17  members,  change  when  the  Watson 
administration  went  out  and  you  came  in  ?  A.  If  you  will  get 
the  list  of  directors  previous  to  that  time  and  compare  it  with 
the  list  elected  at  that  time  you  can  ascertain  for  yourself  ;  I 
have  no  recollection. 

Q.  But  you  are  now  on  the  stand;  don't  you  know  ?  A.  I 
answer,  I  have  no  recollection. 

Q.  Don't  you  know  from  the  constant  intercouse  that  you 
had  with  the  earlier  directors  when  you  first  became  President 
that  the  bulk  of  the  direction  was  the  Same  under  your  presi- 
pency  as  it  had  been  under  the  Watson  presidency  ?  A.  I 
don't  know  that  the'  question  ever  suggested  itself  to  my 
mind;  my  recollection,  however,  is,  that  there  was  a  consider- 
able chaDge  in  the  board,  but  who  were  left  out  and  who  in- 
troduced I  cannot  answer  ;  I  do  not  recollect  either,  names  or 
number. 

Q.  Do  you  know  who  held  the  proxies  representing  the 
bulb  of  the  stock  or  the  great  majority  of  the  stock  when  you 
were  elected  a  member  of  the  board,  and  its  President?  A, 
My  understanding  was  that  the  proxies  which  controlled  the 
election  had  been  accumulated  by  Mr.  McHenry,  and  that 
thev  were  in  the  name  of  Mr.  Barlow  and  perhaps  Mr.  Sharp. 

Q.  An  English  attorney  who  represented  Mr.  McHenry  ?    A. 

Yes,  sir. 

Q.  And   it   was  those   proxies   which   elected  the  board  of 

33 


1376 

which  yon   subsequently   became  the  President?     A.  I  have 
never  examined  it  ;  I  have  always  believed  it. 

Q.  That  was  in  1874 ;  in  what  respect,  or  in  what  particu- 
lar, in  so  far  as  the  voting  power  of  that  corporation  is  con- 
cerned, did  it  change  between  1874  and  the  election  of  1.875  ? 
A.  My  recollection  is  that  in  1875  there  was  an  entire  change 
in  the  representation  of  the  stock  ;  that  the  holders  voted 
largely  their  own  stock ;  how  much  Mr.  Barlow  voted  upon 
the  European  proxies  I  don't  know. 

Q.  These  European  proxies  were  still  the  McHenry  proxies 
were  they  not?     A.  I  don't  know. 

Q.  As  such  things  are  known  by  railway  people,  don't  you 
know  they  were  the  McHenry  proxies  ?  A.  I  don't  know  what 
you  mean  by  saying  "  as  such  things  are  known  by  railway 
people." 

Q.  I  mean  without  any  definite  knowledge  of  handling  the 
proxies  themselves,  or  seeing  the  people  write,  wasn't  it  a 
well  understood  thing  that  they  were  the  McHenry  proxies  ? 
A.  I  have  no  recollection  whatever  of  the  proxies  voted  by  Mr. 
Barlow  ;  I  recollect  that  previous  to  that  election  there  was  a 
feeling  in  the  board  that  the  directory  ought  not  to  be  elected 
in  that  way,  and  there  was  an  application,  public  one  in 
the  press,  made  to  the  stockholders,  to  present  their  own 
proxies,  by  the  then  existing  board. 

Q.  You  don't  answer  my  question  whether,  in  1875,  substan- 
tially, the  voting  power  was  or  was  not  iu  Mr.  McHenry,  or 
whether  there  was  or  was  not  a  substantial  change  in  that 
particular  between  1874  and  1875  ?  A.  I  have  answered  you  as 
distinctly  as  a  man  could  be  answered,  that  I  have  no  recol- 
lection of  the  votes  cast  by  Mr.  Barlow. 

Q.  Did  you  ever  examine  the  construction  account  of  the 
railway  of  which  yon  took  charge  in  1874,  as  to  the  items  which 
enteiedinto  the  construction  account?     A.  I  never  did. 

(^.  Were  you  not  aware  that  during  the  very  wicked  and  dis- 
graceful administration  of  Jay  Gould  and  James  Fisk,  Jr.,  that 
a  large  amount  of  discounts  on  bonds,  legislative  expenses  and 
law  expenses,  and  every  conceivable  sort  of  wastefulness  and 
loss  was  carried  to  construction  account  ?  A.  My  attention, 
after  I  came  upon  the  road,  was  called  to  a  report  of  a  commit- 
tee of  the  Legislature  o;  New  York  in  which  there  were  many 
items  of  that  character,  but  I  never  took  up  the  account  itself 
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for  the  purpose  of  examining  as  to  the  items  of  which  the  con- 
struction account  consisted ;  X  found  the  account  there  ;  that 
was  enough  for  me. 

Q.  Let  me  ask  you  specifically  :  were  you  not  aware,  that  45 
million  of  dollars  representing  discounts  on  bonds  had  been 
entered  into  the  construction  account  as  though  it  had  been 
part  and  parcel  of  the  expenditures  for  constructing  the  Erie 
Railway  and  its  franchises?  A.  If  the  Committee  please, 
the  proposition  itself  is  simply  ridiculous  ;  here  was  a  company 
which,  until  that  25  million,  a  part  of  which  is  now  in  con- 
troversy, had  not  abonded  debt  of  30  millions  ;  that  45  millions 
of  discounts  on  bonds,  which  never  did  exist,  should  go  into  a 
construction  accouut,  is  a  proposition  that  lean  hardly  imagine 
how  Mr.  Sterne,  even,  got  into  his  head. 

Q.  You  consider  that  an  answer  to  my  question  ?     A.  I  do. 

Q.  Don't  you  know  it  is  in  evidence  before  the  Committee  of 
the  Legislature  of  1872,  and  that  it  is  upon  your  books,  and 
that  it  formed  the  subject  matter  of  a  litigation  by  your  rail- 
way with  Mr.  Jay  Gould,  and  the  subject  matter  of  a  litigation 
between  your  railway  and  Mr.  Vanderbilt,  that  a  large  amount 
of  bonds,  convertible — so-called  convertible  bonds — were  is- 
sued, converted  immediately  into  stock,  these  convertible  bonds 
destroyed,  and  that  this  discount— so -called  discount,  on  bonds 
represents  that  transaction  of  an  issue  of  bonds,  converted  into 
stock,  and  the  stock  now  outstanding  ;  don't  you  know  that 
fact  ?     A.  I  do  not ;  nor  can  the  fact  be  true. 

Q.  It  is  your  opinion,  that  it  is  not  so  ?  A.  My  opinion  is 
— not  an  opinion ;  it  cannot  be  true. 

Q.  Don't  you  know  that,  under  the  law  authorizing  the  issue 
of  bonds  to  be  converted  into  stock,  that  a  large  amount  of 
new  stock  was  issued,  representing  such  bonds  sold  by  Gould 
on  the  market,  and  that  the  difference  between  the  par  of  that 
and  the  amount  that  the  stock  fetched  was  entered  upon  the 
books  as  discount  on  bonds  ?  A.  I  do  not ;  I  have  understood 
—and  I  have  no  doubt  of  the  correctness  of  the  general  propo- 
sition, the  details  of  which  I  am  wholly  ignorant  of —that  a  great 
wrong  was  perpetrated  by  the  issue  of  bonds  and  by  the 
immediate  conversion  of  those  bonds  into  stock,  but  that  the 
discount  upon  those  bonds  could  have  been  charged  into  the 
construction  accouut,  or  the  bonds  themselves,  I  think  could 
hardly  be  ;  I  do  not  know ;  I  have  not  examined  then!. 
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Q.  Were  not  you  required  annually  to  make  a  report  to  the 
State  Engineer,  from  1874  to  the  present  time,  in  which  the 
construction  account  played  a  part  ?  A.  I  was  required,  under 
the  law,  to  make,  annually,  a  report  to  the  State  Engineer  of 
the  state  of  the  accounts  as  they  appeared  upon  the  books  of 
the  Erie  Railway  Company. 

Q.  I  desire  you  to  correct  that  answer  ;  you  stated  that  you 
were  required,  under  the  law,  to  make,  annually,  a  report  to 
the  State  Engineer ;  what  the  law  states,  the  Committee 
will  take  judicial  notice  of?  A.  I  was  required  to  make 
that  statement  ;  these  accounts  were  taken  from  the 
books  of  the  company  just  as  they  were  found  there ;  I  was 
not  required,  nor  would  it  have  been  proper  for  me  to  have 
gone  back  to  inquire  as  to  what  entered  into  these  various 
items. 

Q.  You  do  not  mean  to  say  to  this  Committee  that  the  re- 
quirement of  the  law  is,  that  you  shall  make  a  copy  of  your 
books  and  send  that  in?  A.  The  requirement  of  the  law  is, 
that  this  statement  shall  be  made  from  the  books  of  the  com- 
pany, and  my  conslruction  of  the  law  is,  that  it  requires  it  to 
conform  to  the  books  of  the  company. 

Q.  You  have  power  over  the  books  of  the  compauy,  and 
can  reform  the  books  of  the  company,  can't  you  ?  A.  I  have 
no  power  over  the  books  of  the  company  as  to  reforming 
them  ;  it  might  be  proper  for  the  Board  of  Directors  to  take  up 
the  books  and  to  charge  to  profit  and  loss  this  or  that,  and 
thus  wipe  it  out ;  that  might  be  done  ;  it  would  subject  them 
to  very  serious  criticism  if  it  was  done,  unless  there  was  sub- 
stantial foundation  for  doing  it. 

Q.  Isn't  it  constantly  done;  haven't  you  done  it  over  and 
over  again,  or  directed  it  to  be  done,  that  a  particular  asset, 
which  appeared  upon  the  books  of  the  company  which  you 
believed  to  be  good  was  written  to  profit  and  loss,  and  a  par- 
ticular asset  which  you  believed  to  be  utterly  worthless,  and 
which  was  in  profit  and  loss  taken  out  of  profit  and  loss 
again  and  made  an  asset  of  ?  A.  That  is  done  very  frequently, 
but  that  is  a  very  different  thing  from  changing  the  account 
upon  the  books  which  represents  its  construction  and  fran- 
chise account. 
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By  the  Chairman  : 

Q.  Prior  to  your  connection  with  the  company  ?  A.  Yos, 
sir  ;  prior  to  my  connection  with  the  company. 

Q.  Isn't  the  form  in  which  your  books  would  be  kept,  sub- 
ject to  your  direction  as  President?     A.  In  one  sense  it  is. 

By  Mr.  Sterne  : 

Q.  The  law  does  not  prescribe  the  form?  A.  Certainly 
not. 

Q.  Were  not  your  suspicions  awakened  from  time  to  time, 
that  the  construction  account  did  not  represent  moneys  that 
actually  went  into  construction,  in  so  far  as  the  action  of  your 
predecessors  were  concerned?  A.  I  have  but  little  doubt  it 
was  not — a  mere  suspicion — I  have  but  little  doubb  that  the 
construction  account  of  the  company  does  include  items  which 
ought  not  to  have  been  charged  to  that  account  that  is,  that 
that  was  the  condition  of  the  account  when  I  found  it. 

By  the  Chairman  : 

Q.  Do  I  understand  you,  that  that  practice  was  carried  on 
during  the  Watson  administration,  as  well  as  the  Gould  and  Fisk 
administration  ?  A.  I  do  not  wish  to  speak  of  any  adminis- 
tration, with  the  exception— I  do  not  think  that  after  1872, 
there  were  any  improper  entries  made  in  that  account. 

By  Mr.  Sterne  : 

Q.  Did  you  ever  look  at  the  law  which  required  you  to  make 
the  statements  to  the  State  Engineer,  which  are  to  be  annually 
furnished  to  him  ?     A.  I  did. 

Q.  From  September  30th,  1868,  to  September  30  th,  1872, 
the  construction  account  of  the  Erie  Bailway  Company  was 
swelled  from  56  millions  to  108  millions,  a  difference  of  50 
millions  of  dollars  ;  did  not  you  know  in  1874,  from  the  con- 
dition of  the  property  of  the  company  and  its  previous  his- 
tory, that  there  could  not  have  been,  and  that  there  was  not, 
any  sum  of  money  which  represented  even  a  percentage  of 
50  millions  of  dollars  expended  between  those  years,  upon  that 
company's  property  ?  A.  I  have  answered  that  question  dis- 
tinctly ;  I  have  never  looked  at  that  account ;  I  had  enough 
else  to  do  ;  with  the  exception  to  believe '  with  as  much  moral 
certainty  as  a  man  could  believe  without   knowing  the  fact, 
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that  there  never  had  been  that  amount  of  money  spent  upon 
the  road,  and  that  therefore,  that  construction  account  must 
have  been  made  up  of  illegitimate  and  improper  charges:  but 
they  were  beyond  my  control ;  it  had  been  done. 

Q.  The  requirement  of  the  law  under  which  you  make  your 
report  is  contained  in  section  31  of  chapter  140  of  the  Laws  of 
1850,  which  states  that  a  "  railroad  corporation  formed  under 
this  act  shall  make  an  annual  report  to  the  State  Engineer  and 
Surveyor,  of  its  operations,"  and  then  sets  forth  in  detail,  as  to 
what  it  shall  state,  and  amoag  others  the  "  cost  of  road  and 
epuipment,"  and  specifies  twenty  heads  under  that  statement  > 
now,  sir,  there  is  in  all  of  your  reports  a  statement  of  "New 
York  &  Erie  Railroad  Company  "  as  one  of  the  costs  of  the 
the  road  and  equipment ;  it  is  not  uuder  any  of  those  twenty- 
heads  ;  therefore,  was  not  your  attention  drawn  to  the  fact,  or 
was  not  your  suspicion  awakened  to  the  fact  that  that  was  a 
fictitious  item  inserted  into  the  construction  account  ?  A. 
Which  ? 

Q.  The  item  of  "New  York  and  Erie  Railroad  Company?" 
A.  The  law  requires  of  the  corporation,  formed  under  this  act, 
to  annually  report  to  the  State  Engineer  and  Surveyor,  all  the 
operations  of  the  year  ending  on  the  S'Oth  day  of  September, 
which  report  shall  be  verified  by  the  oaths  of  the  Treasurer  or 
President,  and  acting  superintendent  of  operations.  They  are 
require  to  report  the  operations  of  the  year,  not  the  operation 
of  thirty  years  ;  the  State  Engineer  in  prescribing  the  form  of 
the  report,  gives  a  column  of  the  report  made  of  the  previous 
year  upon  these  various  items,  giving,  himself,  the  headings 
and  the  column  of  the  items,  and  then  the  officers,  make  that 
annual  report  to  show  the  changes  during  that  year. 

By  the  Chairman  : 

Q.  Does  the  State  Engineer  send  to  you  the  blank  form  of 
the  report  filled  in  in  the  particulars  you  mention  ?  A.  He 
sends  us  the  blank  form  of  the  report ;  we  are  to  fill  in  ;  there 
is  the  form  of  the  report  (showing  it  to  the  Chairman). 

Q.  I  understood  from  your  answer  he  filled  in  something  as 
to  the  previous  year  ?  A.  No ;  here  is  what  he  requires  by 
the  last  report  to  be  put  in  that  column  ;  and  then  the  pres- 
ent year,  here  are  our  operations;  the  condio  n  of  the  ac- 
count at  that  time ;  that  was  all  to  be  taken  from  the  books 
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to  show  what  was  done  last  year;  if  the  books  of  this  year  are 
changed  then  it  is  reported. 

By  Mr.  Sterne  : 

Q.  Don't  you  suppose  that  the  State  wants  to  know  what, 
the  actual  cost  of  the  road  and  equipment  of  the  road  was  ? 
A.  I  suppose  if  when  this  large  increase  was  made  to  the  con- 
struction account,  if  the  officers  of  the  State  had  any  question 
to  make  to  that  account,  that  was  the  time  for  them  to  call 
for  an  explanation  ;  but  when  they  furnish  me  with  a  blank, 
requiring  me  to  state  the  operations  of  that  year,  in  compari- 
son with  a  column  of  the  previous  report  of  the  past  year, 
which  the  State  had  in  its  possession,  that  then  they  did  not 
expect  me  to  go  back  and  correct  a  report  of  last  year,  or  any 
preceediuc;  years ;  that  would  have  been  an  assumption 
which  the  State  authorities  would  have  with  propriety  re- 
buked. 

The  Chairman — We  will  inquire  into  the  extent  of  this 
watered  stock  and  into  the  extent  which  these  bonds  were  in- 
creased in  that  way,  but  the  manner  in  which  you  asked  the 
question,  assumes  that  the  road  ought  to  have  made  this  cor- 
rection, it  is  not  clear  to  me,  that  they  ought  to,  they  might 
have  done  it. 

The  Witness — Will  the  Committee  allow  me  to  make  a  state- 
ment? 

The  Chairman — Certainly. 

The  Witness — The  law  under  which  we  were  acting,  re- 
quired of  the  officers  to  state  simply  the  operations  of  that 
year.  That  is  all ;  it  required  us,  to  tell  what  we  had  done 
during  the  year  ending  on  the  30th  of  September  ;  the  State 
Engineer,  for  his  own  convenience,  that  he  may  see  at  a 
glance  what  change  has  been  made  in  these  accounts, 
puts  a  column,  requiring  us  to  give  in  that  column  a 
copy  from  the  report  of  the  preceding  year,  and  then  in  the 
column  also  prescribed  by  him,  to  place  the  state  of  the  ac- 
counts of  that  year,  by  which  the  operations  of  that  year  will 
be  shown  ;  now,  all  this  talk  about  fraud  coining  from  Mr. 
Sterne,  is  simply  to  affect  the  outside  ear  ;  he  knows,  if  he  has 
the  capacity  to  understand  the  duty  of  anyone  in  a  position  of 
this  kind,  that  it  was  not  only  not. imposed  upon  the  officers  of 
the  company,  but  that  if  they  had  attempted  to  doit,  it  would; 
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have  been  outside  of  the  law  ami  in  violation  of  the  instruc- 
tions of  the  State  Engineer ;  if  the  State  desires  to  inquire 
into  the  cost  of  construction  with  a  view  to  purchasing  the 
road,  it  is  competent  enough  ;  the  State  is  not  precluded  by 
these  entries ;  the  State  is  not  bound  by  these  accounts  ;  but  the 
idea  that  the  officers  of  the  company  for  this  year  shall  go 
back  ten,  twenty  or  thirty  years,  and  revise  all  their  reports,  is 
an  idea  that  never  entered  the  mind  of  a  practical  man  or 
an  experienced  lawyer. 

By  Mi-.  Dugtjid  : 

Q.  Don't  you  think  if  there  is  an  item  that  you  know  to  be 
a  fraud  in  the  construction  account,  that  it  is  your  duty  to 
strike  out  that  item  in  making  a  report  to  the  State  Engi- 
neer ?  A.  No,  I  do  not ;  I  don't  think  I  have  the  authority 
to  do  it. 

Q.  An  item  that  you  know  is  a  fraud'?  A.  No,  sir  ;  it  makes 
no  difference  to  the  proprietors  of  the  company  whether  the 
obligation  is  the  fruit  of  fraud,  or  whether  it  be  legitimate ; 
so  far  as  they  are  concerned,  they  are  responsible  to  the  pub- 
lic for  that  entire  obligation  ;  and  although  it  may  have  been 
the  fruit  of  fraud,  yet  the  claims  are  all  equally  valid  and  bind- 
ing upon  them  ;  therefore,  to  the  owners  of  the  company,  that 
account  stands  just  as  it  is  stated  ;  precisely  as  in  nine  tenths 
of  your  municipal  corporations,  how  rrany  frauds  have  been 
perpetrated  ;  by  how  many  devious  ways  has  your  debt  been 
increased  ;  yet  would  it  become  the  officers  of  that  municipal 
corporation  to  state  an  account  the  result  of  which  would  be 
the  repudiation  of  that  debt  ;  I  say,  although  the  debt  was  im- 
properly incurred,  although  it  is  an  obligation  which  never 
should  have  been  incurred,  yet  it  is  an  existing  obligation,  bind- 
ing upon  the  owners  of  the  property,  and  in  their  hands  that 
construction  account,  however  euormous  it.  may  be,  stands 
between  them  and  their  stock  interest. 

Q.  I  do  not  raise  that  question  ;  I  merely  say  that  that 
ought  to  come  out  of  that  construction  account;  it  represents 
a  fraud  on  your  books,  and  you  may  be  bound  by  it,  but  it  is 
not  right  to  take  an  item  that  you  know  is  a  fraud  and  count  it 
a  valid  item;  I  ask  that  question  whether  it  is?     (No  answer.) 

The  Chairman — Has  there  ever  been  any  controversy  as  to 
the  validity  of  these  Fisk  &  Crould  bonds  issued  at  that  time  ; 
have  they  ever  been  called  in  question  in  any  litigation? 
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Mr.  ShipmaN — No,  I  do  not  think  there  has  ;  I  do  not  think 
there  has  been  any  litigation  calling  them  directly  in  question. 
There  was  a  litigation  between  the  Erie  Kailway  Company 
and  Commodore  Vanderbilt,  in  which  the  question  of  the  issue 
of  these  convertible  bonds,  which  was  subsequently  converted 
into  stock,  was  the  subject  of  discussion,  but  it  was  a  litigation 
that  finally  terminated  some  time  ago,  and  it  did  not  involve 
the  question  put  by  the  Chairman. 

The  Witness— I  think  I  can  answer  that  question  a  little 
better  than  that ;  there  are  no  such  bonds  in  existence ;  the 
Gould  bonds,  to  which  reference  has  been  made,  and  which  I 
have  no  doubt  were  issued  very  wrongfullj' — they  were  con- 
verted into  stock,  so  there  was  no  opportunity  to  contest 
the  validity  of  those  bonds  ;  that  stock  went  to  the  public, 
not  to  Gould  or  anybody  else  connected  with  the  company  ; 
it  went  to  the  public. 

By  the  Chaieman  : 

Q.  Went  to  bona  fide  purchasers?  A.  Went  to  bona  fide 
purchasers,  and,  therefore,  there  was  no  opportunity  to  contest 
it,  with  the  exception  of  the  case  to  which  Judge  Suipniau  re- 
fers, where  there  were  proceedings  taken  against  Commodore 
Vanderbilt,  to  hold  him  responsible  for  a  transaction  connected 
with  the  stock,  but  for  which,  by  the  judgment  of  the  court,  he 
was  not  responsible. 

Adjourned  to  August  23, 1870,  at  10  a.  m. 


Saratoga  Spbings,  N.  Y.,  August  23d,  1879. 

The  Committee  met  pursuant  to  adjournment. 

Present :  All  the   members   of  the  Committee  except  Mr. 
Husted. 

Mr.  Blanchaed  presented  a  statement  already  received  and 
marked,  corrected  by  Mr.  Yilas  as  requested  by  the  Commit- 
tee, giving  the  Erie's  proportion  of  the  amount  paid  to  East- 
man, Allerton  &  Morris,  as  cattle  eveners,  from  June  21st,  1875, 
to  April  1st,  1879. 
34 
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Also  presented  the  following  statement  sent  to  him  by  Mr. 
Vilas,  being  a  statement  of  the  vouchers  paid  the  Great  West- 
ern Despatch,  South  Shore  Line  and  the  Erie  &  Pacific  De- 
spatch, for  the  month  of  July,  1878. 

Eeceived  and  marked  "  Exhibit  No.  3,  Erie  Eailway,  August 
23d,  1879." 

Also  statement  of  the  eastbound  vouchers  for  the  month  of 
December,  of  the  Erie  &  North  Shore  Despatch. 

Eeceived  and  marked  "  Exhibit  No.  4,  Erie  Eailway,  August 
23d,  1879." 

Also  statement  of  vouchers  for  the  month  of  July,  of  the 
Erie  &  North  Shore  Despatch,  being  the  total  amount  paid 
for  eastbound  overcharges,  etc. 

Eeceived  and  marked  *'  Exhibit  No.  5,  Erie  Eailway,  August 
23d,  1879." 

Also  statement  of  the  amount  of  the  overcharges  paid  to 
the  Erie  &  North  Shore  Despatch,  from  June  1st,  1877,  to 
June  1st,  1879,  being  the  Erie  Eailway  Company's  proportion. 

Eeceived  and  marked  "  Exhibit  No.  6,  Erie  Eailway,  August 
23d,  1879." 

Also  statement  of  the  amount  of  overcharges  paid  to  the 
Wabash  &  Erie  Line,  from  June  1st,  1877,  to  June  1st,  1879, 
being  the  Erie  Eailway  Company's  proportion. 

Eeceived  and  marked  "  Exhibit  No.  7,  Erie  Eailway,  August 
23d,  1879." 

Also  statement  of  vouchers  paid  by  the  Great  Western  De- 
spatch, South  Shore  Line,  and  the  Erie  &  Pacific  Despatch, 
for  the  month  of  December,  1878,  being  the  Erie  Eailway 
Company's  proportion. 

Eeceived  and  marked  "Exhibit  No.  8,  Erie  Eailway  Co., 
August  23d,  1879." 

Hugh  J.  Jeweit,  recalled. 

By  Mr.  Sterne  : 

Q.  Can  you  tell  this  Committee  how  much  of  the  Eirst  Con- 
solidated Mortgage  was  actually  received  by  the  Erie  Eailway 
Company  ?    A.  I  have  not  the  slightest  idea. 

Q.  Can  you  tell  the  Committee  how  much  of  the  proceeds 
of  the  First  Consolidated  Mortgage  was  used  in  the  construc- 
tion of  the  Erie  Railway  or  any   part   of  it  ?     A.  I  cannot ;  I 
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have  no  doubt  that  if  the  Committee  would  go  over  the  ac- 
counts, if  it  is  important,  they  could  trace  every  item  of  the 
proceeds  of  those  bonds  and  the  purposes  to  which  they  were 
applied  ;  I  speak  merely  from  impression  ;  I  was  not  here  and 
had  no  knowledge  of  it,  but  I  found  a  very  large  work  done 
prepartory  to  doubling  the  track  of  the  road ;  a  great  many 
miles  which  had  been  of  fill  and  of  cut  which  had  been  graded 
to  some  extent,  bridges,  some  of  which  had  been  prepared  for 
the  double  track,  for  which  the  money  must  have  come  from 
some  source  ;  there  had  also  been  real  estate  purchased,  in- 
terests in  coal  properties,  partially  paid  for,  the  money  must 
have  come  from  some  source  ;  I  suppose  of  course  to  whatever 
extent  it  was  derived  from  those  bonds,  it  was  applied  to  those 
purposes. 

Q.  Do  you  know  whether  the  money  for  the  objects  which 
you  have  enumerated  came  from  the  First  Consolidated  Mort- 
gage or  from  the  Second  Consolidated  Mortgage  of  three 
millions  sterling  ?  A.  How  much  of  the  Second  Consolidated 
Mortgage  was  applied  to  those  purposes  I  have  no  means  of 
knowing,  so  far  as  ithad  beenrealized  previous  to  my  connection 
with  the  road  ;  subsequent  to  my  connection  with  the  road,  of 
the  six  millions  to  which  I  have  referred,  $2,556,567.b3  came, 
directly  and  indirectly,  into  the  custody  of  the  company,  and 
the  purposes  to  which  that  was  applied — $343,1.98.53  was  to  the 
construction  account  on  account  of  this  construction  to  which 
I  have  referred,  $829,904.14  to  the  payment  of  amounts  due 
on  coal  lands,  in  all  $1,841,192.72  for  debts  on  these  accounts 
which  had  been  incurred  previous  to  my  going  upon  the  road ; 
of  the  balance  of  that  amount,  $681,095.75  was  an  advance  to 
protect  McHenry  in  the  ownership  of  the  C.  C.  C.  &  I.  stock, 
upon  which  the-  company,  previous  to  the  final  advance,  had 
made  some  advances,  and  unless  protected  it  might  lose  the 
whole  ;  $129,378.65  to  the  purchase  of  steel  rails,  $46,810.04 
going  into  the  general  account ;  that  makes  the  entire 
amount  which  was  received  by  the  company  out  of  the  pro- 
ceeds of  that  three  millions  of  bonds  after  my  connection  with 
the  road. 

Q.  You  are  reading  now  from  Table  C  of  your  statement 
to  the  shareholders  of  May  13th,  1875,  are  you  not  ?  A.  I 
am  reading  from  the  table  furnished  by  its  Treasurer. 

Q.  Answer  my  question  ?    A.  I  will  answer  it  as  I  please  ; 
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from  the  table  furnished  by  the  then  Treasurer  to  me  of  the 
receipt  and  application  of  that  fund. 

Q.  Is  that  Table  C  of  your  statement  to  the  shareholders  of 
May  13th,  1875?    A.  Yes,  sir. 

Mr.  Sterne — I  offer  that  in  evidence. 

The  Chairman — Do  you  want  the  whole  statement  ? 

Mr.  Sterne— No;  Table  C  of  the  proceeds  of  this  three 
million  loan  aud  its  application. 

(Table  C,  of  the  statement  of  H.  J.  Jewett,  President  of  the 
Erie  Eailway  Company,  made  to  the  shareholders  May  13th, 
1875,  received  in  evidence,  and  marked  "  Exhibit  No.  1,  Erie 
Eailway,  August  23d,  1879.") 

Q.  Ton  stated  yesterday  to  the  Committee  that  when  you 
took. possession  of  the  road  you  found  it  very  defective  "both 
as  to  rolling  stock  and  construction,  did  you  not  ?  A.  I  did, 
sir. 

Q.  What  was  the  condition  of  the  road  between  1874,  when 
you  took  possession  of  the  road,  and  1875,.  when  you  made 
this  statement;  did  it  alter  or  vary  much  for  the  better?  A. 
But  very  slightly  ;  so  far  as  any  changes  were  made,  that  is, 
when  machinery  had  to  go  into  the  shop  to  be  repaired,  it 
wis  made  as  far  as  possible  to  conform  to  that  which  we  had 
determined  upon  should  be  the  established  form  of  our  equip- 
ment, and  there  were  some  changes  made  in  the  road,  but 
nothing  of  any  account. 

Q.  And  yet  you  as  President  of  that  railway,  as  this  ac- 
count shows,  advanced  on  the  stock  of  the  Cleveland,  Colum- 
bus, Cincinnati  &  Indianapolis  Eailway  Company,  for  account 
of  James  McHenry,  $681,000  out  of  the  funds  in  your  posses- 
sion ;  how  do  you  account  for  that  ?  A.  There  is  no  difficulty 
in  accounting  for  it ;  the  only  difficulty  is  some  gentlemen  are 
a  little  suspicious,  unnecessarily. 

Q.  Therefore,  it  is  a  service  to  allow  you  to  account  for  it  ? 
A.  I  don't  ask  any  permission,  sir,  whatever — no  favors  ;  Mc- 
Henry had  been  connected  with  the  company  in  the  various 
ways,  which  the  Committee  know  all  about,  and  at  that  time 
I  had  no  reason  to  suppose  that  McHenry  had  any  improper 
designs  whatever  upon  the  Erie  Company ;  I  don't  think  any 
member  of  the  company  was .  suspicious  that  there  was  any 
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ulterior  purpose  on  the  part  of  McHenry,  or  anybody  else ; 
the  company  had  advanced  before  I  came  here  some  money, 
$75,000,  or  perhaps  $115,000,  on  account  of  that  stock ;  the 
stock  was  held,  I  think,  by  Travers  &  Co.,  as  collateral  to  a 
loan  made  to  McHenry  ;  notice  came  to  the  company  that  the 
parties  carrying  that  stock  lequired  the  money  to  be  paid, 
other-wise  they  would  sell  it ;  if  sold  at  the  then  market  value 
the  railway  would  lose  all  it  had  advanced  upon  it  unless  Mc- 
Henry would  return  it. 

By  the  Chairman  : 

Q.  This  notice  came  from  the  parties  who  held  this  stock  as 
collateral?  A.  Who  held  this  stock  as  collateral;  McHenry 
at  the  same  time,  the  notice  being  to  him,  applied  to  the  com- 
pany to  enable  him  to  carry  that  stock  for  one  month  when  he 
would  remit  the  full  amount,  not  only  the  amount  then  to  be 
advanced,  but  the  amount  which  had  been  previously  ad- 
vanced ;  the  company  not  supposing  there  would  be  any  real 
difficulty  about  it  did  authorize  the  advance  and  it  was  made, 
but  it  never  has  been  repaid;  the  reason  was :  first,  to  save 
what  we  had  done  ;  secondly,  to  do  that  which  we  were  all  dis- 
posed to  do  as  far  as  possible  to  accommodate  Mr.  McHenry. 

By  Mr.  Sterne  : 

Q.  Were  you  not  then  aware  of  the  existence  upon  the 
statute  book  of  a  provision  forbidding  your  railway  company 
to  own  shares  in  other  corporations  ?  A.  I  was  not  then  aware 
of  it,  nor  am  I  now  aware  of  it,  but  the  effect  of  this  advance 
was  not  to  own  that  stock ;  we  do  not  now  own  it. 

Q.  You  still  hold  it,  don't  you  ?  A.  We  still  hold  it  as  col- 
lateral to  that  debt,  for  which,  as  a  part  of  the  general  judg- 
ment, we  have  just  got  a  judgment  against  McHenry  with  an 
order  to  deliver  the  stock  up  when  that  debt  is  paid. 

By  the  Chairman  : 

Q.  You  have  not  stated,  I  believe,  the  amount  of  the  stock 
at  that  time  ?     A.  I  cannot  give  the  exact  amount. 

By  Mr.  Sterne  : 

Q.  Approximately ;  the  par  value  of  the  stock  would  be 
more  than  the  amount  you  had  advanced  ?     A.  Largely  so. 
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Q.  What  was  the  market  value  at  that  time  ?  A.  There  was 
about  that  time  a  break  in  that  stock  supposed  to  have  been 
made  because  of  a  rumor  that  this  block  of  stock  was  to  be 
thrown  upon  the  market. 

Q.  Mr.  Barlow  testifies A.  I  don't  care  what  Mr.  Bar- 
low testifies. 

Q.  Allow  me  to  put  rny  question  to  you  ?  A.  Well  put  your 
question. 

Q.  Mr.  Barlow  testifies  in  the  proceeding  of  the'  Erie  Bail- 
way  against  McHenry,  that  for  the  advance  made  prior  to  this 
advance  of  $681,000 — to  the  bulk  of  this  advance — the  company 
was  secured  by  having  placed  in  its  hands  an  assignment  of 
the  judgment  that  McHenry  then  held  against  the  company  of 
$74,000,  and  that  the  other  part  of  the  advance,  up  to  $115,000, 
was  in  other  respects  secured,  which  he  does  not  precisely  re- 
member ;  is  he  mistaken  as  to  that  ?  A.  Mr.  Barlow,  at  that  time 
was  much  more  familiar  with  these  transactions  than  I ;  if  he 
states  it,  I  should  have  great  confidence  in  his  statement  ;  I 
have  no  recollection  of  it. 

Q.  Have  you  no  recollection  of  the  fact  that  it  did  take  an 
assignment  of  the  judgment  of  McHenry  against  the  company 
as  collateral  for  the  first  advance  ?  A.  I  have  not ;  the  first 
advance  was  made,  I  think,  before  I  had  any  connection  what- 
ever with  the  road. 

Q.  Mr.  Barlow  acted  as  Mr.  McHenry's  agent  in  that  parti- 
cular, did  he  not  ?     A.  That  was  my  understanding. 

Q.  The  checks  went  to  Mr.  Barlow?  A.  Mr,  Barlow,  I 
think,  presented  a  power  of  attorney  from  Mr.  McHenry,  show- 
ing his  authority  to  act ;  that  is  my  recollection. 

Q.  Mr.  Barlow  was  then,  and  continued  for  a  considerable 
length  of  time  after  that  period,  to  be  a  Director  of  the  Erie 
Bailway  Company,  did  he  not  ?     A.  Yes. 

Q.  And  he  was  a  member  of  the  firm  which  represented  the 
Erie  Railway  Company,  as  counsel  ?     A.  Yes,  sir. 

Q.  And  is  so  now  ?     A.  Is  so  now. 

Q.  This  very  C.  C.  C.  &  I.  stock  was  paid  for,  wasn't  it,  sub- 
stantially with  the  money  of  the  Erie  Bailway  Company  ?  A. 
If  this  advance  of  $681,000  was  a  payment,  why  to  that  extent 
it  may  have  been  paid  for. 

Q.  No,  I  don't  mean  that,  Mr.  Jewett;  I  mean  that  Mr. 
McHenry,  in  the  amounts  of  money  that  he  absorbed  of  the 
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three  million  pounds  sterling  loan,  charged  to  the  company 
•what  he  paid  on  the  very  stock  which  he  thus  pledged  to  you, 
did  he  not  ?  A.  Not  to  my  knowledge  ;  I  dont  know  what  he 
did. 

Q.  You  don't  know  whether  he  did  ?     A.  No. 

The  Chairman — You  mean  charged  to  the  Erie   Eailroad  ? 

Mr.  Sterne— Charged  to  the  Erie  Railroad  ? 

The  Witness— I  would  submit  to  the  Committe  now  for  infor- 
mation— because  I  see  the  object  of  this  whole  inquiry  ;  I  am 
perfectly  willing  to  give  to  the  Committee  any  information  pos- 
sible in  my  power,  which  by  any  construction  can  be  called  for 
by  the  resolution  under  which  the  Committee  act,  but  when  I 
say  to  the  Committee  that  this  question  of  the  relations  of 
McHenry,  and  the  relations  of  the  Erie  Railway  Company  to 
this  C.  C.  C.  &  I.  stock,  to  the  negotiation  and  sale  of  these 
bonds,  to  the  application  of  the  proceeds  of  these  bonds,  is 
now  the  subject  matter  of  litigation  between  the  Erie  Com- 
pany and  McHenry,  and  the  London  Banking  Association  and 
Bischoffsheim  &  Goldschmidt,  I  ask  if  this  Committee  is  willing 
to  now  go  into  the  subject  matter  of  those  accounts. 

The  Chairman — Mr.  Jewett,  our  object  is  simply  this ;  I  have 
this  general  impression,  that  while  the  debt  of  the  Erie  Com- 
pany was  increased  twenty-five  millions,  by  negotiating  those 
bonds  the  company  did  not  itself  get  but  a  portion  of  that 
twenty-five  millions,  and  that  was  through  mismanagement 
as  you  claim  of  McHenry,  or  other  parties  ;  now  that  does  not 
matter;  we  want  that  fact  to  appear  ;  we  want  it  to  appear  as 
showing  the  extent  to  which  the  stock  of  the  Erie  Railroad  re- 
presents actual  investment  ;  at  the  same  time,  also,  that  if  the 
laws  of  our  State  will  permit  negotiations  of  that  character,  in 
which  25  millions  of  bonds  may  be  sold,  and  only  a  portion  of 
them  realized  for  the  benefit  of  the  company,  that  there  ought 
perhaps  to  be  some  redress.  Now,  all  we  want  is  to  get  at 
those  facts. 

The  Witness — I  concur  in  that,  if  the  Committee  please,  that 
if  a  transaction  of  that  kind  can  take  place,  without  there  being 
any  law  for  redress,  it  is  manifest  that  there  should  be  such  a 
law  ;  I  have  stated  to  the  Committee  fully  and  distinctly,  that 
of  the  proceeds  of  tbose  bonds  the  company,  according  to  our 
accounts,  realized  but  so  much  money ;  it  is  then  before  the 
Committee  as  distinctly  as  I  can  make  it,  that  the  company 
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never  has  realized  the  full  proceeds  of  those  bonds ;  I  have 
said  to  the  Committee  further  that  the  company  in  the  dis- 
charge of  its  duty  to  the  public  and  to  its  shareholders,  are 
seeking  to  recover  from  these  parties  the  balance  of  the  pro- 
ceeds of  those  bonds ;  these  parties,  in  resisting  that  claim  are 
seeking  to  set  up  divers  defenses,  because  of  speculation  in 
this,  that  or  another  thing ;  now,  the  facts  are  all  before  the 
Committee ;  is  the  Committee  to  be  instrumental  to  enable 
these  parties,  who  are  making  a  defense  in  those  cases  to  ob- 
tain admissions,  or  evidence,  or  statements,  which  they  may 
use  in  the  trial  of  their  cases  ?     That  is  all. 

The  Chairman — No  ;  we  don't  want  to  do  anything  of  that 
kind,  but  it  seems  to  me  in  order  that  we  may  intelligently 
discuss  this  situation,  and  recommend  additional  legislation,  if 
it  should  be  found  necessary,  that  it  is  not  only  necessary  to 
know  the  general  fact  that  such  a  thing  exists,  but  how  it  orig- 
inated.   If  we  suggest  a  remedy,  we  should  know  how  it  arose. 

The  Witness  —Very  well ;  then  I  understand  the  Chairman  to 
say,  that  the  Committee  does  not  want  to,  and  does  not  intend 
to  be  instrumental,  in  furnishing  the  means  to  these  parties  to 
protract  this  litigation,  or  to  prevent  the  company  from  secur- 
ing its  just  dues.  I  understand  that  to  be  the  feeling  of  the 
Committee  ? 

The  Chairman — Most  certainly.  Mr.  Jewett,  let  me  ask 
you  the  legal  status  of  your  suit  with  McHenry  ? 

The  Witness — There  are  thre,e — there  are  four,  unless  one  has 
been  disposed  of ;  the  suit  against  Bischoffsheim  &  Goldshmidt 
is  pending ;  there  were  two  suits  against  the  London  Banking 
Association ;  they  are  pending,  unless  the  court  has  lately 
passed  upon  the  first  one ;  I  don't  know. 

The  Chairman — When  you  say  "  pending,"  do  you  mean 
they  have  not  yet  been  tried  ? 

The  Witness — Not  yet  been  tried ;  in  the  suit  against  Mc- 
Henry judgment  was  rendered  about  the  11th,  I  think,  of  July  ; 
McHenry,  as  McHenry,  could. not  appeal  without  giving  some 
kind  of  security ;  he  applied  to  the  court  to  suspend  execution 
during  the  pendency  of  the  appeal ;  the  Master  of  the 
Bolls  refused  to  do'  that  ;  he  then  applied  to  the  Superior 
Court,  whatever  it  is,  to  suspend  execution ;  that  court  refused, 
unless  he  made  a  deposit  of  so  many  thousand  pounds  as  a 
guaranty  that  he  would  pay  the  judgment  finally  ;  when  I  last 
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heard  from  there,  to  enable  him  to  prosecute  the  appeal  with- 
out giving  security,  he  had  applied  for  the  benefit  of  the  bank- 
rupt law,  the  operation  of  which  would  be  to  suspend  execution 
during  the  pendency  of  that  application  for  bankruptcy  ;  that 
is  the  position  I  understand  it  now  to  be  in. 

The  Chaibman — As  I  understand,  what  Mr.  Sterne  now  asks 
for  is  really  a  matter  which  is  already  public? 

The  Witness — The  whole  thing  is  public ;  all  that  I  object  to, 
having  been  a  witness  in  those  cases,  having  developed  all 
these  facts,  is  to  be  catechized  here,  away  from  the  books — 
away  from  the  correspondence  in  which  I  might  innocently 
make  a  statement  inconsistent  with  the  real  facts. 

By  Mr.  Sterne  : 

Q.  I  asked  you  yesterday  whether  the  discounts  on  convert- 
ible bonds,  &c,  to  the  extent  of  $47,000,000,  did  not  enter  into  the 
construction  account  eventually  of  the  Brie  Eailway  Company  ; 
you  said  that  that  was  preposterous  ;  will  you  look  at  Poor's 
Manual  ?  A.  I  don't  waut  to  look  at  Poor's  Manual ;  I  would 
rather  answer  independent  of  Poor's  Manual. 

Q.  I  want  to  draw  your  attention  to  the  fact  that  on  Poor's 
Manual,  page  325,  in  giving  the  financial  statement  of  the  Erie 
Eailway,  he  gives  as  the  cost  of  the  property  for  the  years  '72-3. 
$59,000,000,  discounts  on  convertible  bonds,  Ac,  $47,000,000,  a 
total  of  $106,904,362  ;  if  you  will  look  at  the  comparative  state- 
ment of  the  construction  account  of  the  Erie  Eailway  Company, 
as  furnished  to  the  State  Engineer,  under  the  heading  Septem- 
ber 30th,  1871,  you  will  find  that  these  figures  correspond  with 
the  figures  in  Poor's  Manual ;  do  you  still  think  that  that  was 
an  absurdity  ?     A.  I  do ;  that  is,  your  inquiry. 

Q.  Let  me  draw  your  attention,  then,  to  another 
fact  ?  A.  No ;  I  want  to  explain ;  it  is  very  manifest  in 
book-keeping  that  the  accounts  of  a  railroad  company  must  be 
made  consistent ;  in  this  "Poor's  Manual"  he  says,  "Discount  on 
convertible  bonds,"  &c. ;  now  I  have  no  doubt  that  when  a 
large  number  of  bonds  were  issued  for  improper  purposes, 
and  immediately  converted  into  stock,  that  those  bonds  and 
stock  at  some  rate  were  carried  into  the  construction  account, 
whether  at  par  or  at  any  less  rate  I  don't  know;  I  have 
never   had   occasion   to   examine,;    but   there    is    no    doubt 

there    is    no    need  of    any  cavil  about  it,   or    any   criti- 
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cism  about  it — that  this  construction  account  has  been 
'largely  enhanced  to  make  it  consistent  with  the  bond 
aud  stock  account ;  if  there  had  been  no  more  bonds  or  stock 
sold  than  was  necessary  to  meet  the  wants  of  the  company,  and 
they  had  been  sold  at  par  and  had  gone  into  construction, 
why  then  the  construction  account  would  have  been  limited  to 
that;  but  if  they  were  sold  at  fifty  per  cent.,  then  the  construc- 
tion account  would  be  to  that  extent  advanced ;  if  they  were 
given  away  in  a  speculation,  or  if  the  bonds  were  merely  issued 
and  then  converted  into  stock,  and  the  stock  soldat  ten  per  cent., 
why,  the  account  would  be  correspondingly  large  ;  now,  then, 
I  have  said  all  that  I  can  say  on  that  subject  in  explanation  of 
that  account,  and  of  my  views  about  it;  in  regard  to  the  facts 
I  know  nothing ;  they  all  transpired  long  before  my  connection 
with  the  road. 

Q.  Have  you  ever  read  the  complaint  of  the  Erie  Railway 
Company  against  Mr.  Gould  ?     A.  I  never  did. 

Q.  Sworn  to  by  Mr.  Watson,  your  predecessor  ?  A.  T  have 
answered,  I  never  did. 

Q.  Didn't  you  make  a  settlement  with  Gould  since  you  have 
become  President  of  the  road  ? 

Mr.  Baker — What  complaint  is  it  you  refer  to  ? 

Mr.  Sterne — The  complaint  in  an  action  in  which  a  recovery 
is  sought  to  the  extent  of  $12,803,059.23  against  Mr.  Gould  for 
the  issue  of  convertible  bonds  transformed  into  shares  by  the 
process  that  has  been  explained,  to  the  extent  of  407,347 
shares,  representing  a  par  capital  of  $40,734,000 ;  these  shares, 
to  the  extent  of  $40,000,000,  were  issued  by  Gould  Tinder  this 
process  of  converting  bonds,  and  sold  by  Smith,  Gould,  Martin 
&  Co.,  his  firm,  and  the  proceeds  of  all  this  sale  put  into  his 
pockets,  and  the  whole  of  this  is  represented  by  what  is 
called  discount  on  bonds  in  the  construction  account ;  that  is, 
the  Erie  Railway  Company  not  only  issued  $40,000,000  worth 
of  shaves,  the  proceeds  of  which  were  $12,000,000,  but  it  never 
got  the  $12,000,000,  or  any  part  of  it. 

The  Witness — What  is  the  question  ? 

Q.  Did  you  answer  my  question,  whether  you  did  not 
make  a  settlement  with  Mr.  Gould,  of  transactions  arising 
from  this  transaction,  since  you  became  President  ?  A. 
Previous  to  my  coming  here  Mr.  Watson  had  made  a  settle- 
ment with  Mr.  Gould,  in  which  he  received  in  liquidation 
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of  this  large  account,  or  such  portion  of  it  as  he  sup- 
posed he  could  recover,  certain  assets ;  after  I  came  here 
I  sought  to  realize,  as  far  as  possible,  upon  those  assets ;  I 
found  many  of  them  were  totally  valueless,  some  'which  were 
of  value  were  encumbered  by  existing  liens  ;  therefore,  to  get 
rid  of  it  I,  on  the  1st  day  of  February,  1876,  placed  all  the  facts 
before  the  court  (I  was  then  in  their  possession,  as  Eeceiver), 
with  the  proposition  of  Gould  for  a  final  settlement,  and  asked, 
as  it  was  my  duty  to  do,  the  instruction  of  the  court  as  to  what 
my  action  in  the  premises  should  be.  The  court  authorized 
me  to  make  that  settlement,  I  made  it,  believing  it  was  the 
best  that  could  be  done,  and  that  the  court  was  wise  in  so 
holding. 

Q.  In  that  connection,  had  you  never  read  the  complaint, 
which  was  the  basis  of  the  action  which  was  thus  finally  set- 
tled ?  A.  I  never  read  the  complaint,  because  that  was  not 
the  action  which  was  finally  settled  ;  that  complaint  I  had 
nothing  to  do  with  ;  it  had  been  settled  by  Mr.  Watson  long 
before  my  coming  here  ;  the  controversy  between  Mr.  Gould 
and  myself  was  not  because  of  that  account,  but  it  was  my  ef- 
fort to  realize  upon  certain  assets  which  Mr.  Watson  had  re- 
ceived in  pursuance  of  the  settlement  of  that  claim. 

Mr.  Shipman — That  complaint  to  which  you  refer  is  the  one 
upon  which  Mr.  Gould  was  arrested,  isn't  it  ? 

Mr.  Sterne — Yes,  sir. 

Mr.  Bakek — As  I  understand,  that  settlement  was  after- 
wards approved  by  the  court  ? 

The  Witness — That  settlement  was  made  between  Mr.  Wat- 
son and  Mr.  Gould ;  it  was  in  force  when  I  came  here ;  and 
after  being  here  a  time,  Mr.  Gould  was  called  upon  to  perform, 
in  part,  that  settlement,  and  he  refused  to  do  it ;  a  proposition 
was  then  made  as  to  what  he  would  do,  as  to  how  he  would 
carry  out  the  settlement ;  that  proposition,  I  say,  with  all  the 
facts  connected  with  it,  being  then  but  an  officer  of  the  court 
subject  to  its  order,  I  submitted  to  the  court  and  asked  for  its 
instruction  in  that  matter,  and  I  was  instructed  to  make  that 
settlement. 

Mr.  Baker — -In  that  case,  I  suppose  the  whole  subject  was 
passed  upon  by  the  court  and  you  were  instructed  as  to  pro- 
ceeding in  the  premises. 

The  Witness — To  settle  it,  yes. 
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Mr.  Steene— Will  you  admit  that  my  figures  as  penciled 
down  here  are  correct ;  that  the  shares  issued  by  Gould  to 
Smith,  Gould  &  Martin,  and  sold  by  them,  was  407,347  shares 
of  the  par  value  of  $40,734,0C0,  which  yielded  to  Mr.  Gould 
$12,000,000,  which  were  applied  to  his  account? 

Mr.  Shipman — Of  course,  I  cannot  make  that  admission,  be- 
cause I  don't  know. 

Mr.  Steene — Do  you  know  anything  about  these  figures,  Mr. 
Jewett,  that  I  have  just  read  ? 

The  "Witness — I  do  not ;  but  I  say  this,  Mr.  Sterne  :  that 
whatever  the  figures  are,  when  >  I  have  the  opportunity  I  will 
have  them  taken  from  the  book  and  furnished  to  you. 

Q.  If  the  share  capital  was  increased  to  that  amount,  and 
the  company  received  nothing  for  it,  you  will  admit  that  that  is 
what  is  Ordinarily  termed  "  water,"  won't  you  ?  A.  I  think  I 
have  made  the  Committee  understand  my  views  upon  that  sub- 
ject ;  I  have  said  distinctly  that  if  those  bonds  were  issued 
and  converted  into  stock,  and  the  stock  was  sold  for  but  10  per 
cent. — or  20  or  30  or  40,  whatever  it  might  be — that  the  differ- 
ence between  the  amount  realized  and  the  par  value  of  the 
bonds  or  stock,  would  stand  as  a  charge  against  the  company, 
and  to  that  extent  increase  its  capital  account. 

Q.  If  the  construction  account  is  increased,  to  correspond 
with  that  increase  of  capital  account,  that  you  would  consider 
an  improper  increase  of  construction  account,  would  you  not  ? 
A.  If  there  were  no  other  considerations,  in  my  judgment  it 
would  be  an  increase  not  justifiable  by  strict  accounting; 
but . 

Q.  I  don't  speak  of  accounting;  I  mean  the  fact?  A.  Not 
justifiable  by  the  facts ;  but  there  is  a  state  of  things  that 
ought  to  be  taken  into  consideration  always ;  this  is  a  general 
proposition  propounded  to  me ;  with  regard  tc  the  Erie  Com- 
pany, I  never  had  any  occasion  to  examine  it ;  with  regard  to 
another  prominent  company  in  the  country,  I  had  occasion  to 
examine  it,  because  there  was  an  increase  of  stock  without  at 
the  moment  receiving  into  the  treasury  any  money  ;  it  was  a 
declaration  of  a  dividend  in  stock  certificates  ;  there  was  com- 
plaint about  it ;  I  complained  about  it ;  I  was  connected  with 
the  company  ;  I  examined  into  it  because  the  parties  who  made 
'it  claimed  that  they  had  been  stockholders  in  that  company  for 
twenty  odd  years  ;  that  they  had  used  its  earnings  for  its  im- 
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provement;  thai,  they  had  foregone  any  dividends  because  they 
wanted  to  complete  the  road,  and  make  it  a  first-class  road  ; 
having  done  so,  they  claimed  that  they  had  the  right  to  have 
represented  in  stock  those  earnings  which  they  could  at  the 
time  have  claimed  and  received  as  dividends  if  they  had  been 
disposed  to,  but  which  they  permitted  to  be  used,  instead  of 
creating  new  capital,  for  the  improvement  of  the  road— have  it 
represented  in  stock,  when  the  road  was  able  to  pay  for  it ;  I 
think  their  claim  was  a  fair  one,  and  upon  that  state  of  facts  I 
would  say  such  an  increase — such  an  issue — would  be  justifi- 
able. 

Q.  To  get  it  back  to  some  definite  shape,  would  you  consider 
this  transaction  of  Gould's  a  fair  one  to  be  balanced  by  con- 
struction account  ?  A.  If  Mr.1  Gould  had  by  other  means  put 
in  the  road  an  amount  equal 

Q.  Oh,  well,  that  is  not  the  case  ?  A.  Don't  speak  to  me 
in  that  way. 

Q.  I  must  insist  upon  a  responsive  answer?  A.  I  don't 
permit  you  to  determine  whether  I  am  answering  correctly  or 
not. 

Q.  I  must  determine  it?     A.  You  shall  not  determine  it. 

The  Chairman — The  stenographer  will  read  the  question. 

Question  read  as  follows  :  "  To  get  it  back  to  some  definite 
shape,  would  you  consider  this  transaction  of  Gould's  a  fair 
one  to  be  balanced  by  construction  account?"  A.  I  say  that  if 
Mr.  Gould  had  put  in  the  road  without  creating  a  bonded  in- 
debtedness, without  having  an  outstanding  indebtedness,  a 
hundred  thousand  or  a  million,  or  a  hundred  millions  of  dollars, 
that  there  would  be  nothing  improper  when  the  transaction  was 
closed,  in  his  balancing  that  account  by  stock  or  bonds. 

Q.  But  there  isn't  any  such  case,  is  there?  A.  You  didn't 
ask  me  that  question  ? 

Q.  I  asked  you  this  particular  transaction  of  Mr.  Gould's, 
which  formed  the  subject  matter  of  this  complaint,  of  the  issue 
of  407,347  shares  of  stock,  the  whole  of  the  proceeds  of  which 
was  but  $12,000,000,  and  which  did  not  go  into  the  treasury  of 
the  Erie  Railway,  but  appears  to  have  gone  into  the  construc- 
tion account  of  the  Erie  Railway  Company  ;  do  you  consider 
that  a  proper  addition  to  the  construction  account  of  that  com- 
pany ?  A.  Ob,  you  ought  not  to  ask  me  such  a  question  ;  you 
know  well  enough  that  I  don't. 
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Q.  Very  well ;  I  assumed  that  you  did  not ;  do  you  think  it 
is  proper  that  the  losses  occasioned  to  the  Erie  Bailway  Com- 
pany by  Mr.  McHenry's  stock  operations  should  enter  into  a 
construction  account  ?  A.  There  is  no  other  disposition  to  be 
made  upon  it ;  if  bonds  are  issued,  or  stock  issued,  however 
unfortunate  it  may  be  to  the  company,  and  they  go  into  the 
hauds  of  the  public,  it  stands  as  a  charge  against  the  company, 
which  it  cannot  avoid,  and  there  is  no  other  account  to  which 
it  can  be  charged  than  to  capital  and  property  account ;  that 
is,  there  is  no  other  account ;  there  might  be  one  devised,  but 
none  other,  within  my  knowledge,  that  has  ever  been  adopted 
with  any  railroad  company,  or  any  corporation  which  has  a 
capital  and  a  stock  account. 

Q.  It  cannot  be  charged  to  profit  and  loss ;  is  that  your 
opinion  as  a  railway  expert  ?     A.  You  can  do  anything. 

Q.  I  mean  properly  ?  A.  Oh,  no ;  the  idea  of  charging  a 
million  of  stock  outstanding  to  profit  and  loss,  or  twenty  mil- 
lions of  bonds  to  profit  and  loss— when  you  charge  a  thing  to 
profit  and  loss  you  suppose  you  extinguish  it ;  that  is  the  sup- 
position ;  that  is  the  province  of  that  account. 

By  Mr.  Duguid  : 

Q.  Suppose  that  issue  is  based  upon  fraud  ;  it  ought  to  be 
extinguished,  hadn't  it  ?  A.  When  the  fraud  is  established, 
and  you  get  rid  of  it,  then  it  would  be  properly  chargeable  to 
that  account,  or  some  account. 

By  Mr.  Baker  : 

Q.  That  is,  bonds  outstanding  ?  A.  Bonds  outstanding,  in 
the  hands  of  the  public,  or  stocks  outstanding ;  we  don't  know 
who  were  the  original  holders,  or  what  the  consideration  was ; 
as  long  as  it  is  in  that  condition  it  must  go  into  that  account. 

By  Mr.  Sterne  : 

Q.  Into  construction?  A.  Into  capital  and  construction 
account. 

Q.  I  am  not  asking  about  capital  account ;  I  agree  that  all 
your  answers  are  proper,  as  to  capital  account ;  it  must  go  into 
capital  account ;  why  must  it  go  into  construction  account  ? 
A.  I  leave  you,  as  far  as  the  details  of  these  accounts  are  con- 
cerned, to  an  expert  in  the  statement  of  those  accounts ;  I  do 
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not  profess  to  be  one ;  I  profess  to  understand  the  general 
principles,  the  general  policy,  the  general  rules,  by  which  these 
things  are  governed  ;  when  you  go  into  the  details  of  the  ac- 
count I  must  say  that  I  do  not  profess  to  be  an  expert  in  the 
different  headings  of  accounts,  or  the  items  which  are  carried 
into  them. 

Q.  It  appears  from  Mr.  McHenry's  transaction,  as  to  the 
Second  Consolidated  Mortgage,  that  the  company  issued  its 
bonds  at  par,  but  received  for  it  about  forty  per  cent,  net ; 
now,  do  you  think  that  the  sixty  per  cent,  that  the  company 
lost,  from  whatever  reason,  ought  to  make  its  appearance  in 
the  construction  account,  as  though  the  railway  company  cost 
that  amount,  representing  nothing  of  sixty  per  cent.  ?  A.  As 
I  have  stated  to  the  Committee  I  do  not  proiess  to  be  an  expert 
in  the  details  of  accounting,  and  I  do  not  want  to  mislead  the 
Committee  or  anybody  else ;  I  don't  suppose  the  Committee 
wants  me  to  make  an  unguarded  statement,  which  they  may 
find  afterward  to  be  not  true  ;  I  don't  think  it  would  be  proper 
to  make  that  charge  to  construction  account ;  I  have  no  idea 
that  it  has  been  done. 

Q.  Now,  practically,  isn't  it  so  done,  not  only  as  to  the 
$40,000,000  of  stock  which  is  represented  by  Mr.  Gould's 
transaction,  but  all  the  losses  and  discount  represented  by  the 
McHenry  transactions — is'nt  it  all  represented  in  the  cons- 
truction account  of  the  New  York,  Lake  Erie  &  Western  Kail- 
way  Company,  when  you  state  to  the  State  Engineer  that  the 
cost  of  the  road  and  its  franchises  is  $162,000,000  ?  A.  A  por- 
tion of  your  question  I  have  answered  over  and  over  again ;  with 
regard  to  the  statement  made  by  the  New  York,  Lake  Erie 
&  "Western  Eailway  Company  to  the  State  Engineer,  it  states 
the  cost  as  it  stands  to  that  company,  without  regard  to  how 
that  cost  was  incurred  by  other  companies ;  when  this  com- 
pany purchased  the  property,  it  purchased  it,  subject  to  those 
fixed  charges,  and  hence  it  states  its  cost  in  that  way. 

Q.  Therefore  the  cost — and  that  is  what  I  want  to  get  at ; 
you  can  answer  yes,  or  no  to  that — therefore  the  cost  as  it  is 
represented  to  the  State  Engineer  under  the  head  of  construc- 
tion account  of  the  New  York,  Lake  Erie  &  Western  Kail- 
road  Company,  includes  all  the  Gould  transactions  of  issue 
of    stock   and  all  the  losses  made   on    the  first  and  second 
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mortgage  bonds  of  the  road,  does  it  not  ?  A.  I  have  stated  of 
what  that  account  consisted. 

Q.  You  can  answer  yes  or  no?  A.  And  I  say  that  the 
present  company,  when  it  bought  the  road,  bought  it  subject  to 
those  fixed  charges,  and  hence  it  represents  the  road  as  being 
to  it  of  that  co?t. 

Q.  Now,  didn't  it  buy  the  road  pursuant  to  an  agreement 
called  the  reconstruction  scheme  ?     A.  It  did. 

Q.  It  had  no  bidders  against  it,  and  there  was  no  adverse — 
practical  adverse  proceeding,  was  there?  A.  Yes  ;  there  was  a 
bidder  against  it;  I  think  the  highest  bidder  was  five  and  one- 
half  millions ;  the  purchasing  parties,  consisting  of  Governor 
Morgan,  Mr.  Wells  and  Mr.  Welsh,  bid  six  millions,  and  the 
property  was  knocked  off  to  them  ;  the  contract  between  those 
parties  and  the  representatives  of  the  stock  and  bondholders, 
fixed  the  terms  upon  which  that  purchase  was  to  be  made  and 
upon  which  the  transfer  was  to  be  made  to  a  new  company 
which  they  would  organize. 

Q.  But  when  the  sale  was  made  it  was  made  without  its  ap- 
pearing in  the  terms  of  sale — this  reconstruction  scheme — 
wasn't  it ;  what  I  want  to  get  at  is  simply  this,  and  you  can 
state  it  in  any  way  you  see  fit ;  I  think  this  Committee  ought 
to  be  informed  of  the  fact,  and  in  asking  for  that  information 
I  do  not  mean  to  suggest  that  you  committed  an  impropriety, 
or  anybody  connected  with  the  scheme  committed  an  impro- 
priety towards  the  shareholders;  on  the  contrary,  protected 
their  interest  ?     A.  I  think  we  had  better  deal  with  the  facts. 

Q.  I  want  to  deal  with  the  facts  ;  the  terms  of  sale  did  not 
include  the  terms  of  the  reconstruction  scheme ;  and  I  desire 
to  follow  that  question  up  with  another  to  show  that  the  re- 
construction scheme  was  a  voluntary  arrangement  entered  into 
by  the  Purchasing  Committee  with  the  stockholders  and  bond- 
holders of  the  road,  by  which  their  respective  rights  and  inter- 
ests should  be  protected,  independents  the  amount  for  which 
they  would  purchase  the  property ;  is  not  that  so  ?  A.  I  would 
rather  state  it  in  my  own  way. 

Q.  I  ask  you  to  answer  it  any  way  you  see  fit.  A.  I  think 
I  recollect — I  may  be  mistaken,  therefore  I  may  have  occasion 
to  refer  to  the  scheme  itself 

Q.  I  will  give  it  to  you ;  do  you  want  to  see  it  ?  A.  No,  not 
now ;  I  say  I  think  I  recollect ;  I  may  be  mistaken  ;  as  to  the 
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first  question,  I  don't  recollect  what  the  notice  of  sale  con- 
tained ;  whether  it  referred  to  the  reconstruction  scheme  or 
not  I  have  no  knowledge ;  the  fact  that  the  reconstruction 
scheme  was  known  to  almost  every  one  who  had  any  interest 
in  the  property,  either  as  creditor,  bondholder,  stockholder  or 
general  dealer,  is  very  manifest ;  the  stockholders  and  bond- 
holders, looking  to  the  embrrassed  condition  of  the  company 
and  its  incomplete  condition,  determined  to  try  and  protect  all 
the  interests,  but  in  u  scheme  of  reorganization  to  provide 
funds  enough  to  complete  the  road  ;  in  the  protection  of  the 
rights  and  interests  of  all  parties,  they  therefore  recognized  all 
existing  stock  and  all  existing  bonds,  and — whether  it  is  in  the 
scheme  or  not  I  don't  know — the  intention  was,  and  the  spirit 
of  it  was,  that  the  purchaser  should  take  the  property,  subject 
to  all  these  liabilities ;  do  I  answer  you,  or  is  there  anything 
else? 

Q.  That  was  a  voluntary  arrangement ;  it  was  not  a  part  of 
the  judicial  proceedings — the  reconstruction  scheme  ?  A.  So 
far  as  regards  the  bondholders  and  stockholders  it  was  purely 
voluntary ;  they  applied  to  me  to  aid  them. 

By  the  Chaibman  : 

Q.  Upon  what  was  this  road  sold  ?  A.  The  second  mort- 
gage. 

Q.  What  claims,  if  any,  were  back  of  that;  that  is,  were 
subsequent  liens?     A.  Do  you  mean  prior  or  subsequent? 

Q.  Anything  that  would  have  been  cut  off  by  that  sale,  I 

mean. 

Mr.  Sterne — All  the  stock,  of  course — the  whole  stock. 

A.  All  the  stock,  all  the  outstanding  indebtedness — unse- 
cured indebtedness,  and  whatever  was  short  of  paying  the 
Second  Consolidated  Mortgage ;  there  was  no  subsequent  lien 
to  that  mortgage. 

Q.  It  did  not  appear  to  me  that  the  foreclosure  would  inter- 
fere with  the  stock  ?  A.  Yes,  it  would  dispose  of  the  whole 
stock. 

By  Mr.  Stekne  : 

Q.  Preferred  as  well  as  common  ?  A.  It  would  have  dis- 
posed of  the  whole  stock. 

Q.  Have  you  any  estimate  of  what  the  amount  was  of  the 
36 
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unprotected  liens  in  the  way  of  judgments  and  otherwise,  or 
floating  debt,  at  the  time  of  the  sale,  which  would  have  been 
cut  off  by  this?  A.  If  the  sale  had  been  made,  as  sales  are 
sometimes  made,  it  would  have  cut  off  a  considerable  amount. 

Q.  About  what  ?     A.  I  cannot  state. 

Q.  Approximately,  can't  you?  A.  No;  I  am  unwilling  even 
to  attempt  to  approximate  it ;  but  during  the  Receivership,  the 
court,  on  the  application  of  parties  from  time  to  time,  directed 
the  payment  of  their  debts,  and  they  were  largely  reduced ;  and 
I  think  at  the  time  of  the  sale,  with  the  exception  of  the  cur- 
rent indebtedness  of  the  company,  there  was  not  a  very  large 
amount  which  could  have  been  interferred  with,  comparatively 
small  in  my  judgment. 

Q.  Have  you  any  knowledge  about  the  declaration  of  divi- 
dends out  of  the  proceeds  of  Second  Mortgage  bonds  ?  A.  I 
have  not. 

Q.  Don't  you  know  from  the  books  of  your  company  that 
there  were  two  successive  dividends  declared  out  of  the  pro- 
ceeds of  the  remittances  from  McHenry  and  Bischoffsheim  & 
Goldshmidt — sales  of  bonds  ?  A.  From  the  books  of  the  com- 
pany I  now  recollect  of  one,  and  perhaps  of  two,  dividends ; 
the  one  to  which  my  attention  was  especially  called,  because 
of  a  suit  having  been  commenced  some  few  months  ago,  or 
rather  not  a  suit  particularly,  but  because  of  a  demand  made 
upon  me  by  some  parties  to  bring  suit  against  the  then  Direc- 
tors for  the  declaration  of  that  dividend ;  and  I  had  occasion 
to  look  into  it;  and  I  found  that  before  the  dividend  was  made 
the  question  had  been  referred  to  a  committee  of  the  Board  to 
examine  ;  that  committee  had  before  it,  the  proper  officers  of 
the  company,  the  statements  of  the  Auditor,  and  if  those  state- 
ments were  true,  the  earnings  of  the  company  for  that  six 
months  justified  the  dividends  ;  whether  they  were  true  or  not 
I  have  no  means  of  knowing. 

Mr.  Sterne — Mr.  Little,  will  you  look  at  that  for  a  moment ; 
(handing  witness  a  paper).     Do  you  recognize  it  ? 

Mr.  Little — I  don't  know  that  I  do. 

The  Witness — I  submit  to  the  Committee,  whether  or  not, 
Mr.  Little's  statement  is  to  be  interjected  in  my  testimony. 

Mr.  Steene — The  only  object  is  for  the  purpose  of  identify- 
ing the  account. 
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The  Chairman— We  will  have  Mr.  Little  sworn,  if  it  be 
necessary  for  that  purpose. 

The  Witness — That  is  no  doubt  a  copy  of  a  statement 
furnished  by  Mr.  Little  to  some  English  gentleman  who  was 
over  here. 

Mr.  Sterne — Now,  does  Mr.  Little  recognize  that  as  a  cor- 
rect copy  from  his  books  ? 

Mr.  Little — I  cannot,  without  comparing  it  with  the  books. 

The  Witness — Not  from  the  books,  no,  sir ;  that  admission 
we  do  not  make  at  all ;  it  is  a  statement  furnished  by  Mr. 
Little,  no  doubt,  in  accord  with  what  he  believed  to  be  the 
result  of  the  books. 

Mr  Stekne — Now,  I  offer  Table  B  and  these  two  statements 
appended  to  this  pamphlet. 

The  Chairman — You  can  offer  your  books  in  contradiction 
of  them,  Mr.  Jewett. 

The  Witness  -No,  if  you  please,  not  in  contradiction ;  we  do 
not  admit  it  to  have  been  taken  from  the  books  ;  it  is  an  un- 
uthorized  publication  made  in  London  ;  it  is  not  a  publication 
made  by  us. 

Mr.  Sterne — Mr.  Little  is  the  auditing  officer  of  the  Erie 
Railway  Company  ? 

The  Witness — No,  sir;  that  statement  is  a  mere  statement 
made  not  within  his  official  duty. 

Mr.  Sterne — Do  you  mean  to  say  that  Mr.  Little  is  not  the 
Auditor  ? 

The  Witness — I  do  not ;  I  say  that  statement  was  not  made 
as  a  part  of  Mr.  Little's  official  duty  ;  it  was  a  statement  made 
and  furnished  to  those  gentlemen  in  London. 

The  Chairman — Mr.  Sterne,  we  will  dispose  of  this  and 
swear  Mr.  Little,  and  ask  him  whether  that  account  when  it 
was  made  was  correct ;  Mr.  Little  you  will  be  sworn. 

Stephen  Little,  being  duly  sworn,  testified  as  follows  : 

By  the  Chairman  : 

Q.  I  will  ask  you  as  to  these  tables  on  pages  46  and  47 ; 
examine  them  and  see  if  they  were  correct,  as  you  supposed 
at  the  time  they  were  made  ?  A.  I  made  those  statements 
for  the  private  use  of  those  gentlemen  in  London. 
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By  Mr.  Baker  : 

Q.  You  identfy  those  as  correct  ?     A.  I  presume  so. 

By  the  Chairman  : 

Q.  You  believe  it  to  be  correct  ?  A.  I  believe  it  is  a  copy 
of  the  statement  I  furnished. 

Mr.  Sterne — Now,  will  the  Committee  take  them  in  evi- 
dence ? 

The  Chaibman— You  may  examine  them,  and  if  you  find 
them  to  be  incorrect  in  any  particular  you  can  correct  them. 

Mr.  Little — I  would  like  to  compare  them. 

(Pages  46,  47  and  48,  of  the  statement  above  referred  to,  be- 
ing a  statement  made  by  S.  Little,  Auditor  of  the  Erie  Kailway 
Company,  to  Sir  Edward  "Watkin,  received  in  evidence,  and 
marked  "  Exhibit  2,  August  23d,  1879.") 

Hugh  J.  Jewett,  recalled : 

By  Mr.  Sterne  : 

Q.  Do  you  recognize  that  as  a  copy  of  a  joint  letter  written 
by  you  and  Mr.  Vanderbilt,  to  this  Committee  (banding  wit- 
ness a  pamphlet)  ?     A.  Yes,  sir. 

Q.  Did  you  read  this  joint  letter  before  you  signed  it?  A. 
I  don't  generally  sign  things  without  reading  them. 

Q.  That  admits  of  an  answer,  yes  or  no.  A.  The  question  is 
an  impertinent  one. 

Q.  Did  you  read  this  letter  before  you  signed  it  ?  A.  I 
have  answered  it. 

Q.  I  don't  think  you  have ;  I  insist  upon  an  answer.  A.  I 
never  sign  anything  without  reading  it. 

By  Mr.  Baker  : 

Q.  Then  you  did  read  it  ?     A.  Yes,  sir. 

By  Mr.  Sterne  : 

Q.  You  remember  the  charge  that  was  made  by  the  Cham- 
ber of  Commerce  that  a  large  proportion  of  the  capital  ac- 
count was  fictitious,  and  a  large  proportion  of  the  construc- 
tion account  did  not  represent  actual  construction,  to  which 
this  letter  was,  as  to  that  charge  among  other  things,  to  be  an 
answer?    A.  Yes,  sir. 
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Q.  How  do  you  come  then  to  state  to  this  Committee,  know- 
ing the  facts  as  you  have  stated  that  you  do  know  them,  in 
relation  to  the  Erie  Railway  Company  stock  and  bond  in- 
crease, and  its  construction  account,  that  as  a  fact  the  ordinary 
divends  earned,  instead  of  being  paid  to  the  stockholders  were 
used  by  the  company,  paid  out  for  new  construction  and  equip- 
ment, and  the  stock  was  issued  to  represent  such  construction 
and  equipment ;  and  that,  as  no  stock  can  be  issued  that  does 
not  represent  an  equal  value  in  property,  the  profit  must 
have  been  made  that  represented  the  principal  of  the  stock  so 
issued,  and  such  companies  would  have  come  under  the  opera- 
tion of  the  law  if  the  Legislature  saw  proper  to  avail  itself  of 
its  power  in  the  premises  ;  and  thus  conveying  the  impression 
to  this  Committee  and  to  the  community  that  there  was  no 
fraudulent  issue  of  stock  to  the  Erie  Railway  Company,  and 
that  the  construction  account  did  represent  actual  construc- 
tion, and  that  the  charge  on  the  part  of  the  Chamber  of 
Commerce  that  it  did  not,  was  unfounded  and  untrue  ?  A. 
Let  me  see  it,  sir. 

Q.  I  will  likewise  draw  your  attention  to  pages  67  and  68  of 
the  same  letter,  in  which  you  again  recur  to  the  same  question  ? 
A.  Have  you  the  communication  of  the  Chamber  of  Com- 
merce ? 

Q.  Yes.  A.  Let  me  have  that,  will  you  ?  (Taking  the  com- 
munication.)    Where  is  the  clause  to  which  you  refer  in  that  ? 

Q.  Page  8  (indicating  upon  page  8  of  the  proceedings  of 
this  Committee) ;  also  page  9  ?  A.  One  of  my  earliest  les- 
sons was  never  to  be  a  commentator  upon  my  own  produc- 
tions, and  if  I  am  asked  to  review  this  letter  and  to  report  to 
the  Committee  whether  or  not  errors  have  been  made  in  the 
statement  of  fact  or  in  the  conclusions  drawn  from  it,  I  will 
do  so ;  to  take  up  simple  paragraphs  and  to  answer  questions 
touching  those  paragraphs,  I  am  unwilling  to  do  ;  I  am  willing 
to  say  now,  however,  that  the  first  paragraph,  marked  by  Mr. 
Sterne 

Mr.  Baker — Give  the  page  ? 

The  Witness — Page  53. 

Mr.  Sterne — Better  give  it  in  the  proceedings ;  you  better 
read  it; 

The  Witness — (Continuing.)  Might  justify  the  conclusion 
drawn  by  Mr.  Sterne,  and  if  it  justifies  it,  it  would  not,  so  far 
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as  regards  the  Erie  Company,  be  strictly  consistent  with  the 
fact ;  so  far  as  regards  the  New  York  Central,  I  think  prob- 
ably it  would  be  consistent  with  the  fact,  though  I  don't  know ; 
that  I  left  for  that  company  to  decide ;  it  says,  referring  to 
the  charge  made  by  the  Committee  :  "  This  is  purely  begging 
"  the  question.  They  should  first  show  that  such  increase  of 
"  stock  did  not  represent  real  profits.  If  it  does,  there  can  be 
"  nothing  fictitious  in  such  increase.  It  is  a  question  of  policy, 
"  and  one  that  well  managed  corporations  solve  in  different 
"  ways.  As  a  fact,  the  ordinary  dividends  earned,  instead  of 
"  being  paid  to  the  stockholders,  were  used  by  the  company." 
I  have  no  doubt  the  reference  here  was  intended  to  be, 
and  by  an  examination  of  the  whole  letter  will  show,  as  apply- 
ing to  the  New  York  Central  Company  ;  it  speaks  in  the  singu- 
lar number  :  "Asa  fact  the  ordinary  dividends  earned  instead 
"  of  being  paid  to  the  stockholders,  were  used  by  the  company 
"  and  paidoutfornew  construction  and  equipment,  and  the  stock 
"  was  issued  to  represent  such  construction  and  equipment." 
That  is  a  case  such  as  I  endeavored  to  make  the  Committee 
understand  this  morning  ;  but  if  the  word  "  company  "  there 
should  be  construed  as  applied  to  the  Erie  Company,  then  I 
say  the  conclusion  would  be  wrong  ;  and  I  take  it  upon  an  ex- 
amination of  the  whole  letter  it  would  develop  the  fact  to 
which  it  did  apply,  and  which  I  take  it  will  be  able  to  sustain 
that  fact.  The  next  is  on  page  53.  "  The  charge  that  the  rail- 
"  road  companies  of  the  State,  to  avoid  the  law  that  permits  the 
"  Legislature  to  reduce  the  chartered  rates  when  the  profits  of 
"  the  company  exceed  ten  per  cent.,  have  deliberately  issued  ad- 
"  ditional  stock  without  charge  to  their  shareholders,  so  to  re- 
"  duce  the  percentage  of  profit  below  ten  per  cent.,  is  absurdly 
"  untrue."  I  take  that  to  be  true ;  I  have  no  idea  that  any 
company  in  this  State  ever  made  an  increase  of  its  stock  for 
the  purpose  of  keeping  the  earnings  or  the  percentage  of  divi- 
dends within  the  provisions  of  the  law  :  "  Because,  as  no 
"  stock  can  be  issued  that  does  not  represent  an  equal  value  in 
"  property" — it  ought  to  have  said :  because,  as  no  stock 
ought  to  be  issued  ;  the  misfortune  is  it  could  be,  and,  no 
doubt,  in  the  case  ■  of  the  Erie,  was  done — "  the  profit  must 
"have  been  made  that  represented,"  and  so  on;  the  whole 
paragraph  evidently  applies  to  the  New  York  Central  Company. 
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By  Mr.  Sterne  : 

Q.  You  have  not  completed  your  answer  yet  ?  A.  I  have, 
so  far  as  I  know ;  what  is  it  that  I  have  not  answered  ? 

Q.  Let  me  draw  yonr  attention  to  statements  contained  on 
pages  67,  68  and  69  of  the  printed  proceedings  herein,  being  part 
of  the  joint  letter  which  repels,  or  seems  to  repel,  the  charge 
made  by  the  Chamber  of  Commerce,  that  a  1  uge  propor- 
tion of  your  capital  and  bonded  indebtedness  does  not  repre- 
sent actual  values  which  have  gone  into  the  road,  and  ask  you 
what  explanation  you  have  to  make  of  those  statements  ?  A. 
Upon  reading  the  paragraph  to  which  Mr.  Sterne  refers,  I  do 
not  understand  it  as  having  any  reference  to  the  paragraphs 
to  which  reference  has  already  been  made ;  it  is  this : 
"  The  Committee  asserts  in  the  address,  as  has  been  quoted, 
"  that  the  capital  of  railway  companies  should  be  reduced  one- 
"  half  to  two-thirds — that  is  to  the  cost  of  construction  to- 
"  day.  The  ouly  argument  they  offer  is,  that  other  values  have 
"  been  reduced,  and,  therefore,  railroad  values  should  be  simi- 
"  larly  treated.  It  is  a  bold  assumption  that  the  cost  of  con 
"  structing  the  New  York,  Lake  Erie  &  Western,  and  the  New 
"  York  Central  would  be  from  one-half  to  two-thirds  less  to-day 
"  than  is  represented  as  cost  on  the  books  of  those  companies." 
this  paragraph  presents  divers  propositions :  first,  that  the 
capital  of  the  railway  companies  should  be  reduced  one-half 
to  two-thirds,  because  other  values  have  been  reduced,  and, 
therefore,  railroad  values  should  be  similarly  treated  ;  that  is, 
that  although  the  owners  of  these  roads  may  have  invested  in 
good  faith  all  the  money  needed  for  their  construction  during 
the  times  of  high  values,  that  if  the  times  should  change 
and  values  generally  should  be  reduced,  that  therefore  the  State 
should  exercise  its  sovereign  power  and  destroy  the  values  as 
created,  as  they  existed,  and  as  they  were  required  to  invest  at 
the  time  for  the  creation  of  the  property  ;  that  the  writers  of 
this  communication  repel,  as  an  assumption  which  ought  not 
to  be  made  with  regard  to  the  State,  or  of  the  railroads. 

Q.  Turn  over  to  the  next  page  ?     A.  No,  I  want  to  go  on. 

Q.  I  don't  mean  to  have  you  read  the  whole  letter,  this  par- 
agraph that  is  marked  ?  A.  The  next  paragraph  is  :  "  the 
"  loss  on  capital  invested.  If  interest  was  charged  upon  all  the 
"  real  capital  invested  in  these  railways  that  has  not  been  paid, 
"  it  would  amount  to  a  great  deal  of  money.     In  view  of  all 
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"  these  suggestions  no  one  could  say  that  the  present  railways 
"  could  be  duplicated  at  one-half  or  two-thirds  of  their  present 
"  cost." 

Q.  That  is  all?  A.  What  do  you  want  me  to  say  about 
that? 

Q.  In  view  of  the  facts,  as  you  know  them,  and  as  they  are 
before  this  Committee,  that  a  large  proportion  of  your  bonded 
indebtedness  and  a  large  proportion  of  your  stock  capital 
represents  nothing,  and  yet  has  gone  into  construction 
account,  how  do  you  explain  to  this  Committee  these  state- 
ments which  lead  to  the  necessary  inference  that  your  con- 
struction account  actually  represents  construction  ?  A.  There 
is  nothing  in  either  of  the  paragraphs  which  I  bave  read, 
which  justifies  the  conclusion  drawn  by  Mr.  Sterne,  or  which 
requires  an  explanation  ;  the  statement  is  that  the  values 
should  be  reduced  because  the  same  property  could  be  created 
now  at  less  than  it  cost  to  create  it  when  it  was  created  ;  that 
is  the  proposition. 

By  the  Chairman  : 

Q.  That  is  the  proposition  in  the  charges  of  the  Committee 
of  the  Chamber  of  Commerce?  A.  That  is  the  proposition  by 
the  Chamber  of  Commerce,  and  it  is  that  proposition  to 
which  the  paragraph  is  in  reply,  which  I  have  just  read. 
I  have  read  the  language  used  by  the  writers  of  this 
letter ;  the  next  paragraph  to  which  my  attention  is 
called,  which  is  the  loss  on  capital  invested,  "  if  interest  was , 
charged  upon  all  the  capital  invested  in  these  railways  that 
has  not  been  paid,  it  would  amount  to  a  great  deal  of  money  • 
in  view  of  all  these  suggestions  no  one  could  say  that  the 
present  railways  could  be  duplicated  at  one-half  or  two-thirds 
of  their  present  cost."  Now,  I  do  not  suppose,  with  full,  entire 
respect  to  the  Committee,  that  there  is  any  man,  having  any 
experience  or  knowledge  with  regard  to  these  railways,  could 
say,  throwing  out  all  that  is  claimed  to  be  water,  the  fruits 
of  all  the  frauds  charged,  that  adding  to  the  actual  money 
invested  in  these  roads,  the  interest  upon  that  actual  invest- 
ment which  never  has  been  paid,  that  it  would  not  amount  to 
a  large  amount  of  money  ;  and  that  anyone  who  assumes  that 
that  cost  thus  increased  by  the  addition  of  interest  would  not 
be  equal  to  more  than  one-half  or  one-third  of  the  present 
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paper  cost  of  these  roads,  makes  an  assumption,  which,  I  think, 
upon  a  careful  examination  of  the  facts,  if  he  was  a  sincere 
man,  and  any  consequences  followed  that  assumption,  he  would 
seriously  regret ;  it  would  be  impossible. 

Q.  That  is  the  whole  explanation?     A.  That  is  the  answer. 

Q.  The  second  convertible  bonds  were  issued  in  1874,  were 
they  not  ?  A.  In  1874  ;  the  mortgage  is  dated,  I  think,  in  Feb- 
ruary, 1874. 

Q.  That  is  the  five  million  bond  loan  ?  A.  Three  ;  let  me 
explain  that,  perhaps  you  do  not  understand  it. 

Q.  I  do  understand  it ;  the  moment  you  said  it  was  the 
three,  I  understood  it ;  and  there  was  a  ten  million  dollar 
gold  loan  before  that  ?     A.  Very  well. 

Q.  What  connection,  do  you  know,  had  that  ten  million 
dollar  loan  with  the  Atlantic  &  Great  Western  Company's  en- 
dorsement, if  any?     A.  I  don't  know  of  any. 

Q.  Do  you  know  of  any  Atlantic  &  Great  Western  Com- 
pany's endorsement  ?     A.  Please  explain  ;  what  do  you  mean  ? 

Q.  Endorsements  of  Atlantic  &  Great  Western  Railway 
Extension  Bonds  V     A.  Yes,  sir. 

The  Chairman — Endorsements  by  the  Erie  Railway. 

Mr.  Stebne — By  the  Erie  Railway  Company. 

The  Witness — Guarantees. 

Q.  When  were  they  made  ?  A.  In  1874  ;  I  think  in  March, 
1874 ;  there  was  a  negotiation  between  the  Atlantic  &  Great 
Western  and  the  Erie  for  the  lease  by  the  Erie  of  the  Atlantic 
&  Great  Western  Railroad;  that  lease  was  executed,  I  mean 
by  that,  it  was  signed ;  with  that  lease  there  were  two  inde- 
pendent contracts  which  I  have  here,  and  which  you  can  have, 
Mr.  Sterne,  at  any  time  you  want  them. 

Q.  I  have  them.  A.  Very  well ;  there  were  two  contracts  ; 
now  the  nature  of  those  contracts,  as  distinguishing  one  from 
the  other,  I  am  unable  to  give,  with  the  exception  that  one  of 
them  provided  for  the  purchase  by  the  Atlantic  &  Great 
Western  Company  of  a  controlling  interest  in  the  stock  of  the 
C.  C.  C.  &I.  Co.,  which  stock  was  to  be  purchased  or  represented 
by  what  was  called  the  Atlantic  <fe  Great  Western  Extension 
Bonds  ;  that  stock  was  to  be  hypothecated  with  certain  trus- 
tees in  London  as  security  forTthe  payment  of  those  bonds. 

Q.  That  is  the  London  Banking  Association  is  it  not?  A. 
No. 

37 
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Q.  Bischoffsheim  &  Goldshmidt  ?  A.  No ;  the  stock,  I 
think,  was  to  be  deposited  in  the  Bank  of  England,  but  the 
trustees  were  individual  trustees. 

Q.  Go  on?  A.  I  am  becoming  very  accommodating,  but 
don't  irritate  me ;  those  bonds  were  to  be  guaranteed  by  the 
Erie  Company ;  as  I  say,  this  was  the  stale  of  things  in  March, 
1874,  with  the  exception  of  the  final  ratification  of  the  lease  ; 
that  was  done,  as  I  understood,  or  at  least  the  records  show 
that  it  was  done  by  the  Erie  Company  at  the  same  meet- 
ing at  which  'I  was  elected  one  of  its  directors;  as 
to  when  the  guarantees  were  put  upon  it,  my  impression  is, 
that  there  was  one  guaranty  executed  after  I  became  con- 
nected with  the  Erie  Bailway ;  the  other  was  before,  I  think 
there  was  one  after ;  I  supposed  then,  being  as  ignorant  of 
the  conditions  and  surroundings  of  the  Erie  Railway  as  any 
gentleman  of  this  Committee,  that  the  lease  was  to  go  into 
effect,  and  intended  to  do  all  I  could  to  make  it  profitable,  though 
it  was  very  easy  to  see  it  would  be  destructive  of  the  interests 
of  the  Erie  Bailway  ;  but  that  was  not  my  lookout ;  when  it 
came  to  be  put  into  effect,  I  found  first,  that  the  purchase  of 
the  controlling  interest  in  the  C.  C.  C.  &  I.  stock  had  not 
been  accomplished,  and  there  was  no  prospect  of  its  being  ac- 
complished ;  second,  that  by  the  laws  of  Ohio,  the  Erie  Com- 
pany was  required  to  deposit  their  securities  to  such  an 
amount  as  the  directors  of  the  A.  &  G.  W.  might  require,  to 
secure  them  in  the  full  compliance  with  the  terms  of  that 
lease  ;  when  these  facts  were  developed,'  I  determined  for  my 
own  part,  as  the  President  of  the  company,  that  I  would  take 
no  step  towards  the  further  complication  of  the  Erie  Bailway 
with  that  lease,  unless  I  was  required  to  do  so ;  I  convened 
the  Board  and  was  sustained  injthat  resolution,  and  that  is  the 
condition  of  that  case  to-day. 

Q.  You  have  not  as  yet  answered  the  question/what  amount 
of  endorsement  there  was  actually  had  of  bonds  of  the  Atlan- 
tic &  Great  Western  Bailway  Company  ?  A.  I  did  not  recog- 
nize that  as  a  part  of  the  question  ;  I  am  unable  to  answer  ;  I 
will  get  the  information,  and  furnish  it  to  the  Committee. 

Q.  Those  bonds  were  either  paid  or  are  a  subsisting  obliga- 
tion of  the  Erie  Bailway,  are  they  not  ?    A.  They  are. 

Q.  They  are  also  recognized A.    I  won't  say  that ;    I 

ought  not  to  say  that ;  and  hence,  as  I  said  to  the  Committee 
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before,  these  unguarded  expressions  might  prove  unfortunate  ; 
in  my  judgment — I  speak  for  myself  only — there  are  facts 
which  would  justify  the  Brie  Company  in  raising  the  question 
as  to  the  validity  of  that  guaranty  ;  and  I  have  said,  over  and 
over  again,  when  the  question  arose,  if  I  was  in  charge  of  the 
interests  of  the  Erie  Railway  Company,  that  question  would 
be  presented,  and  the  courts  called  upon  to  determine  it ;  I 
think  there  are  sufficient  grounds  to  contest  the  validity  of  that 
endorsement. 

Q.  Cannot  you  tell  the  Committee  what  the  extent  of  that 
endorsement  is  ?     A.  I  cannot. 

Q.  Not  even  approximately  ?    A.  I  cannot. 

Q.  Are  or  are  not  those  bonds  provided  for  in  the  recon- 
struction scheme?     A.  They  are  not. 

Q.  Then,  is  or  is  not  this  an  obligation  which  may,  at  some 
future  time,  become  an  obligation  of  the  reconstructed  rail- 
way ?  A.  I  decline  to  answer,  not  because  I  am  unwilling,  but 
it  is  dealing  with  a  question  that  cannot  have  any  reference  to 
the  inquiry  of  this  Committee,  and  it  might  damage  other  in- 
terests ;  I  would  rather,  however,  in  saying  that  I  decline  to 
answer  it,  say  that  I  will  consider  it,  and  if  I  can  answer 
it  properly  I  will  do  it. 

Q.  Cannot  you  answer  this  much — I  do  not  want  you  to 
answer  a  question  that  will  affect  injuriously  your  trust — but 
can  you  not  answer  this  much,  that  there  is  a  contingency 
under  which  the  bonded  indebtedness  of  the  reconstructed 
road  may  be  increased  by  the  amount  of  the  Atlantic  &  Great 
Western  endorsements  ?     A.  There  is  no  such  contingency. 

Q.  Are  those  endorsements  then  wiped  out  by  the  fore- 
closure proceedings  ?  A.  So  far  as  regards  the  New  York, 
Lake  Erie  &  "Western  Railroad,  or  any  property  it  represents. 

Q.  There  is  a  contingency,  is  there  not,  by  which  they  may 
come  in  as  creditors  against  the  property  still  held  by  you  as 
Receiver  of  the  Erie  ;  isn't  that  so?     A.  Yes,  sir. 

Q.  Is  that  property  a  large  proportion  of  the  old  property 
of  the  Erie  Railway  Company — is  there  any  reason — I  want  to 
put  the  question  as  guardedly  as  possible — would  not  put  it  at 
all  if  there  was  a  reason  for  not  answering  it — is  not  the  amount 
of  the  property  you  hold  as  Receiver  perfectly  well  known ; 
isn't  that  fa,ct  spread  upon  the  record,  so  there  is  no  danger 
to  the  interests  ot  your  trust  in  telling  this  Committee  what 
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the  property  is  that  you  still  hold  ?  A.  The  property  which  I 
still  hold  in  hand  as  the  Receiver  subject  to  the  order  of  the 
court  is  of  public  record,  not  only  in  the  aggregate  but  in 
detail,  showing  every  item  of  it ;  it  is  not  a  private  record  ;  it 
is  a  public  record ;  it  is  in  the  court ;  I  do  not  now  recollect 
of  what  that  list  consists. 

Q.  Can  you  state  about  the  amount  of  it  ?  A.  I  cannot ; 
because  there  is  a  large  difference  between  its  par  value  and 
its  market  value — real  value ;  I  would  be  unwilling  to. 

Q.  What  is  its  nominal  value ?     A.  It  seems  singular  that, 
here  is  a  record,  a  certified  record,  that  Mr.  Sterne  can  put 
his  band  upon  any  moment,  that  I  should  be  inquired  of  about 
it  here  when  I  cannot  recollect  it. 

Q.  "We  do  not  want  to  make  the  record  of  these  proceed- 
ings too  voluminous,  and,  therefore,  if  you  can  state  approx- 
imately the  amount,  we  should  like  to  have  it  ?  A.  You  are 
making  it  much  more  voluminous  than  the  record  would  make 
it ;  I  cannot  tell  it — not  from  an  unwillingness,  but  I  can't  state 
it. 

Q.  Can't  you  furnish  the  Committee  a  copy  of  the  account  ? 
A.  Haven't  you  got  it? 

Q.  No,  I  haven't  it.  A.  Very  well,  I  will  furnish  it ;  you 
just  now  told  me  you  had  it  in  your  papers. 

Q.  I  told  you  I  had  those  two  agreements  of  the  Atlantic  & 
Great  Western.     A.  Yery  well,  I  will  furnish  it. 

Q.  Then  there  is  a  contingency,  is  there  not,  by  which — I 
do  not  ask  you  to  commit. youself — whether  it  is  a  likely  thing 
to  happen  or  not  by  which  the  reconstructed  road  may  never 
come  into  possession  of  any  property  which,  for  prudential 
reasons  you  now  hold  in  your  hands  as  Receiver  of  the  old 
Erie  Company  ?  A.  The  question  is  now  before  die  court  in 
the  case  in  which  I  am  Receiver  of  the  People  against  the  Erie 
Railway  Company  ;  whatever  the  court  may  direct  in  that  case 
with  regard  to  that  property,  I  shall  do  ;  if  it  is  to  surrender 
to  the  general  creditors 

Q.  Of  the  old  company  ?  A.  Of  the  old  company — of  course 
I  have  no  other  alternative  than  to  comply  with  the  order. 

Q.  Then,  in  that  event,  the  new  company,  the  New  York, 
Lake  Erie  &  Western  Railway  Company,  will  have  in  the  way 
of  assets,  to  represent  the  stock  and  bonded  capital  of  that 
new  company,  the  amount  that  you  now  hold  as  Receiver  of 
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the  old  company,  less  than  the  old  company  had  to  represent 
its  stock  and  bonded  indebtedness ;  isn't  that  so  ?  A.  The  new 
company  will  represent  of  the  property  of  the  old  company,  the 
full  amount  of  that  property,  less  the  amount  which  the  court 
may  determine  was  not  sold  at  the  sale  and  ordered  to  be 
delivered. 

Q.  Precisely  ;  have  you  brought  with  you  the  account  that 
you  have  with  the  prior  lien  bonds,  if  there  be  any  such  ac- 
count upon  your  books  ?  A.  What  do  you  mean,  the  2£  mil- 
lions ? 

Q.  Yes,  the  1\  million  ?  A.  No,  I  have  not ;  there  is  no 
account  that  I  know  of  ;  there  is  no'account  of  it. 

Q.  There  is  no  such  account  ?     A.  No,  sir. 

Q.  The  2^  millions  represent,  do  they  not,  to  a  very  large 
amount,  elements  that  did  not  enter  upon  your  construction  ac- 
count ?  A.  I  tried  to  make  myself  understood  with  regard  to 
that  yesterday. 

Q.  I  waive  that  question  for  a  moment ;  I  want  to  draw  your 
attention  to  another  fact ;  you  have  stated  that  in  1874,  the 
three  million  bonds  were  issued  and  you  gave  to  the 
Committee,  yesterday,  a  statement  of  how  much  you 
thought  was  paid  into  the  treasury  of  the  Erie  Kailway 
Company  of  this  fifteen  millions  of  dollars  ;  on  looking  at 
the  comparative  statements  of  the  construction  account  from 
1862  to  1877,  as  furnished  to  the  State  Engineer  ;  I  see  that 
from  1874  to  1877,  the  construction  account  was  increased  but 
2  millions  of  dollars  ;  what  became  of  the  other  13  millions? 
A.  I  am  unable  to  answer  the  question  ;  as  I  stated  to  the 
Committee  yesterday,  there  was  a  large  amount  of  property 
bought  by  Mr.  Watson  ;  what  proportion  of  this  money  he  used 
for  that ,  purpose,  or  what  proportion  of  the  money  he  had 
realized,  or  anything  about  it,  I  have  not  now  the  means  of 
knowing  ;  if  it  is  important  I  will  have,  so  far  as  our  books 
will  develop,  an  analysis  of  those  accounts  made  to  show  what 
became  of  the  proceeds  of  those  bonds,  and  to  what  accounts 
they  were  charged ;  that  is  all  I  can  now  do. 

Q.  Will  you  do  that  as  to  the  first  convertible  as  well  ?  A. 
Certainly  ;  what  do  you  mean  by  the  "  first  convertible  ?" 

Q.  First  mortgage  ?     A.  First  consolidated. 

Q.  First  consolidated,  I  mean?  A.  I  would  say,  however,  in 
connection  with  that,  it  may  require  some  time ;  we  have  been 
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subject  to  all  kinds  of  annoyance,  raids  [from  all  kinds  of 
combinations  and  organizations  ;  when  we  brought  these  suits 
in  London  it  was  within  the  province  of  those  parties  to  re- 
quire us  to  produce  in  London  for  their  inspection  all  of  our 
books  in  which  there  was  any  entry  whatever  having  reference 
to  either  of  those  classes  of  bonds,  and  I  think  all  of  our  books 
covering  from  1872,  to  1875,  are  in  London  ;  am  I  right  in  that, 
Mr  Little  ? 

Mr.  Little — You  are. 

The  "Witness — So  I  may  be  delayed  in  making  that  analysis. 

By  the  Chairman  : 

Q.  Do  they  have  the  power  to  compel  you  to  produce  in  the 
courts  of  London  the  books  you  have  here  ?  A.  They  have ; 
and  the  courts  in  London  stated  they  would  not  proceed  with 
the  case  until  we  responded  to  that  notice ;  not  only  our 
books  but  original  correspondence,  telegrams  and  everything. 

Mr.  Shipman — You  cannot  move  in  a  suit  there  if  the  other 
side  object,  unless  you  produce  the  original  entries  in  relation 
to  the  transactions. 

Q.  Do  you  know  how  much  Mr.  Watson  invested  in  coal 
land  ?     A.  How  much  he  paid,  or  how  much  was  invested? 

Q.  How  much  was  invested  by  Mr.  Watson  in  coal  land  ? 
A.  It  would  be  but  an  approximation  ;  my  impression  is  that 
we  have  paid  in  coal  property  something  over  three  million. 

Mr.  Shipman — It  was  not  all  coal  lands ;  it  was  stock  of  coal 
companies. 

Q.  Do  you  know  how  much  the  bonded  indebtedness  or  the 
obligations  of  the  Erie  were  increased  by  the  endorsement  of 
the  Boston,  Hartford  &  Brie  bonds  ?  A.  The  bonded  in- 
debtedness was  not  at  all  increased — no  increase  on  that 
account. 

Q.  Was  there  a  large  indebtedness  made  by  the  endorse- 
ment of  Boston,  Hartford  &  Erie  bonds  ?  A.  There  was  an 
endorsement  upon  those  bonds,  that  is,  a  portion  of  them,  as 
a  kind  of  guaranty  of  the  payment  of  the  coupons. 

Q.  To  the  extent  of  80  per  cent.,  wasn't  it  ?  A.  80  per  cent, 
of  what  ? 

Q.  80  per  cent,  of  the  principal  and  the  coupons,  wasn't  it  ? 
A.  I  don't  recollect ;  I  am  unable  to  answer  ;  that  is  another  one 
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of  the  questions  which,  whenever  it  comes  to  me,  I  shall 
raise  the  question. 

Q.  As  to  the  validity  of  them  ?     A.  Yes,  sir. 

Q.  As  to  the  good  faith  of  the  endorsement  ?  A.  As  to  the 
power  of  the  company  to  make  it — not  the  good  faith. 

Q.  Whether  or  not  it  was  ultra  vires  of  your  corporation 
to  make  it  ?     A.  Yes,  sir. 

Q.  Can  you  tell  how  much  that  indebtedness  was  ?  A. 
Which  ? 

Q.  The  Boston,  Hartford  &  Erie  indebtedness  or  endorse- 
ment? A.  My  recollection  is  the  guaranty  was  to  the  extent  of 
the  coupons  on  five  millions  of  bonds — between  four  and  five 
millions ;  that  is  my  recollection ;  I  wish  to  remark  here,  how- 
ever, that  under  the  laws  of  New  York,  Connecticut,  Rhode 
Island  and  Massachusets,  through  which  the  Boston,  Hartford  & 
Erie  Road  runs,  the  bondholders,  or  a  majority  of  them,  under 
that  mortgage,  could  call  a  meeting  at  such  time  and  place  as  the 
majority  might  indicate,  after  default  was  made  in  the  payment 
of  the  interest,  reorganize  the  company,  and  convert  their  bonds 
into  stock  ;  such  a  meeting  was  called  by  a  majority  of  them ; 
such  a  reorganization  was  had,  a  new  company  created,  and 
if  under  that  mortgage  the  bonds  were  converted  into  stock  it 
would  extinguish,  of  course,  the  guaranty ;  my  construction  of 
that  law  is,  that  the  minority  is  governed  by  the  majority,  and 
the  majority  having  reorganized  and  taken  possession  of  the 
property,  thus  taking  from  the  guarantors  of  those  bonds  all 
legal  rights,  the  guaranty  falls  with  the  reorganization  of  the 
new  company ;  therefore,  I  do  not  take  it  that  there  is  any  lia- 
bility there. 

Mr.  Shipman- — Six  million  of  those  bonds  have  been  extin- 
guished 

Q.  How  could  it  be  six  million  out  of  five  ?  A.  Six  million 
out  of  twenty. 

Q.  What  was  the  endorsement ;  you  have  stated  that  there 
was  five  millions  of  dollars  ?  A.  I  tried  to  make  my  answer 
understood ;  I  say,  of  those  Boston,  Hartford  &  Erie  bonds  I 
believe  the  Erie  Company  guaranteed  the  payment  of  the  in- 
terest upon  five  million — five  out  of  the  twenty. 

Q.  Five  out  of  twenty  ?     A.  Yes,  sir. 

Q.  Then  the  proportion  that  would  be  extinguished  would 
be  as  six  out  of  twenty  ?    A.  No ;  I  don't  so  understand  it ; 
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the  majority,  under  the  law,  had  to  convene  to  reorganize  the 
new  company  ;  they  did  convene ;  they  did  organize  a  new 
company,  and  they  transferred  that  property  to  the  new 
company  ;  that  required  a  majority  under  the  law. 

Q.  Did  the  Erie  Company  obtain  for  that  guaranty  any 
substantial  advantage  or  asset  whatever?  A.  That  is  a  trans- 
action long  before  I  had  anything  to  do  with  it. 

Q.  Tou  do  not  answer  my  question  ?  A.  I  do  answer  your 
question  ;  that  is  a  transaction  about  which  I  knew  nothing — 
about  which  I  have  not  inquired,  and  don't  know  ;  my  impres- 
sion is,  however,  it  never  did.  obtain  any  property  consider- 
ation, and  that  the  inducement  was  to  get  a  New  England 
line. 

Q.  Did  it  obtain  a  New  England  line?     A.  No. 

Q.  Didn't  obtain  any  property  ?     A.  No. 

Q.  "What  advantage  did  the  Erie  Kailway  Company  derive 
from  its  endorsement  of  the  Atlantic  and  Great  Western 
bonds?  A.  "What  endorsement — do  you  mean  the  Western 
Extension  bonds  ? 

Q.  The  Western  Extension  bonds.  A.  My  understanding 
of  that  is,  at  that  time  Mr.  Watson  was  anxious  for  a  Chicago 
connection ;  that  there  is  a  statute  of  New  York  authorizing 
the  Erie  Company  to  contribute  to  the  building  of  a  connec- 
tion— to  the  securing  of  a  Chicago  connection  ;  that  this  was  a 
step  in  that  direction,  as  he  understood  ;  that  before  he  made 
that  guarantee  or  authorized  that  guarantee,  he  took  the  opin- 
ion of  Mr.  Evarts  as  to  his  authority— Mr.  Evarts  and  the 
counsel  of  the  company,  as  to  his  authority  to  make  the 
guarantee,  and  they  advised  him  that  under  that  law  for  the 
purpose  of  making  the  connection  at  Chicago  he  was  author- 
ized to  make  that  guarantee,  and  he  made  it ;  he  obtained  no 
property  consideration  by  it,  unless  it  is  the  property  advan- 
tages which  may  be  derived  from  a  connection  with  Chicago. 

Q.  "Which  has  not  yet  been  had  ?     A.  No,  not  direct. 

Q.  There  is  no  asset  or  proj)erty,  or  immediate  advantage 
or  present  advantage  in  existence  to  represent  that ;  when  was 
the  Boston-,  Hartford  &  Erie  endorsement  made  ;  under  whose 
administration?     A.  Under  Mr.  "Watson's,  I  think. 

Mr.  Shipman — No,  not  Mr.  Watson's. 

The  "Witness— Under  Mr.  Burdell's. 

Mr.  Shipman — Burdell  and  Eldridge. 
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Q.  And  the  Atlantic  &  Great  Western,  under  Mr.  Wat- 
son ?     A.  1  think  so. 

Q.  Do  you  know  anything  of  the  bonds  known  as  the 
"  Grant  "  bond  ?  A.  My  impression  is — I  don't  know — but 
my  recollection  is,  that  there  were  certain  bonds  deposited  by 
the  Atlantic  &  Great  Western  Company  with  Grant's  concern, 
for  sale,  and  they  were  called  the  Grant  bonds,  because  he 
was  their  custodian. 

Q.  Wasn't  there  a  bond  issued  by  the  Erie  Bailway  Com- 
pany to  represent  the  equivalent  in  value  of  those  bonds  that 
were  deposi'ed  with  Grant?  A.  There  were  no  bonds  issued 
by  the  Erie  Railway  Company  so  far  as  I  know  or  ever  heard 
of ;  none  have  ever  been  developed,  but  those  to  which  I  have 
referred,  and  they  were  not  issued  to  represent  any  bond  held 
by  any  other  party  or  the  bonds  of  any  other  company. 

Q.  Mr.  Jewett,  have  you  the  amount  of  the  First  Consolidated 
Mortgage  there  ?     A.  Yes,  sir. 

Q.  Do  you  remember  the  prospectus  of  the  First  Con- 
solidated mortgage  ?     A.  I  never  saw  the  prospectus. 

Q.  I  will  put  the  general  question ;  do  you  or  do  you  not 
know,  that  the  prospectus  and  the  terms  of  the  First  Con- 
solidated Mortgage,  show  that  the  intention  of  that  issue  was 
to  cover  the  first  five  mortgages  and  pay  them  off?  A.  What 
is  that? 

Q.  That  the  intention  of  that  issue  was  to  cover  the  first  five 
mortgages  and  pay  them  off?  A.  The  First  Consolidated 
Mortgage  was  for 

Q.  Let  me,  for  convenience,  refer  you  to  this,  an  abstract 
from  the  First  Consolidated  Mortgage.  (Handing  paper  to 
witness).  A.  The  first  consolidated  mortgage  was  for  30 
millions  of  dollars ;  that  mortgage  was  intended  first,  to  retire 
all  preexisting  mortgage  bonds,  which  amounted,  I  think,  to 
about  18  millions  of  dollars,  inclusive  of  the  bonds  of  the 
Buffalo  branch  road  ;  those  bonds  were  all  to  be  deposited  with 
the  Farmers'  Loan  &  Trust  Company  and  to  be  issued  only  as 
the  existing  bonds  were  presented  and  cancelled  ;  the  balance 
was  for  the  raising  of  money  for  improvements,  the  difference 
between  18  millions — I  think  that  is  the  amount  about  18 
millions,  18  millions  or  19  millions — and  30. 

Q.  Was  that  contract  with  the  bondholders  carried  out ;  were 
those  bonds  deposited,  and  do  those  18  millions  of  dollars  rep- 
38 
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resent  the.first  five  consolidated  mortgages  in  fact,  as  well  as  in 
promise  ?  A.  I  have  said,  that  I  believed  those  first  mortgages 
amounted,  including  the  Buffalo  branch  to  about  18J  millions 
of  dollars;  those  bonds  were  originally  deposited  with  the 
Farmers'  Loan  &  Trust  Company;  before  they  could  be  issued, 
they  required  the  counter-signature  of  that  company ;  a  con- 
siderable number  were  exchanged,  the  first  consolidated  taken 
in  lieu  thereof ;  for  some  cause,  there  was  a  suspension  ;  they 
were  an  incumbrance  to  the  Farmers'  Loan  &  Trust  Company; 
the  Farmers'  Loan  &  Trust  Company  asked  the  Erie  Bail- 
way  Company  to  receive  them  in  their  vaults,  that  whenever 
any  one  wanted  to  exchange,  because  he  had  to  go  to  the  Erie 
Bailway  Company  with  his  original  bond,  to  have  jt  verified 
and  canceled,  that  then  that  bond,  being  canceled  and  re- 
turned to  the  Farmers'  Loan  &  Trust  Company,  with  a  cor- 
responding First  Consolidated  Mortgage  bond,  they  would 
countersign  and  issue  that ;  those  bonds  were  only  executed 
by  the  Erie  Company  as  needed ;  they  remain  now  in  the  vault 
of  the  Erie  Company  under  seal,  unexecuted  in  compliance 
with  the  terms  of  the  mortgage,  and  the  arrangement  with  the 
Trust  Company — the  full  amount. 

Q.  The.  lull  amount  of  the  18  millions  ?  A.  No,  sir  ;  I  say 
that  some  have  been  exchanged. 

Q.  The  full  amount,  less  what  has  been  exchanged?  A. 
Yes,  sir. 

Q.  Then  there  is  only  outstanding,  of  the  First  Consolidated 
Mortgage,  as  an  addition  to  the  first  five  mortgages,  the  12 
millions  of  dollars,  being  the  difference  between  the  18  million 
and  the  30  million  issue ;  is  it?      A.  Yes,  sir ;  that  is  ti. 

Q.  That  is  what  I  wanted  to  get  at ;  have  you  any  means  of 
ascertaining  from  your  books  how  much  of  this  twelve  millions 
of  dollars  went  into  the  construction  account  of  your  rail- 
way ?  A.  We  have  means  from  our  books  of  showing  what 
amount  of  money  was  put  into  the  construction  of  the  road  ; 
I  say  now,  we  have  the  means,  simply  upon  the  theory  that 
we  ought  to  have  it;  I  have  never  examined  the  books,  but 
the  books  ought  to  show  the  amount  it  received,  the  source 
from  which  it  received  it,  and  the  application  which  has  been 
made  of  its  moneys ;  I  do  not  suppose  that  there  was  a  distinct 
account  kept  with  that  mortgage  bond  showing  when  that  was 
received,  and  the  purpose  to  which  it  was  applied ;  I  suppose 
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that  the  proceeds  of  this  bond  went  into  the  general  fund  ; 
hence — and  which  will  be  an  answer  to  a  good  many  of  these 
suggestions  which  Mr.  Sterne  has  made — if  upon  the  preceding 
mortgage  bonds  there  was  coming  due  on  any  one  day  $100,000 
or  $500,000,  those  coupons  being  payable  in  London,  and  the 
company  had  in  its  treasury  the  same  amount  of  money,  or  a 
larger  amount  of  money  arising  from  its  earnings,  it  would  not 
run  the  risk  of  remitting  to  London  the  amount  needed  to  pay 
that  interest  out  of  its  earnings ;  it  would  direct  the  applica- 
tion of  the  money  in  London  to  the  payment  of  that  interest, 
having  its  representative  in  its  own  vault  for  the  purposes 
needed  upon  the  road. 

Q.  Tou  do  not  know  of  any  such  case  ?  A.  I  do ;  I  know  I 
have  done  it  time  and  time  again  since  I  have  been  on  the 
road — would  do  it  tn-day. 

Q.  As  to  the  First  Mortgage  bonds,  you  don't  know  of  any 
such  case ;  that  is  wholly  hypothetical  on  your  part  ?  A.  No, 
sir;  it  is  a  statement  of  a  course  of  business;  I  say,  therefore, 
whilst  I  have  no  doubt  that  the  books  will  show,  because  they 
ought  to  show  the  amount  realized  from  those  bonds  and  how 
it  was  applied,  that,  or  an  equal  amount,  it  might  not  show  the 
application  of  that  specific  fund. 

By  Mr.  Baker  : 

Q.  That  is,  whether  it  went  into  the  construction  account  or 
not,  this  fund? 

Mr.  Sterne — That  twelve  millions  of  dollars. 

A.  I  have  tried  to  explain;  if  there  was  a  sale  of  bonds  in 
London  to-day,  or  any  day,  amounting  to  $500,000,  and  there  was 
interest  maturing  there  which  ought  to  be  paid  to-morrow,  of 
the  same  amount,  and  the  company  out  of  its  earnings  had  an 
equal  amount  in  its  treasury  which  it  would  be  required  to 
transfer  to  London  to  pay  the  interest  if  it  had  not  a  corres- 
ponding amount  there,  instead  of  transferring  it,  it  would 
direct  the  payment  of  that  interest  out  of  the  fund  then  in 
London  arising  out  of  the  sale  of  the  bonds,  and  it  would  use  the 
money  in  its  treasury  for  the  purposes  of  'the  road,  either  con- 
struction or  what  it  might  be. 

By  the  Chairman  : 

Q.  To  save  a  double  transmission  of  money  ?  A.  It  would 
save  the  transmission  and  the  risk  of  transferring. 
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By  Mr.  Steene  : 

Q.  Have  you  ever  read  the  testimony  given  by  Mr.  Gould 
befora  the  Legislative  Committee  of  1872  ?     A.  I  have  not. 

Mr.  Shipman — You  have  got  the  year  wrong. 

Mr.  Steene — 1872  the  testimony  was  taken ;  1 873  the  report 
was  made  to  the  Legislature. 

The  Witness — I  have  not  read  it,  whatever  the  time  was. 

Q.  Do  you  know  whether,  from  that  report  or  otherwise,  that 
he  testified  that  his  legislative  expenses,  amounting  to  one  mil- 
lion of  dollars  during  a  particular  year,  went  into  india  rubber 
account,  and  thus  found  its  way  into  construction  account? 
A.  I  never  read  the  testimony  or  the  report ;  I  knew  nothing 
about  it ;  I  have  never  taken  any  interest  in  it. 

Q.  Have  you  never,  during  the  administration  of  the  Erie 
Eailway  Company's  affairs,  from  1874.  to  1879,  examined  to  see 
to  what  extent '  the  treasury  of  your  company  had  been  de- 
pleted by  former  administrations  ?  A.  I  had  enough  to  do  to 
prevent  its  being  depleted  by  present  plunderers,  without 
looking  to  the  past. 

Q.  Then  you  did  not  ?     A.  I  did  not. 

By  the  Chaieman  : 

Q.  I  was  going  to  inquire  if  you  had  any  such  india  rubber 
accounts  now  ?     A.  I  hope  not ;  I  believe  not. 

By  Mr.  Steene  : 

Q.  Did  you  inquire  in  any  shape  or  form  whether  or  not 
large  sums  had  been  charged  to  construction,  which  ought  not 
to  be  there  ? 

A.  I  have  stated  to  the  Committee  that  in  my  judgment  as  a 
railroad  man,  the  construction  account — the  stock  account  of  the 
Erie  Railroad  Company  is  larger  than  it  ought  to  be,  that  if 
these  bonds  were  issued  and  converted  into  stock,  and  sold  as 
it  is  reported,  and  as  I  believe  it  to  have  been  done,  it  was  a 
great  wrong,  and  that  if  there  is  no  law  by  which  parties  who 
will  engage  in  those  .transactions,  if  they  were  committed  now, 
could  be  punished,  there  ought  to  be  such,  and  that  the  Gen- 
eral Assembly  is  about  as  much  at  fault  as  some  others,  in  not 
having  such  a  law. 

Q.  Ought  there  not  to  be  a  law  which  would  prevent  rail- 
ways from  falsely  holding  out  to  the  world  that  the  cost  of 
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construction  is  largely  in  excess  of  what  it  actually  is  ?  A.  I 
do  not  know  of  any  railroad  which  does  or  can  hold  such  out 
to  the  world ;  a  railway  company  ought  to  be  required  to  keep 
accurate  accounts,  that  the  parties  interested  in  it,  and  the 
public — 1  mean,  when  I  speak  of  the  public,  those  who  repre- 
sent it — could  upon  investigation  tell  the  precise  financial  con- 
dition of  that  company. 

Q.  Now,  when  your  statement  to  the  State  Engineer  will  be 
made  for  the  year  ending  September  '60, 1879,  there  will  appear 
under  your  construction  account,  cost  to  the  New  York,  Lake 
Erie  &  Western  Railway  Company,  of  the  Erie  Railway  Corn- 
pan}',  and  its  franchises,  one  hundred  and  sixty  millions  of 
dollars,  will  there  not  ?  A.  Whatever  the  facts  are,  will  ap- 
pear. 

Q.  Isn't  it  about  that  ?     A.  It  is  about  that,  I  think. 

Q.  Is  there  any  means  afforded  by  that  statement  to  the 
world  of  how  much  water  and  how  much  fraud  is  covered  and 
crystalized  by  this  160  millions  of  dollars?  A.  None;  no, 
sir. 

Q.  Then,  isn't  that  a  great  wrong  to  the  community  to  hold 
out  to  the  world  that  the  cost  of  the  property  is  160  millions 
of  dollars,  when  it  is  not  ?  A.  The  cost  to  the  company  is 
just  what  that  shows  ;  that  is  what  it  cost  the  company,  just 
precisely  as  if  the  Chairman  of  this  Committee  would  buy  a 
piece  of  property,  supposing  there  was  no  prior  lien  upon  it 
whatever,  and  should  discover  that  by  the  grossest  fraud  there 
was  a  lien,  or  that  the  title  was  defective,  and  to  protect  what 
he  had  invested,  he  had  to  invest  nearly  double  the  amount  to 
protect  what  he  had ;  the  amount  actually  paid,  the 
amount  represented  by  that  purchase,  would  be  its  cost  to 
him,  whether  it  represented  its  actual  value  or  not ;  so  it  is 
with  this  railroad  company ;  now,  with  regard  to  this  engineer's 
report,  I  have  no  concealment  upon  that  subject;  the  first  time 
I  ever  examined  the  law  I  could  see  very  well  how  a  statement 
under  that  law  would  not  give  to  the  public  the  information 
which  they  might  want  with  regard  to  the  condition  of  the 
company ;  I  do  not  believe  it  does  ;  I  think  the  law  ought  to 
be  amended ;  it  may  have  done  at  the  time  the  law  was  passed, 
but  it  does  not  give  the  means  of  determining  from  that  report 
itself  the  financial  or  physical  condition  of  the  company ;  I 
have  no  disposition  to  conceal  any  opinion  upon  any  of  these 
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Subjects ;  I  should  have  been  very  glad,  without  the  slightest 
feeling  to  sit  down  with  this  Committee,  to  give  them  frankly 
my  views,  not  only  with  regard  to  the  railroad  interest  and 
railroad  management,  but  the  legislation  needed. 

The  Chairman — We  would  be  very  glad  to  have  you  do  that 
before  we  are  done,  in  your  own  way,  after  Mr.  Sterne  is  done 
with  your  examination. 

Mr.  Sterne— Mr.  Little,  let  me  draw  your  attention  again  *° 
the  appendix  to  Sir  Edward  Watkin's  speech,  delivered  May 
20th,  1879  ;  do  you  recognize  those  accounts  ? 

Mr.  Little — I  did  not  make  up  those  accounts ;  they  are 
not  signed  by  me. 

Mr.  Sterne— Do  you  recognize  any  of  them  as  having  been 
furnished  by  you,  or  by  your  assistance,  or  by  you  in  any 
shape  or  form  ? 

Mr.  Little — The  statements  "C"  and  "D"  were  probably 
made  up  from  accounts  that  I  furnished ;  I  did  not  make  them 
up  in  this  particular  shape  ;  I  will  correct  that,  and  confine  it 
to  statement  "D"  alone. 

Mr.  Sterne— Do  you  know  anything  of  the  other  state- 
ments ? 

Mr.  Little — I  do  not. 

Q.  Mr.  Jewett,  do  you  ?  A.  I  don't  know  anything  at  all 
about  those  accounts ;  they  are  evidently  made  up  there  by 
the  Trustees  in  their  own  mode  and  manner,  showing  the 
state  of  their  own  transactions  ;  I  don't  know  anything  about 
them. 

Q.  Have  you  any  means  of  knowing  whether  they  are  cor- 
rect ?    A.  I  have  not. 

Q.  Do  you  assume  them  to  be  correct  ?  A.  So  far  as  has 
reference  to  the  expenditure  of  the  Trustees  I  have  no  means' 
of  knowing  about  it. 

Q.  You  see  the  pamphlet  to  which  they  are  appended  ; 
don't  you  assume  that  the  accounts,  appended  by  Sir  Edward 
Watkin  to  a  speech  of  his,  are  correct  ?  A.  I  do  not  as- 
sume that  those  gentlemen  would  make  any  statement  what- 
ever that  they  did  not  believe  to  be  correct,  but  I  do  assume 
and  know  that  they  frequently  state  accounts  which  would  not 
correspond,  whilst  they  might,  in  a  general  result,  in  our  form 
of  stating  accounts  ;  and  therefore  the  only  way  that  we  could 
test  that  question,  would  be  to  go  through  our  own  books  and 
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examine  each  item,  and  see  whether  or  not  it  corresponded 
with  those  ;  we  have  no  other  means  of  doiDg  it. 

Mr.  Sterne — I  should  like  to  have  these  accounts  marked  for 
identification. 

Mr.  Shipman — What  are  those  ? 

Mr.  Sterne — They  are  the  receipts  and  expenditures  of  the 
reconstruction  Trustees  down  to  April,  1879;  the  statement  of 
the  disposition  of  £151,000,  remitted  by  the  Trustees,  to  the 
Purchasing  Committee  on  this  side  of  the  water,  the  Farmers' 
Loan  &  Trust  Company,  Trustees,  and  the  payments  made 
by  them;  statement  "C"  shows  the  special  fund  account, 
statements  of  receipts  and  expenditures  on  improvements  to 
the  end  of  April,  1879 ;  statement  "  D,"  condensed  state- 
ment of  the  entire  revenue  of  both  companies,  which  I 
believe  Mr.  Little  recognizes  as  having  been  furnished  by  him. 

Mr.  Little — That  last  statement  I  think  was  based  on  a 
statement  that  I  furnished. 

Mr.  Sterne — All  of  these  are  appended  to  the  minutes  of 
the  proceedings  of  a  meeting  of  bond  and  stockholders  of  the 
New  ^ork,  Lake  Erie  &  Western  Railway,  held  at  Cannon 
Street  Hotel  in  London,  on  Tuesday,  May  "20th,  1879,  contain- 
ing the  proceedings,  aud  mainly  a  speech  by  Sir  Edward  Wat- 
kin,  which  made  frequent  reference  to  these  accounts. 

The  Witness — A  good  portion  of  this  account  would  not  be 
upon  our  books  at  all;  we  have  no  account  of  what  took  place 
between  the  reconstruction  trustees  and  the  Purchasing  Com- 
mittee and  will  not  have,  until  there  is  a  final  report  made  to 
us,  when  we  will  enter  them  in  the  books. 

Q.  The  expenditures  made  by  the  Reconstruction  Com- 
mittee necessarily  represent  sooner  or  later,  an  assumption  of 
debt  by  the  New  York,  Lake  Erie  &  Western  Railroad  Com- 
pany, does  it  not?  A.  No,  certainly  not;  if,  for  example,  the 
holders  of  a  large  number  of  Second  Mortgage  bonds  decline 
assenting  to  the  reorganization,  then  they  will  be  entitled  from 
the  Purchasing  Committee  to  their  money  ;  that  will  be  no  ob- 
ligation ;  the  amount  of  the  assessment,  with  the  exception  of 
the  $500,000,  for  which  income  bonds  are  issued,  is  no 
obligation  ;  the  cost  of  the  reconstruction  Trustees  is  no  obliga- 
tion; it  simply  reduces  the  amount  of  the  assessment  fund 
which  we  otherwise  would  have  to  appropriate  to  the  road ; 
when  they  get  through  with  all  those  things  I  have  no  doubt 
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they  will  make  a  report  showing  the  precise  disposition  of 
every  dollar  they  received  from  the  assessment  upon  the  stock- 
holders, and  in  that  way,  we  will  ascertain  the  true  condition 
of  that  account. 

By  the  Chaibman  : 

Q.  Suppose  we  receive  this  now,  and  turn  it  over  to  you  for 
examination,  and  comparison,  to  see  whether  it  is  correct  ? 
A.  So  far  as  we  can  compare  it,  we  will  do  it,  but  I  was  stating 
to  the  Committee  that  those  items  we  have  no  means  of  com- 
paring. 

Q.  We  don't  want  anything  in  evidence  that  is  not  well  au- 
thenticated. A.  We  have  no  possible  means  of  comparing  it, 
because  we  have  not  the  items ;  never  have  had  ;  have'nt  had 
control  of  the  fund. 

By  Mr.  Bakeh  : 

Q.  Where  were  those  items  procured,  then?  A.  That 
is,  first  a  speech  made  by  Sir  Edward  Watkin,  who  is  Chair- 
man of  the  reconstruction  Trustees,  to  the  bondholders,  in 
which  he  furnishes  those  accounts  to  them  of  the  acts  and 
doings  of  those  Trustees,  not  the  acts  and  doings  of  the  com- 
pany. 

By  Mr.  Steene  : 

Q.  A  great  many  of  those  statements  can  be  verified  here; 
the  Purchasing  Committee  is  here,  is  it  not  ?  A.  Certainly 
the  Purchasing  Committee  is  here. 

The  Chairman — We  will  mark  this  for  identification,  subject 
to  final  disposition  later. 

Marked,  for  identification,  "Erie  Kailway  Exhibit  No.  9, 
August  23d,  1879." 

The  Witness— It  is  not  a  statement  of  the  Erie  Railway  at 
all ;  we  have  no  means  of  knowing  ;  it  is  a  statement  in  regard 
to  a  fund  that  we  are  not  possessed  of  or  know  anything 
about. 

By  Mr.  Sterne  : 

Q.  The  issue  of  two  and  a  half  millions  prior  lien  bonds  will 
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depend  somewhat  upon  the  disposition  of  that  fund,  won't  it  ? 
A.  The  issue  of  the  two  and  a  half  millions  of  lien  bonds  will 
depend  somewhat  upon  the  amount  the  company  realizes  from 
that  fund,  and  I  say  I  have  no  doubt  when  the  reconstruction 
Trustees  are  through  with  their  own  transactions  that  then 
they  will  furnish  us  a  statement  of  the  assessment  fund,  and 
of  the  disposition  of  such  part  as  they  do  not  place  subject  to 
our  control  for  use ;  I  have  no  doubt  they  will  furnish  us  with 
that  account ;  they  never  have  done  it  yet. 

Q.  The  structures  made  and  the  work  done  by  this  Recon- 
struction Committee  is  the  property  of  whom  ?  to  illustrate 
what  I  mean  :  they  are  building  docks  at  Jersey  City,  if  you 
please  ?     A.  No,  they  are  not. 

Q.  Well,  what  are  they  doing  with  their  money  ?  A.  I  un- 
derstand what  you  mean  bow  ;  there  was  a  certain  fund  arising 
out  of  this  assessment  upon  the  shareholders ;  that  fund,  so 
far  as  paid  in  this  country,  was  deposited  with  the  Farmers' 
Loan  &  Trust  Company ;  so  far  as  it  was  paid  in  London,  I 
believe,  it  was  deposited  with  the  London  &  County  Bank ; 
in  the  making  of  improvements,  relying  upon  that  fund 
largely  ;  so  far  as  we  have  any  surplus  earnings  which  other- 
wise might  have  been  required  by  these  bondholders  in  the 
payment  of  interest,  but  which  they  agreed  to  postpone,  we 
used  that ;  when  we  need  additional  funds  to  carry  out  this 
plan  of  improvement  we  furnish  an  estimate  to  the  Reconstruc- 
tion Trustees  in  London ;  they  either  remit  or  authorize  the 
Farmers'  Loan  &  Trust  Company  to  place  us  in  such  funds ; 
when  we  receive  it  we  credit  it  to  that  fund,  so  if  you  would 
ask  us  what  we  had  done  with  such  portion  of  that  fund  as  we 
have  received  we  can  give  a  detailed  account  of  it ;  but  what 
they  have  done  with  that  which  is  still  in  their  hands  we  have 
no  account  of  it. 

Q.  Tou  have  not  answered  my  question  ?  A.  It  is  beoause 
I  cannot  understand  you. 

Q.  No ;  I  don't  think  there  is  any  difficulty  about  that ;  you 
have  forgotten  what  it  was ;  whose  property  is  it  when  a  par- 
ticular structure  or  building  is  put  up  or  permanent  piece  of 
work  done,  after  it  is  thus  put  up,  out  of  the  funds,  or  work 
done  out  of  the  funds  of  the  Reconstruction  Committee  ?  A. 
The  property  of  the  company. 

39 
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Q.  Property  of  the  new  company  ?  A.  Of  the  New  York, 
Lake  Erie  &  Western  Eailway  Company. 

Q.  Then,  to  the  extent  that  that  fund  might  be  or  might 
not  be  diverted  to  other  purposes  than  construction  work, 
work  which  properly  enters  into  the  construction  account, 
the  Erie  Eailway  would  have  to  use  other  funds  ;  would  it  not  ? 
A.  Yes,  sir. 

Q.  Therefore,  it  is  of  importance  to  the  Committee  to  know 
what  disposition  it  made  of  this  fund,  because  it  does  affect, 
as  to  its  disposition,  the  value  of  the  Erie  Railway  property  ? 
A.  We  have  no  objection  to  giving  to  the  Committee  a  full 
statement  of  the  fund,  so  far  as  we  have  received  it ;  I  do  not 
wish  to  be  understood  as  implying  in  that  that  there  is 
any  doubt  about  our  receiving  the  whole,  less  the  absolute  and 
necessary  charges  made  upon  it  for  expenses. 

Q.  Are  you  familiar  with  the  law  suit  which  was  pending  be- 
between  the  Erie  Eailway  Company  and  Mr.  Cornelius  Van- 
derbilt  ?    A.   I  am  not ;  I  know  there  was  such. 

Q.  Wasn't  that  law  suit  settled  during  your  administration  ? 
A.  It  was  settled  during  my  Eeceivership. 

By  Mr.  Baker  : 

.     Q.  Before  you  became  President. 

Mr.  Sterne — No  ;  after  he  became  President. 

The  Witness — I  am  still  Eeceiver ;  it  was  settled,  not  by  the 
new  company,  but  as  Eeceiver  of  the  old  company. 

By  Mr.  Sterne  : 

Q.  That  was  an  action,  was  it  not,  to  recover  from  Commo- 
dore Vanderbilt  three  and  a  half  millions  of  dollars,  or  there- 
abouts ?     A.  I  clon't  know. 

Mr.  Sterne— I  will  draw  the  attention  of  the  Committee,  or 
rather  ask  the  Committee  to  take  judicial  notice  of  the  opinions 
and  judgment  rendered  in  the  case  of  the  Erie  Eailway  Com- 
pany against  Cornelius  Vanderbilt— the  decisions,  the  findings 
— here  is  a  certified  copy  of  the  complaint. 

Mr.  Shipman — In  what  court  ? 

Mr.  Sterne— In  the  Supreme  Court. 

Mr.  Shipman— Do  you  put  in  Judge  Daniel's  opinion  ? 

Mr.  Sterne — Yes,  put  in  the  whole. 

Mr.  Shipman— I  will  have  the  printed  volumes  here,  and  if  it 
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becomes  necessary  for  me  to  put  in  any  part  of  them  I  will ;  I 
do  not  know  that  it  will  be  necessary ;  the  case  as  made  for 
the  Supreme  Court  contains  all  the  record ;  I  think  it  contains 
the  opinions. 

By  Mr.  Stekne  : 

Q.  You  were  advised  that  that  was  a  good  claim,  were  you 
not,  against  Mr.  Vanderbilt  or  his  estate  ?  A.  Do  you  want 
me  to  answer  ? 

Q.  Yes;  I  put  the  question  for  that  purpose.  A.  I  knew 
but  little  about  it;  it  was  one  of  those  matters  that  was  pend- 
ing when  I  came  here ;  sometime,  a  year  or  more  ago,  Mr. 
Vanderbilt  made  a  proposition  of  settlement ;  he  had  claims 
against  the  company,  which  he  represented  or  claimed  to  have, 
to  a  considerable  amount ;  I  rejected  the  proposition ;  at  the 
same  time  that  was  among  the  assets  in  my  hands  asKeceiver; 
I  had  but  the  one  duty  to  perform,  and  that  was  to  submit  the 
proposition  to  the  court  for  its  instructions,  and  without  recom- 
mendation ;  the  court,  upon  an  examination,  directed  the 
proposition  to  be  accepted  and  the  settlement  made  ;  previous 
to  that — and  the  gentleman  asked  me  if  I  was  advised  that  it 
was  a  good  claim — I  was  advised  by  my  counsel  that  they  were 
hopeful  of  a"  recovery,  but  that  they  regarded  it  as  exceed- 
ing doubtful. 

Mr.  Shipman — Will  you  allow  me  right  there  to  make  a 
statement ;  it  will  save  the  Committee  some  bother  about  this 
thing.  This  was  a  suit  against  Commodore  Vanderbilt  for  a 
large  sum  of  money  ;  my  recollection  is,  somewhere  about;  I 
think,  two  millions  ;  it  was  tried  below,  before  George  G.  Barn- 
ard, and  judgment  entered  by  some  sort  of  an  arrangement, 
evidently  between  the  counsel,  for  the  then  Erie  Eailway  Com- 
pany and  Mr.  Gould  and  Mr.  Daniel  Drew,  and  forty  other 
railroad  men,  who  were  concerned  in  a  warfare  with  Commo- 
dore Vanderbilt.  The  record  was  in  a  curious  condition.  Mr. 
Watson  directed— no,  it  was  all  done  before  Mr.  Watson  came 
in ;  it  was  done  during  the  Fisk  &  Gould  administration — Mr. 
Watson  directed  us  to  carry  it  up  to  the  Supreme  Court.  We 
carried  it  to  the  Supreme  Court,  but  owing  to  the  fact  that 
Noah  Davis  had  been  counsel  for  Commodore  Vanderbilt,  he 
was  disqualified  from  sitting,  and  therefore  Judge  Donohue  was 
called  in.  I  believe  Judge  Brady  was  disqualified  for  some  rea- 
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son,  and  Judges  Donohue,  Lawrence  and  Daniels  heldthe  Gen- 
eral Term.  "We  argued  the  case  before  them.  I  argued  it  on 
behalf  of  the  Erie  Eailway  Company,  with  one  of  my  associ- 
ates, and  it  was  argued  on  the  other  side  by  Judge  Porter 
and  others.  After  a  long  time  the  court  decided  to  reverse 
the  judgment  of  Judge  Barnard,  and  granted  a  new  trial,  by  a 
divided  court ;  Judges  Lawrence  and  Donohue  writing 
opinions  in  favor  of  reversal,  Judge  Daniels  writing  an  elabor- 
ate opinion  in  favor  of  sustaining  the  decision  of  Judge 
Barnard. 

The  Chairman — The  judgment  of  the  Circuit  Court  ? 

Mr.  Shipman— The  judgment  of  the  Circuit  Court  below. 
From  that  judgment,  the  counsel  for  Mr.  Vanderbilt  took  an 
appeal,  and  it  was  pending  in  the  Court  of  Appeals,  I  think 
when  Mr.  Jewett  came  into  the  road. 

The  Chairman — This  decision  of  the  General  Term  gave  a 
new  trial,  did  it? 

Mr.  Shipman — The  decision  of  the  General  Term  gave  a  new 
trial,  but  by  a  divided  court,  Judge  Daniels  writing  a  very 
elaborate  opinion  in  favor  of  sustaining  the  judgment  below. 

Mr.  Baker — The  proposition  for  settlement  was  made 
while  it  was  still  in  the  Court  of  Appeals  ? 

Mr.  Shipman — Yes ;  and  the  counsel  were  called  upon  to 
confer  with  Mr.  Jewett,  and  did  confer  with  him  ;  if  it  is 
necessary  to  vindicate  our  good  faith  or  the  good  faith  of  Mr. 
Jewett  in  that  matter,  I  will  make  a  statement  under  oath. 

The  Witness — The  Board  of  Directors  of  the  Erie  Eailway 
Company  were  not  consulted  at  all ;  they  had  nothing  to  do 
with  it ;  the  case  was  pending  ;  the  proposition  for  a  settlement 
was  made  by  Mr.  Vanderbilt  to  me  personally ;  I  consulted 
with  counsel  and  I  declined  it,  not  because  I  believed  that 
there  could  be  a  final  recovery  against  Commodore  Vanderbilt, 
but  I  declined  it  upon  the  theory  that  I  did  not  intend  to  do 
anything  touching  those  old  claims  as  Receiver,  only  under  the 
direction  of  the. court ;  having  declined  it,  I  again  communi- 
cated to  counsel  the  fact  that  I  had  declined  it,  but  that  I 
thought  it  was  proper  that  the  court  should  know  that  such  a 
proposition  was  made,  and  subject  myself  to  its  direction  • 
that  I  would  be  censurable  if  that  case  went  on  until  a  final 
judgment  of  the  Court  of  Appeals,  and  that  judgment  should  be 
against  the  claim  and  we  should  lose  that,  and  at  the  same  time 
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be  subjected  to  a  large  claim  which  Commodore  Vanderbilt 
claimed  to  have  against  the  company,  and  which  I  did  not 
know  that  we  could  avoid  ;  the  case  was,  therefore,  submitted 
to  the  court,  and  the  settlement  was  made  by  its  direction. 

By  Mr.  Sterne  : 

Q.  Why  do  you  say  you  had  no  hope  of  recovery  upon  that  ? 
A.  I  did  not  say  I  had  no  hope  of  recovery ;  I  said  my  counsel 
advised  me  that  they  were  hopeful,  but  that  they  were  not 
sanguine. 

Mr.  Steene — I  am  entirely  under  the  direction  of  this  Com- 
mittee, as  to  how  much,  if  any,  of  this  evidence  that  I  offer  is 
germain  to  the  subject  matter  of  the  Committee's  inquiry.  I 
propose  that  the-  Committee  shall  take  judicial  notice  of  these 
proceedings,  and  of  the  character  of  the  claims  and  of  the  fact 
that  a  reversal  was  ordered  by  the  General  Term ;  that 
under  the  provision  of  our  Code,  when  a  new  trial  is  not  had 
under  those  circumstances — an  appeal  taken  to  the  Court  of 
Appeals,  and  there  is  an  affirmance  by  the  Court  of  Appeals 
of  the  General  Term  decision,  judgment  absolute  is  entered  in 
favor  of  the  plaintiff,  according  to  the  prayer  of  his  complaint. 

Mr.  Shipman — Or,  absolutely  in  favor  of  the  defendant. 

Mr.  Steene — Or  absolutely  in  favor  of  the  defendant ;  that 
in  the  face  of  that  position  of  affairs  a  claim  of  three  and  a 
half  million  of  dollars  was  compromised,  as  I  am  informed, 
without  a  dollar  of  payment  to  the  Erie  Railway  Company  by 
the  Vanderbilt  estate. 

Mr.  Shipman — It  was  not  compromised  without  a  consider- 
ation. 

Mr.  Steene — If  the  consideration  was  of  that  sort  that  Sir 
Edward  Watkin  says  it  was,  it  is  germain  to  this  inquiry  to 
know  whether  that  was  the  consideration  ;  because  if  it  is  pos- 
sible for  corporations  to  sacrifice  millions  of  dollars  of  money 
with  a  view  of  preserving  the  friendship  or  not  incurring  the 
enmity  of  a  particular  man,  it  is  of  very  considerable  import- 
ance for  the  people  of  this  State  to  know  that  fact.  Sir 
Edward  Watkin  is  not  an  unauthorized  person  who  makes 
speeches  to  the  wind,  and  without  authority. 

The  Witness — He  was  totally  unauthorized  to  speak  with 
regard  to  the  considerations  which  led  to  that  settlement ;  he 
never  received  any  such  impression  from  me,  and  I  know  of 
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nobody  else  who  had  the  right  to  communicate  with  him  upon 
the  subject. 
The  Chairman — The  usual  time  for  adjournment  has  arrived. 

By  Mr.  Sterne  :  v 

Q.  Let  me  draw  your  attention  to  these  two  copies  of 
telegrams,  and  tell  me  whether  you  authorized  the  sending 
of  them,  in  relation  to  the  Vanderbilt  suit?  A.  I 
don't  know  ;  I  have  no  recollection  at  all ;  very  possibly  they 
are  correct  copies ;  I  would  like  to  know  where  you  got  them. 

Adjourned  to  August  25,  1879,  at  10  a.  m. 


Saratoga  Springs,  N.  Y.,  August  25th,  1879. 
The  Committee  met  pursuant  to  adjournment. 
Present :  All  the  members  of  the  Committee. 

Hugh  J.  Jewett  recalled  : 

Mr.  Sterne — I  desire  to  have  marked  here  that  part  of  Sir 
Edward  Watkin's  speech  contained  in  this  single  sentence  re- 
lating to  the  Vanderbilt  suit,  and  in  that  connection  Mr.  Jew- 
ett's  telegrams  to  Sir  Edward  Watkin. 

Mr.  Shipman — We  do  not  suppose  that  that  declaration  that 
the  gentleman  made  in  a  public  speech  in  London  can  be  legal 
evidence  in  this  proceeding. 

The  Witness — I  have  no  idea  that  I  ever  sent  such  a  tele- 
gram as  that  to  Sir  Edward  Watkin. 

Mr.  Shipman — We  submit  that  if  any  telegrams  of  Mr.  Jew- 
ett are  to  be  found  here  they  should  be  proved  in  an  authentic 
way. 

The  Chairman — They  will  have  to  be  identified  before  they 
are  put  in  evidence. 

By  Mr.  Sterne  : 

Q.  Are  you  prepared  to  say  that  you  did  not  send  telegrams 
of  which  these  two  papers  that  I  have  in  my  hand,  are  copies  ? 
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A.  I  am  prepared  to  say  that  I  have  no  recollection  of  it ;  and 
I  don't  believe  I  did  it. 

Q.  You  have  a  private  telegram  book  in  your  office,  have  you 
not,  on  the  stubs  of  which  are  entered  the  telegrams  which 
have  been  despatched  by  you  or  under  your  direction '?  A.  I 
have  a  book  which  would  show  the  record  of  cables  sent  abroad, 
and  if  there  are  any  cables  of  those  dates,  they  would  appear 
upon  that  book. 

Q.  Then  you  have  the  means  of  ascertaining  whether  or  not 
on  June  25th,  and  June  2d,  1878,  you  did  or  did  not  send  tele- 
grams, of  which  these  are  copies  ?  A.  If  you  will  give  me 
the  dates,  I  will  inquire  and  see  if  I  sent  them. 

Q.  How  soon  could  you  ascertain  that  ?  A.  Oh,  very  soon 
(to  Mr.  Barber.)  Mr.  Barber  telegraph  to  the  office. 

Q.  Hadn't  you  better  telegraph  for  the  book  itself  ?  A.  No, 
sir  ;  I  will  not  telegraph  for  the  book. 

Q.  I  think  that  is  the  proper  way  for  us  to  ascertain  ?  A.  I 
will  not  do  it. 

Q.  That  is  the  proper  way  for  us  to  ascertain  whether  or 
not  on  June  2d,  or  on  June  25th,  there  was  any  telegram 
stub  corresponding  with  these  telegrams  ?  A.  I  will  say  to 
the  Committee  that  Mr.  Barber  just  advises  me  that  the  book 
is  in  the  safe,  and  under  such  a  combination  lock  that  it  can- 
not be  opened  until  he  reaches  there. 

By  the  Chairman  : 

Q.  Mr.  Jewett,  would  your  memoranda  there  disclose  the 
contents  of  the  telegram  sent  ?  A.  The  subject  matter  of  it ; 
I  should  imagine  it  would,  and  perhaps  the  whole  contents  ;  I 
don't  know. 

Q.  Tou  cannot  then  get  it  by  telegraph  ?  A.  No,  sir  ;  there 
is  no  objection  to  producing  it  at  all,  if  there  are  such  things. 

The  Chairman — I  understand  you,  Judge  Shipman,  to  object 
to  this  being  received  in  evidence. 

Mr.  Shipman — I  stated  that  I  did  not  suppose  it  was  evi- 
dence. 

Mr.  Sterne — Mr.  Chairman,  Sir  Edward  Watkin  is  the  Chair- 
man of  the  Keconstruction  Committee. 

The  Chairman — Let  Mr.  Jewett  state  what  he  is,  please  ? 


1430 

By  Mr.  Steene  : 

Q.  What  relation  does  Sir  Edward  Watkin  bear  to  the  New 
York,  Lake  Erie  &  Western  Railway  Company,  and  to  the  Re- 
construction Committee?  A.  At  a  meeting  of  the  bond  and 
shareholders  of  the  Erie  Company,  held  in  London,  sometime 
in  1875,  they  created  what  they  called  a  Reconstruction  Com- 
mittee, that  is,  a  committee  to  try  and  bring  all  the  bond  and 
shareholders  together,  that  they  migl^t  agree  upon  some  pro- 
gramme for  the  reorganization  of  the  Company  ;  the  gentlemen 
selected  as  such  Committee,  elected  Sir  Edward  Watkin,  their 
Chairman ;  his  relation  to  that  Board  of  Trustees,  is  as  its 
Chairman  ;  he  has  no  other  relation  to  the  New  York,  Lake 
Erie  &  Western  Railway  Company. 

Q.  Does  he  not  draw  a  large  sum  of  money  as  compensation 
for  that  position,  and  for  the  services  that  he  has  rendered, 
both  to  the  Reconstruction  Committee,  and  in  the  reorganiza- 
tion of  the  New  York,  Lake  Erie  &  Western  Railway  ?  A.  If 
he  does,  I  do  not  know  it. 

Q.  Is  there  not  an  item  of  ten  thousand  pounds  paid  to  him  ? 
A.  My  understanding  has  been,  that  so  far  as  regards  his  re- 
lations to  that  Committee,  it  was  to  be  rather  nominal' ;  but  he 
does  not  draw  from  the  New  York,  Lake  Erie  &  Western  Rail- 
way Company  a  cent ;  never  has,  and  never  will. 

Q.  Is  there  not  upon  the  accounts  that  are  now  in  evidence 
here,  an  item  of  ten  thousand  pounds,  paid  by  the  Reconstruc- 
tion Committee,  to  Sir  Edward  Watkin  for  his  services  ?  A..  I 
should  be  very  much  astonished  to  find  any  such ;  I  don't  know 
of  any  such. 

Q.  Let  me  draw  you  attention  to  it ;  I  am  surprised,  Mr. 
Jewett,  that  you  do  not  know  of  it  ?     A.  I  do  not. 

Q.  You  will  find,  sir,  on  the  second  page  of  the  appendix 
to  this  speech,  under  the  head  of  "  By  remuneration 
of  Trustees  and  Committee,  Sir  E.  W.  Watkin,  Chair- 
man ;  ten  thousand  " — the  figures  are  all  pounds  shillings  and 
pence  (handing  witness  the  paper) ;  ■  have  you  never  looked  at 
that  account  ?  A.  I  have  never  seen  this  published  statement 
in  my  life  ;  I  don't  understand  this  ;  there  is  a  charge  here  for 
remuneration  of  Trustees  and  Committees,  Sir  E.  W.  Watkin, 
Chairman  ;  ten  thousand  pounds ;  whether  that  is  for  himself 
or  the  whole  Committee,  or  for  outside  expenses ;  I  do  not 
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know  ,  it  is  a  charge  with  which  we  have  nothing  to  do — no 
authority  or  control  over  it. 

Q.  It  diminishes  the  amount  of  your  reconstruction  fund, 
doesn't  it?  A.  I  have  no  doubt  that  it  will  be  taken  out  of 
the  assessment  money. 

Q.  And  you  find  there  another  charge  of  seven  thousand 
pounds  for  the  other  members  of  the  Committee,  don't  you  ? 
A.  Two  thousand,  isn't  it  ? 

Q.  No ;  seven  ?     A.  (Eeferring  to  the  amount.)  Yes,  sir. 

Q.  Making  a  sum  total  of  $85,000  iu  round  numbers  ?  A. 
Tes,  sir  ;  if  you  will  go  over  and  collect  that,  I  will  pay  you. 

Q.  I  took  it  for  granted  you  knew  all  about  it;  here  is  an 
account  which  was  rendered  in  the  month  of  April,  1879  ?  A. 
It  was  not  rendered  to  the  New  York,  Lake  Erie  &  "Western 
Company. 

Mr.  Sterne — Now,  Mr.  Chairman,  it  strikes  me  that  we 
ought  to  have  this  statement  by  Sir  Edward  Watkin,  this  sen- 
tence of  it,  in  evidence  here ;  his  connection  with  the  New 
York,  Lake  Erie  &  Western  Company,  and  his  remuneration. 

The  Chairman — I  have  marked  that  passage  for  identifica- 
tion, and  we  will  consider  that  in  connection  with  the  tele- 
grams. 

Mr.  Shipman — Before  the  Committee  decide  on  that,  I  would 
like  to  say  a  word  about  it. 

The  Chairman — We  will  give  you  ample  opportunity ;  it  is 
marked  for  identification. 

Q.  You  will  also  find,  Mr.  Jewett,  on  the  same  page,  items 
summing  up  about  twenty  thousand  pounds,  for  law  charges, 
traveling,  and  miscellaneous  expenses  of  all  sorts,  including 
expenses  of  public  meetings,  etc.  ?  A.  I  have  no  objection  at 
all  to  your  putting  in  that  whole  sheet  showing  that  entire 
account,  and  taking  it  for  granted  that  it  is  the  account  stated 
by  Sir  Edward  Watkin,  as  between  him  and  his  co-trustees 
and  the  shareholders  of  the  Erie  Company  ;  I  have  no  objection 
to  that. 

Q.  This  would  show  that  the  other  miscellaneous  expenses 
amounted  to  twenty  thousand  pounds  more,  in  connection  with 
the  reconstruction  expenses  ?  A.  If  yo,u,\say  so,  I  have  no 
doubt  it  is  true.  "  l';r* 

Q.  That  would  be  another  $100,000?    A.  The  Committee 
would  have  to  bear  in  mind  that  this  was  an  arrangement 
40 
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made  between  the  shareholder  and  the  assenting  bondholders 
in  very  large  meetings,  and  that  for  at  least  two  years  it  occu- 
pied largely  of  the  time  of  Sir  Edward  and  some  other  mem- 
bers of  that  Committee  in  corresponding,  conference,  visiting 
different  localities  in  Europe,  presenting  this  question  to  the 
shareholders  and  the  bondholders,  that  they  might  under- 
stand it,  and  that  for  this  service  the  shareholders  and  bond- 
holders agreed  to  pay  them,  and  if  the  service  is  of  the  char- 
acter which  I  have  been  advised  it  was,  I  would  not  consider 
those  charges  by  any  means  extravagant. 

Q.  On  the  following  page  there  is  a  statement  of  the  dispo- 
sition of  151,000  pounds  which  were  remitted  by  the  Trustees 
to  the  Purchasing  Committee  ;  the  Purchasing  Committee  are 
the  gentlemen,  are  they  not,  who  turned  over  the  property 
which  they  purchased  at  the  Sheriff's  sale  to  the  New  York, 
Lake  Erie  &  Western  B,ailway  Company  ?  A.  The  Purchas- 
ing Committee  consists  of  Governor  Morgan,  David  A.  Wells 
and  J.  Lowber  Welsh,  of  Philadelphia;  they  purchased  the 
road  at  judicial  sale ;  after  its  purchase,  in  accordance  with 
the  programme  of  reorganization,  and  under  its  terms  and 
stipulations,  they  conveyed  that  property  to  the  New  York, 
Lake  Erie  &  Western  Railway  Company. 

Q. '  It  seems  to  me  that  "  yes  "  would  have  answered  that 
question?  A.  I  judge  for  myself,  Mr.  Sterne,  as  to  how  I 
shall  answer. 

Q.  I  find  on  that  account  deposited  with  the  Farmers'  Loan 
&  Trust  Company  Trustees,  by  order  of  court,  and  to  be  ac- 
counted for  $200,000  ;  for  what  purposes  is  that  deposit  made  ? 
A.  I  think  it  was  an  excessive  deposit,  and  have  objected  to 
it ;  now,  I  certaialy  do  not  want  to  delay  this  Committee,  and 
do  not  want  to  say  a  word  that  may  not  be  profitable ;  is  it 
the  pleasure  of  the  Committee  that  I  should  explain  with  re- 
gard to  these  remittances  and  with  regard  to  these  $200,000  ? 

The  Chaikman — Yes. 

The  Witness— Under  the  order  of  the  court  there  was  a  cer- 
tain percentage  required  to  be  paid  in  cash  on  the  day  of 
sale;  the  Purchasing  Committee  had  determined  that  they 
would  bid  upon  that  property  to  a  certain  price  as  against 
anybody  else  ;  that  if  they  bid  to  a  certain  price — if  they  were 
required  to  bid  to  a  certain  price,  it  would  require  so  many 
hundred  thousand  dollars  to  make  that  first  deposit;  they 
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called  upon  the  Reconstruction  Trustees  who  had  the  money 
in  their  custody,  to  advance  to  them  the  amount  needed,  or 
which  would  be  needed  in  a  certain  contingency  to  comply  with 
the  terms  of  the  sale ;  for  that  purpose  these  remittances  were 
made  ;  after  the  sale  was  made  there  was  an  application,  I 
think,  by  the  Farmers'  Loan  &  Trust  Company  (if  not,  by 
some  creditor),  to  require  the  Farmeis'  Loan  &  Trust  Com- 
pany to  retain  in  its  custody  an  amount  needed  in  any  event 
to  pay  the  demands  pending  or  the  expenses  pending,  that 
the  fund  would  be  there  wheu  the  case  was  finally  closed ; 
thereupon  the  court,  in  disposing  of  this  remittance — because 
the  Committee  will  bear  in  mind  that  this  payment  was  a  per- 
centage upon  the  entire  sale ;  nearly  all  the  bondholders 
having  assented,  why,  those  which  did  not  assent  were  entitled 
to  but  their  proportion  of  the  purchase  money;  it  therefore, 
became  necessary,  instead  of  holding  the  seven  hundred  and 
odd  thousand  dollars  as  the  percentage  upon  the  full  purchase 
money,  to  retain  in  custody  simply  the  proportion  due  to  the 
non-assenting  bondholders  ;  the  court  directed  that  calculation 
to  be  made,  ascertained  the  amount  which  would  be  necessary  to 
pay  the  non-assenting  bondholders — even  admitting  that  there 
were  no  further  assents — by  the  Trust  Company;  then  the 
balance  was  necessarily  either  to  go  the  purchaser,  the  New 
York,  Lake  Erie  &  Western  Railway  Company,  or  to  the  Pur- 
chasing Trustees;  when  the  court  came  to  deal  with  that,  a 
creditor  or  patty — I  don't  recollect  now  who-  -the  court  was 
called  upon  to  retain  still  a  fund  sufficient  to  meet  any  claims 
which  it  might  thereafter  allow,  and  the  court  ordered  $200,000 
to  be  provided ;  I  thought  it  was  an  unnecessary  and 
excessive  order,  and  I  have  been  trying  to  get  it  reduced. 

Q.  Then  Sir  Edward  Watkin  is  in  the  wrong  when  he 
says,  as  an  explanation  of  the  $200,000,  " '  Deposited  with 
"  '  Farmers'  Loan  &  Trust  Company  Trustees,  by  order  of  the 
"  '  court,  and  to  be  accounted  for  "  $200,000.  That  is  a  large 
"  sum,  and  of  course  we  cannot  tell  what  particular  reason  the 
"  court  had  for  desiring  so  large  a  deposit,  but  you  will  re- 
"  member  it  was  an  enormous  transaction.  *  *  *  *  It  was 
"  a  sale  consummated  under  the  most  violent  and  unscrupulous 
"  resistance ;  by  demands  of  every  kind  made  for  precaution 
"  which  were  not  necessary,  and,  therefore,  very  likely,  the  court 
"thought  it  was  proper  to  have  this  sum  of  $200,000  deposited. 
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"  *  *  *  *  Mr.  Powell  tells  me  that  that  $200,000  is  esti- 
"  mated  to  cover  all  the  costs  on  the  other  side— counsel's  fees 
"  and  the  tremendous  number  of  charges  which  would  have  to 
be  met."  Mr.  Powell  is  the  accountant,  isn't  he,  of  the  Eng- 
lish shareholders  ?     A.  Not  that  I  know  of. 

Q.  Isn't  he  one  of  the  Committee  ?     A.  Yes. 

Q.  Hasn't  he  been  over  here  repeatedly,  in  relation  to  the 
reconstruction  scheme  ?     A.  He  was  over  here  once. 

Q.  Wasn't  he  here  at  the  time  of  the  sale,  and  at  the  time 
of  this  deposit  ?     A.  No,  sir. 

Q.  Sure  ?     A.  I  have  no  doubt  about  it. 

Q.  Then  the  1200,000  are  not  intended  for  counsel  fees  and 
costs  on  the  other  side  ?  A.  I  thought  I  had  made  myself  un- 
derstood by  this  Committee  ;  of  course,  whatever  charges 
could  be  made  against  the  Farmers'  Loan  &  Trust  Company, 
it  would  be  entitled  to  take  it  out  of  this  fund,  if  the  court 
so  ordered ;  the  Farmers'  Loan  &  Trust  Company  being  the 
trustee,  who  had  to  employ  counsel  and  prosecute  this  fore- 
closure ;  whatever  it  paid  to  counsel,  it  would  have  to  pay 
by  order  of  the  court,  or  with  the  approval  of  the  court ;  if 
there  was  any  other  creditor,  who  should  recover  a  judgement 
against  the  company,  whose  claim  the  court  might  think  ought 
to  be  paid  as  prior  to  the  Second  Consolidated  bonds,  it  would 
order  that  to  be  paid  out  of  this  fund.  What  the  court  had  in 
mind  or  what  the  petition  states  in  applying  for  this  fund  to 
be  set  apart,  I  do  not  know,  but  it  was  to  meet  this  character 
of  obligations  ;  now,  as  to  the  statement  of  Sir  Edward  Wat- 
kin  and  Mr.  Powell,  I  suppose  they  knew  about  as  much  about 
it  as  Mr.  Sterne  does  and  no  more,  and  probably  not  half  as 
much ;  they  were  conjecturing  as  to  what  it  was  for  ;  they 
never  inquired  of  me,  and  I  could  not  have  told  them  if  they 
had  inquired,  any  more  than  I  have  told  the  Committee. 

Q.  You  stated  last  Saturday,  in  relation  to  an  advance  of 
six  hundred  and  seventy  odd  thousand  dollars  to  Mr.  McHenry, 
that  when  you  came  to  your  office,  or  rather  when  you  became 
President  of  the  railroad  company,  you  found  that  an  advance 
of  $115,000  had  then  already  been  made,  or  $75,000;  when  did 
you  become  President  of  the  Erie  Eailway  Company  ?  A.  On 
the  12th  or  14th  of  July,  1874 ;  I  don't  recollect  which. 

Q.  Did  Mr.  Watson  continue  to  act  as  President  after  you 
became  president  ?    A.  He  did  not. 


1435 

Q.  Did  lie  do  any  single  act  as  President  after  you  became 
President  ?     A.  Not  to  my  knowledge. 

Q.  Is  it  conceivable  that  be  should  have  paid  $75,000  or 
$115,000,  to  Mr.  Barlow,  as  agent  for  Mr.  McHenry,  without 
your  knowledge,  after  you  became  President?  A." I  should 
think  not. 

Q.  Let  me  draw  your  attention  to  Mr.  Barlow's  testimony  : 
"  When  did  Mr.  McHenry  request  you  to  borrow  that  $75,000  ? 
"A.  By  cable,  the  day  before,  I  think.  Q.  Did  he  mention  that 
"  sum?  A.  I  do  not  remember;  I  think  he  mentioned  $100,000 ; 
"  his  request  was  to  borrow  $100,000.  Q.  Of  what  date  ?  A. 
"  August  26,  1874." 

Q.  You  were  then  President?     A.  Yes,  sir. 

Q.  He  proceeds  to  say  :  "  You  said  something,  I  think,  as  to 
"the  judgment?  A.  Yes.  Q.  Was  it  in  connection  with  that 
"  $75,000  ?  A.  Yes,  sir ;  as  attorney  for  Mr.  McHenry,  I  re- 
"  covered  judgment  against  the  Erie  Company,  for,  I  think, 
"  $75,000,  and  when  I  made  this  application  to  lend  Mr.  Mc- 
"  Henry  $75,000,  Mr.  Jewett  agreed  to  do  it,  if  I  would  give 
"  the  judgment  which  I  had  just  recovered  as  collateral, 
"which  I  did." 

Q.  Is  Mr.  Barlow  wrong  in  stating  that  you  agreed  to  make 
that  first  advance  ?  A.  That  is  not  ther first  advance  ;  previous 
to  my  coming  here  money  had  been  advanced  on  account  of 
that  loan ;  I  do  not  recollect  the  details  with  regard  to  that 
$75,000,  or  with  regard  to  that  judgment ;  there  was  a  judg- 
ment against  the  company  in  favor  of  McHenry  for  I  think 
$75,000,  upon  which  execution  could  then  have  been  issued  at 
any  day  and  the  money  have  been  made  out  of  it ;  as  to  agree- 
ing to  receive  that  as  collateral,  I  have  no  recollection  at  all ; 
Mr.  Barlow's  recollection  is  very  good  ;  that  may  be  a  correct 
statement ;  I  don't  know. 

Q.  Was  not  the  $75,000  the  very  first  advance  that  was 
made  which  makes  up  part  of  the  six  hundred  and  seventy  odd 
thousand  dollars  which  was  read  from  the  account  by  you  ?  A. 
I  think  not ;  but  whether  it  was  or  not,  it  would  not  have  made 
the  slightest  difference  in  the  condition  matters  were  in  then  ; 
our  dependency  upon  McHenry,  that  is,  his  having  a  large 
amount  of  assets  of  ours  which  he  had  in  hand  and  which  I 
was  moving  to  try  to  get  control  of,  would  have  led  me  to  have 
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done  any  reasonable  thing  to  maintain  kindly  relations  with 
him  ;  it  would  not  have  made  the  slightest  difference. 

Q.  Did  you  then  know  that  Mr.  McHenry  was  largely  the 
debtor  of  your  company?  A.  I  do  not  know  that  he  was 
largely  the  debtor  ,  I  did  not  know  the  condition  of  the  second 
bonds ;  I  knew  that  there  had  been  so  many  bonds  issued  ;  I 
.  knew  that  they  were  outstanding  ;  I  knew  that  they  had  been 
delivered  in  London  to  McHenry  and  the  London  Banking 
Association ;  I  knew  we  had  no  account  of  them  ;  I  knew  that 
we  were  in  need  of  money,  and  that  we  must  get  it  either  from 
the  proceeds  of  those  bonds,  if  they  had  been  sold,  or  secure 
the  control  of  them  that  we  might  sell  them ;  I  knew  all  these 
things. 

Q.  Mr.  Stebbins  was  chairman  of  the  Finance  Committee  at 
that  time,  was  he  not  ?     A.  He  may  have  been. 

Q.  Don't  you  know  that  he  was  ?  A.  I  do  not  recollect ;  I 
think  he  was. 

Q.  Let  me  draw  your  attention  to  copies  of  vouchers  which 
made  up  that  sum  of  six  hundred  and  seventy  odd  thousand 
dollars  ;  let  me  ask  you  whether  the  whole  of  them  were  not 
given  to  Mr.  Barlow  during  your  administration  (handing 
papers  to  witness)  ?  A.  What  do  you  call  these  ;  you  call 
these  vouchers  ? 

Q.  I  mean  checks  representing  the  amounts  of  money  which 
have  been  paid  ?  A.  Mr.  Sterne  asked  me  the  question  a  few 
moments  ago,  if  Mr.  Watson,  did  any  act  as  president  after 
my  assuming  the  presidency,  I  answered  no  ;  these  checks 
prove  nothing  ;  I  will  get,  if  it  is  material  for  the  Committee 
the  actual  dates  of  the  payments  of  the  allowances  ;  now,  here 
on  August  27th,  there  is  a  check  given  by  Mr.  Shearman  for 
$75,000 ;  it  purports  to  be  countersigned  by  P.  H.  Watson, 
President ;  there  is  one  of  two  things  wrong  ;  either  that  date 
is  wrong  or  it  was  not  approved  by  Mr.  Watson  as  President 
with  any  knowledge  of  mine,  and  I  have  no  idea  that  Mr. 
Shearman  would  have  issued  a  check  and  taken  the  approval  of 
Mr.  Watson  as  President,  after  I  became  President  of  the 
company  ;  therefore  there  is  something  wrong  about  it ;  I  will 
get  the  precise  dates  of  the  whole  transaction  and  furnish  it 
to  Mr.  Sterne  if  he  wants  it. 

Q.  Yes  ;  isn't  there  another  contingency,  and  that  is  that 
Mr., Watson  may  have  left  signed  checks  ahead  when  he  ceased 
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to  be  President  ?  A.  Yes ;  there  is  that  contingency ;  that 
might  have  happened. 

Q.  And  those  checks  might  have  been  used  precisely  as 
though  Mr.  TV  atson  had  continued  to  be  President  ?  A.  That 
might  have  been  done ;  it  ought  not  to  have  been  done. 

Q.  If  it  was  done  it  was  done  under  your  direction  ?  A.  No, 
sir ;  it  was  not  done  under  my  direction  ;  without  my  knowl- 
edge. 

Q.  Tou  don't  mean  to  say  that  Mr.  Shearman  would  tear 
out  a  check  of  $75,000  signed  by  Mr.  Watson,  from  your 
check-book  and  give  it  to  Mr.  Barlow  without  your  consent  ? 
A.  If  it  was  in  pursuance  of  a  previous  order  of  the  Board ;  I 
would  not  have  advanced  to  Mr.  McHenry  or  anybody  else 
$75,000  without  authority  of  the  Board ;  if  the  Board  had 
directed  the  transaction  Mr.  Shearman  or  any  other  Treasurer 
would  have  issued  the  check  without  asking  me  to  approve  it. 

Q.  Mr.  Barlow  was  then  a  member  of  the  Board,  was  he  not  ? 
A.  Yes,  sir. 

Q.  He  would  be  likely  to  remember  as  to  what  took  place 
and  what  influenced  the  Board  in  its  action  ?  A.  Yes  ;  I  should 
think  so. 

Q.  In  relation  to  this  loan?     A.  Yes,  sir. 

Q.  Let  me  draw  your  attention  to  this  question  to  Mr.  Bar- 
low :  "  Q.  Then,  you  wish  to  be  understood,  do  yon,  that  this 
" Finance  Committee  of  the  Erie  Railway  Company  used  five 
"  hundred  odd  thousand  dollars  of  the  money  of  the  Brie 
"  Railway  Company,  because  one  of  the  members  of  the  Fin- 
"  ance  Committee  was  a  friend  of  Mr.  McHenry  ?  A.  Yes ; 
"  that  is  one  reason;  he  loaned  it  on  very  good  security — stock 
"  was  then  selling  at  64,  and  they  loaned  at  about  50."  A. 
Any  such  statement  of  Mr.  Barlow  or  any  other  man  living  is 
a  mistake  ;  there  was  no  advance  to  Mr.  McHenry  because  of 
any  relations  between  Mr.  Stebbins  and  Mr.  McHenry,  or  any 
other  man  and  Mr.  McHenry  ;  I  cannot  believe,  at  least  I 
would  be  utterly  astonished,  to  find  that  Mr.  Barlow  ever  gave 
such  testimony. 

Q.  I  am  reading  it  to  you  from  his  testimony  ?  A.  I  have 
no  doubt  you  think  so,  and  it  may  be  true,  but  if  so,  it  is 
imaginary. 

Mr.  Shipman — Is  that  the  testimony  given  in  the  London 
suit? 
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Mr.  Sterne — Yes. 

Mr.  Shipman — How  is  it  authenticated  ? 

Mr.  Sterne — I  will  have  it  authenticated  if  yon  desire ;  if 
you  have  the  slightest  doubt  about  any  part  of  it. 

The  Chairman  —  Its  presentation  here  in  evidence,  of  course 
would  be  improper  without  it  is  fully  authenticated,  and  I 
think  it  should  be  known  to  be  his  testimony  before  using  it 
as  data  for  cross-examination ;  I  do  not  think,  however,  that 
Mr.  Jewett  will  be  misled  thereby  in  any  respect;  we  do  not 
want  any  testimony  or  any  information  that  is  not  certainly 
reliable,  and  made  as  much  so  as  possible. 

By  Mr.  Sterne  : 

Q.  Can  you  explain  the  fact  why  it  is  that  you  saw  fit  to  pay 
the  McHenry  judgment  against  the  Erie  Railway  Company  at 
a  time  when  McHenry  was,  as  you  claim,  and  as  is  doubtless 
true,  indebted  to  the  Erie  Railway  Company  to  the  amount  of 
two  and  a  half  millions  of  dollars  and  more  ? 

The  Chairman— Do  you  mean  a  judgment  to  the  amount  of 
$2,500,000? 

Mr.  Sterne—  No.  Mr.  McHenry,  it  appears,  acting  through 
Mr.  Barlow,  as  counsel,  obtained  a  judgment  against  the  Erie 
Railway  Company  for  $75,000,  which  judgment  was  paid  in 
1874  or  early  in  1875 — I  don't  exactly  know  when — a  few 
weeks  or  a  few  months  prior  to  the  insolvency  of  this  corpora- 
tion, and  at  a  time  when  it  was  known  to  the  officers  of  this 
corporation  that  Mr.  McHenry  was  heavily  and  largely  in- 
debted to  them  to  the  extent  of  two  and  a  half  million  dollars. 

The  Witness — This  judgment  against  the  company  and  in 
favor  of  McHenry,  according  to  my  recollection,  was  obtained 
some  time  early  in  1871 ;  I  don't  recollect  the  date  ;  when  it  was 
paid  or  authorized  to  be  paid  to  McHenry  I  did  not  know,  and 
had  no  reason  then  to  suppose  that  McHenry  was  the  debtor 
of  the  company  ;  if  I  had  any  reason  to  suppose  anything, 
any  reason  to  place  the  slightest  confidence  in  his  statements 
or  the  statements  of' the  parties  with  whom  he  was  associated, 
I  had  reason  to  suppose  that  the  company  was  then  largely 
his  debtor,  because  he  claimed,  according  to  my  recollection,  to 
be  largely  in  advance  to  the  company  over  and  above  anything 
he  had  realized  from  the  sale  of  bonds  ;  therefore  we  did  not 
pay  it  to  McHenry  when  we  knew  he  was  the  debtor ;   we 
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paid  it,  according  to  my  recollection,  when  I  had  reason  to 
suppose  to  the  contrary ;  it  was  not  until  we  made  an  effort 
to  get  a  settlement  out  of  McHenry,  to  know  the  condition  of 
the  account  and  to  ascertain  where  the  bonds  were  which  had 
not  been  disposed  of,  or  where  the  proceeds  thereof  were  if 
they  had  been  disposed  of  and  were  not  accounted  for-  it  was 
in  the  course  of  the  effort  to  obtain  that  accounting  that  the 
facts  were  developed  upon  which  we  based  a  claim  against 
hiin,  he  still  claiming,  however,  and  professing  to  claim  to  the 
present  time  that  we  are  his  debtor  instead  of  he  our  debtor. 

By  Mr.  Baker  : 

Q.  What  p'eriod  of  time  elapsed  between  the  recovery  of  the 
judgment  and  the  payment  of  this  $75,000?  A.  I  cannot  tell 
you  ;  my  recollection  is  that  the  judgment  was  in  force  when  I 
went  there  ;  that  is  my  recollection  ;  the  judgment  may  have 
been  entered  after  I  came  to  New  York  ;  I  don't  know. 

Mr.  Shipman — If  it  is  important  those  dates  will  be  fixed. 

Mr.  Sterne — I  think  it  is  of  very  considerable  importance 
that  those  dates  should  be  fixed. 

The  Witness — We  paid  out,  according  to  my  recollection, 
upon  that  judgment  but  $26,000 ;  that  is,  the  balance  of  it  went 
to  the  credit  of  McHenry  in  his  account ;  there  was  but  $26,000, 
or  about  that,  in  money  paid  out ;  the  balance  of  the  $75,000 
was  credited  to  his  account. 

By  Mr.  Sterne  : 

Q.  When  was  it — you  have  not  as  yet  answered  my  question 
as  to  dates — when  was  it  that  you  discovered  that  Mr.  Mc- 
Henry was  largely  the  debtor  of  the  Erie  Railway  Company  ? 
A.  I  cannot  answer  as  to  time  ;  I  cannot  give  the  date. 

Q. '  Can  you  give  the  date  approximately  ?  A.  It  was  a 
growing  impression  and  conviction. 

Q.  Was  it  before  or  after  you  became  Receiver  ?  A.  The 
difficulty  originated  before  I  became  Receiver ;  I  think  it 
would  be  better  probably  that  I  should,  instead  of  answering 
that  question  as  I  do,  say  that  I  cannot  give  the  date. 

The  Chairman — You  may  furnish  the  date  later. 

The  Witness — I  think  it  would  be  better  for  me,  however,  to 
give  a  little  history  of  how  this  conviction  was  worked  up ; 
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I  say  I  cannot  give  you  that  date ;  now,  if  the  Committee 
wants  a  statement  from  me,  as  to  how  I  arrived  at  the  con- 
clusion that  McHenry  was  our  debtor,  I  am  willing  to  go  on 
and  state  it. 

The  Chairman — You  can  state  that  later.  At  any  time  when 
you  are  called  upon  to  answer,  you  may  answer  in  such  a 
manner  as  to  leave  you  unprejudiced  before  the  people. 

The  Witness — Well,  I  cannot  give  you  that  date. 

,  By  Mr.  Sterne  : 

Q.  Can  you  state  whether  it  was  before  or  after  you  became 
Eeceiver  ?     A.  Before. 

Q.  You  became  Eeceiver  in  May,  1875  ?     A.  Yes,  sir. 

Q.  If  you  will  look  at  that  certified  copy  of  the  judgment 
order  in  the  McHenry  suit  you  will  see  that  the  judgment  was 
recovered  July  25th,  1874,  therefore,  after  you  became  Presid- 
ent? (Handing  witness  the  paper,)  A.  I  have  no  reason  to 
doubt  that  being  the  correct  date. 

Q.  Therefore,  your  impression  was  a  wrong  one  that  the 
judgment  had  existed  prior  to  your  becoming  President  ?  A. 
My  impression  was  wrong,  if  that  is  so. 

Mr.  Sterne — I  desire  to  have  this  marked  for  identifica- 
tion. 

Mr.  Baker— Is  this  the  $75,000  judgment. 

Mr.  Sterne— That  is  the  $75,000  judgment. 

(Marked  for  identification  "  Erie  Railway  Company,  Exhibit 
1,  August  25th,  1879.") 

Q.  Do  you  recollect  a  meeting  on  the  13th  of  May,  1875  of 
the  Board  of  Directors  of  the  Erie  Railway  Company,  the 
meeting,  I  believe,  just  prior  to  the  appointment  of  the  Re- 
ceiver ?  A.  I  don't  recollect  the  meeting  or  the  date  ;  we  had 
meetings. 

Q.  If  I  should  read  you  the  minutes  of  that  meeting,  do  you 
think  you  would  remember  whether  or  not  that  was  the  date  ? 
A.  I  would  probably  remember,  not  the  date,  but  the  subject 
matter  of  the  proceedings. 

The  Chairman — You  can  ask  the  date  in  comparison  with 
other  events,  but  to  ask  for  a  date  abstractly  is  taxing  any 
ones  memory. 

Mr.  Sterne — At  this  meeting,  according  to  the  book  of 
minutes,  there  were  present  the  President  and  Messrs.  Baltzer, 
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Barlow,  Duncan,   Grant,   Gray,   Johnston,    Meyer,   Morgan, 
Parker,  Ramsdell,  Roberts,  Robinson,  Schuchardt  and  Stebbins. 
"  The  President  reported  313  Boston,  H.  and  Erie  bonds, 
loaned  to  the  New  England  and  N.  Y.  Railway  Co." 
The  Chairman — This  does  not  go  on  the  record  at  all. 
Mr.  Sterne — This  that  I  am  now  reading,  I  should  like  to 
have  on  the  minutes  as  a  part  of  the  question. 
The  Chairman — State  your  question  ? 

Mr.  Sterne — (Reading)  "  Mr.  Stebbins,  on  behalf  of  the 
'  Finance  Committee,  reported  the  substance  of  a  proposal  ad- 
'  dressed  to  the  officers  of  the  company  by  Mr.  McHenry, 
'  through  his  counsel,  Messrs.  Gray  &  Davenport,  tothefollow- 
'  ing  effect :  That  in  1874  Mr.  McHenry  had  recovered  a  judg- 
'  ment  against  the  company  for  $74,025.28 ;  that  of  this 
'  amount  the  sum  of  $1,832.29  was  due  to  Mr.  Barlow,  who 
'  had  commenced  the  action  as  his  counsel,  for  the  costs 
'  thereof ;  that  the  further  amount  of  $25,000  had  been  ad- 
'  vanced  as  a  loan  to  Mr.  McHenry  by  Mr.  Barlow,  and  that 
'  Mr.  McHenry  desired  that  the  sum  so  advanced  together 
'  with  the  costs,  should  be  paid  to  Mr.  Barlow,  and  the  re- 
'  mainder  of  the  amount  of  the  judgment  recovered  should  be 
'  credited  to  him,  Mr.  McHenry,  in  his  account  with  the  com- 
'  pany.  The  Committee  further  stated  that  they  were  satis- 
'  fled  from  receipts  produced  that  the  advance  so  stated  had 
'  actually  been  made  by  Mr.  Barlow,  and  they  therefore  re- 
'  port,  that  in  their  judgment  the  matter  should  be  recom- 
mitted to  the  President  with  the  recommendation  and  au- 
'  thority  of  the  Board  to  adjust  and  settle  the  same  in  the 
•'  manner  proposed  by  Mr.  McHenry 's  counsel. 

"  On  motion  the  report  was  approved  and  the  subject  referred 
'  to  the  President  with  authority  to  carry  out  the  recommenda- 
tion of  the  Committee." 
Q.  Do  you  remember  such  action  ?     A.  I  do  not ;  as  to  the 
details  of  the  action  I  do  not  remember ;  I  have  no  doubt  you 
have  it  correctly   stated  however ;  there  was   action  of  that 
kind. 

Q.  And  that  was  within  a  few  weeks  or  within  a  few  days  of 
the  company's  assets  being  in  your  hands  as  Receiver  ?  A.  If 
you  have  the  date  right  there ;  I  don't  recollect  the  date. 

Q.  And  in  conformity  with  that  resolution  you  paid  the 
$25,000  and  the  $1,832.29  to  Mr.  Barlow  for  advances  made 
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by  him  to  Mr.  McHenry  ?  A.  I  have  no  recollection  of  it ;  I 
have  no  doubt  it  was  done  ;  I  cannot  carry  every  transaction 
of  the  Erie  Company  in  my  head ;  I  carry  a  good  many  but 
not  every  one ;  I  have  no  doubt,  however,  it  was  done  as  there 
stated. 

Q.  Pray  why  should  the  Erie  Eailway  Company  have  paid 
Mr.  McHenry's  debts  to  Mr.  Barlow?  A.  The  Erie  Railway 
Company  was  not  paying  Mr.  McHenry's  debts  to  Mr.  Bar- 
low; Mr.  McHenry  had  at  that  time  a  judgment  against  the 
Erie  Railway  for  $75,000  ;  Mr.  McHenry  could  have  recovered 
and  made  that  entire  judgment  by  levying  upon  the  property 
of  the  Erie  Railway ;  he  agreed,  however,  that  instead  of  doing 
that  he  would  credit  the  difference  between  $26,000  and 
$75,000,  that  is,  that  we  might  credit  it  upon  our  books  to  his 
account ;  in  other  words,  he  would  pay  us  that  amount  if  we 
would  pay  the  balance,  $26,000,  to  Mr.  Barlow,  for  which 
balance  we  also  had  credit  in  our  account  against  McHenry ; 
the  result  of  the  operation  was  simply  that  to  avoid  any  trouble 
with  McHenry,  or  execution,  we  agreed  to  advance  for  him  in 
part  payment  of  that  judgment,  $26,000  to  Mr.  Barlow,  we 
having  credit  for  the  balance  upon  our  claim  against  him. 

Q.  But  by  that  time  you  already  knew  that  he  was  indebted 
to  you  largely  in  excess  of  that  amount ;  could  not  you  have 
stayed  execution  on  the  fact  that  he  was  largely  your  debtor 
and  you  not  at  all  his?  A.  I  was  convinced  at  that  time  that 
McHenry  was  largely  our  debtor,  but  any  practical,  sensible 
business  man  would  at  once  realize  that  no  business  man, 
having  charge  of  interests  of  the  magnitude  involved  in  this 
controversy,  would  for  $75,000  create  a  state  of  feeling  between 
himself  and  a  party  living  abroad,  and  having  abroad  millions 
of  his  assets ;  until  the  breach  between  the  company  and  Mc- 
Henry was  open  and  there  was  no  hope  of  a  reconciliation  or 
no  hope  of  a  compromise,  I  should  have  paid  $75,000,  or  twice 
or  thrice  $75,000,  having  the  amount  thereof  credited  upon  his 
account  rather  than,  in  the  then  condition  of  things,  institute 
proceedings  here,  by  which  he  might  have  had  some  pretext  or 
excuse  for  inaugurating  hostile  proceedings  in  London,  where 
all  our  assets  were. 

Q.  Tou  don't  mean  to  say  that  all  your  assets  were  in  Lon- 
don ?  A.  I  mean  to  say,  all  of  our  assets  so  far  as  it  had  ref- 
erence to  that  twenty-five  million  loan. 
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Q.  You  mean  the  assets  in  the  hands  of  McHenry  ;  he  had 
control  of  that  already,  hadn't  he  ?  A.  He  had  control  of  that, 
and  hence  for  $75,000  I  would  have  regarded  myself  a  great 
fool  to  have  got  into  a  controversy  with  Mr.  McHenry. 

Q.  Then  it  was  not  fear  of  an  execution  ?  A.  I  say  he  could 
have  made  his  money  by  an  execution. 

Q.  "Was  not  the  property  in  the  hands  of  a  Eeceiver  within 
a  few  days  thereafter  ;  he  could  have  got  nothing  by  his  exe- 
cution ?  A.  At  that  time  I  had  no  more  idea  that  the  Erie 
Kailway  Company  would  go  into  the  hands  of  a  Receiver, 
than  I  have  an  idea  that  the  New  York,  Lake  Erie  &  Western 
will  to-morrow ;  that  is  rather  strong ;  I  did  foresee  difficul- 
ties ;  I  do  not  now. 

Q.  You  did  not  anticipate  the  difficulties  of  the  Erie  Rail- 
way Company  by  two  weeks  ?  A.  I  say  I  did  at  that  time  an- 
ticipate difficulties  that  I  do  not  now  ;  the  first  statement  was 
rather  broad. 

Q.  Previous  to  that  time  an  effort  had  been  made  to  settle 
with  Mr.  McHenry,  had  there  not,  through  the  instrumentality 
of  Mr.  John  A.  C.  Gray,  and  had  failed  ?  A.  There  were  sev- 
eral efforts  made. 

Q.  Will  you  confine  yourself  to  that  one  effort  ?  A.  No,  not 
to  that  one  ;  I  cannot  separate  them. 

Q.  Well,  just  answer  my  question  ;  I  must  insist  upon  it  ? 
A.  I  don't  care  what  you  insist  upon. 

Q.  I  must  insist  upon  it  ?  A.  You  may  insist  as  much  as 
you  please. 

Q.  My  question  is  whether  before  that  time  an  effort  had  not 
been  made  through  the  instrumentality  of  Mr.  John  A.  C. 
Gray,  to  have  a  settlement  with  Mr.  McHenry,  and  that  that 
effort  had  failed?  A.  I  don't  recollect,  as  I  have  stated,  the 
precise  date  of  this  paper,  or  of  this  meeting  of  the  Board  ;  if 
it  was  at  any  time  in  the  month  of  May,  1875,  or  within  several 
months  of  May,  1875,  I  had  made  divers  efforts  to  settle  with 
Mr.  McHenry  ;  the  first  effort  to  settle  with  Mr.  McHenry  after 
I  came  here  was  through  the  intervention  of  Mr.  Gray ;  the 
Board,  at  my  recommendation — that  is,  the  recommendation 
that  an  agent  should  be  sent  —selected  Mr.  Gray  to  go  abroad 
to  see  if  it  was  possible  to  adjust  our  accounts  and  difficulties 
with  Mr.  McHenry,  with  the  London  Banking  Association,  and 
with  the  other  parties,  who  held  our  interests  in  their  hands, 
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in  London  ;  that  failed ;  my  next  effort  was  through  Mr.  Dun- 
can, who  was  going  to  London  on  other  business,  and  I  re- 
quested him  to  call  and  see  if  there  was  not  some  prospect  or 
some  way  of  adjusting  these  difficulties  ;  the  next  was  through 
Mr.  Hugh  McCulloch ;  after  Mr.  Gray's  return,  I  sent  to  Mr. 
McCulloch  Mr.  Gray's  report  of  his  efforts,  and  of  the  nego- 
tiations between  him  and  these  parties,  and  asked  him  to  in- 
tervene and  see  if  they  could  not  be  adjusted  without  litiga- 
tion ;  he  exhausted  his_,resources  ;  he  could  not  succeed ;  then 
it  was  that  these  suits  were  brought. 

Q.  Were  all  these  efforts  before  or  after  the  appointment  of 
yourself  as  Receiver  ?  A.  Before  ;  wait  a  moment ;  I  am  not 
confident ;  I  think  I  continued  the  exertions  some  time  after  I 
was  appointed  Receiver,  but  I  cannot  state. 

Q.  Which  exertion,  if  any,  did  you  continue  after  you  were 
appointed  Receiver,  of  those  that  you  have  enumerated  ?  A. 
My  recollection  is,  if  any,  it  would  be  Mr.  McCulloch's  ;  with 
the  exception  of  after  Mr.  McCulloch's  efforts — and  whether 
that  was  closed  before  or  after  the  appointment  of  a  Receiver, 
I  do  not  know — I  then  instructed  the  counsel  who  had  charge 
of  the  case  to  see  what  they  could  do,  to  bring  about  a  settle- 
ment. 

Q.  Before  Mr.  Gray  went  to  Europe  you  had  a  statement  of 
an  account  from  Mr.  McHenry,  had  you  not  ?  A.  I  think  not; 
no,  sir. 

Q.  When,  do  you  remember,  was  it  that  you  had  the  first 
statement  of  an  account  ?  A.  I  do  not  think  we  ever  had  one ; 
I  think  that  was  one  of  the  troubles  ;  we  could  not  get  one, 
and  I  think  even  while  Mr.  Gray  was  in  Europe — according  to 
Mr.  Gray's  report,  that  is  all  I  know  about  it — I  think  he 
stated  the  account  in  divers  different  forms,  one  day  one  way 
and  another  another. 

Q.  Had  not,  you  a  statement  of  an  account  upon  the  basis 
of  which  your  impression  was  created,  which  you  have  testi- 
fied to  this  morning,  that  you  were  at  first  under  the  impres- 
sion, from  what  McHenry  and  his  friend  stated,  that  the  Erie 
Railway  Company  was  largely  in  his  debt  ?  A.  I  never  had 
such  an  impression ;  I  say  if  I  should  have  drawn  an  impres- 
sion or  conclusion  from  McHenry's  statement  it  would  have 
been  to  that  effect;  but  of  course  I  never  entertained  that 
opinion,  because,  from  the  outset,  the  books  show  that  there 
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were  a  large  amount  of  outstanding  bonds  which  had  not 
been  accounted  for,  and  that  either  Mr.  McHenry  had  those 
bonds  undisposed  of,  or  if  he  had  disposed  of  them,  he  was  in 
the  custody  of  a  large  amount  of  our  money ;  so  that  I  could 
not  believe,  under  any  circumstances,  that  we  were  his  debtor ; 
he  claimed  that,  however,  as  he  claims  now. 

Q.  Wasn't  it  at  the  time,  or  during  Mr.  Gray's  stay  in 
Europe,  that  a  large  amount  of  those  Second  Consolidated 
Mortgage  bonds  were  sold  to  Mr.  McHenry  at  prices  ranging 
from  58  to  64?  A.  While  Mr.  Gray  was  in  Europe — I  don't 
recollect  the  precise  date — there  was  disposition  made  of  large 
amounts  of  those  bonds,  and  to  the  extent  of  the  disposition 
made  by  Mr.  Gray  we  realized  some  funds — a  considerable 
amount ;  whether  the  full  amount  or  not  I  don't  recollect. 

Q.  Don't  you  recollect  that  my  figures  are  correct?  A- 
What? 

Q.  As  to  the  prices  at  which  these  bonds  were  sold  to  Mr. 
McHenry  and  his  friends,  from  58  to  64?  A.  I  do  not 
recollect. 

Q.  Have  you  any  recollection  upon  the  subject?  A.  The 
figures  are  a  little  in  advance  of  my  recollection ;  instead  of 
58  my  recollection  would  bring  some  of  them  down  to  48. 

Q.  And  the  highest  at  what?  A.  62;  but  my  recollection 
upon  that  subject  is  very  indistinct. 

Q.  There  was  a  large  amount  of  discount  allowed  ?  A.  An 
unmitigated  f  raud  upon  the  company,  inexcusable,  unjustifiable 
and  which  I  am  trying  to  remedy,  and  some  gentlemen  are 
trying  to  prevent  it ;  I  don't  mean  that  you  are — some  gen- 
tlemen. 

Q.  I  am  trying  to  help  you  ;  I  agree  with  you ;  it  was  a  great 
fraud  ;  you  do  not  recollect,  therefore,  the  items  of  any  account 
that  Mr.  McHenry  has  furnished;  my  object  in  drawing  your 
attention  to  the  McHenry  account,  especially  just  now  is  to 
find  out  from  you  to  what  degree,  either  by  you  or  your  prede- 
cessors, large  payments,  amounting  in  the  aggregate  to  some- 
thing like  16,000  or  18,000  pounds,  I  can't  be  positive  as  to  the 
exact  amount — somewhere  around  $100,000 — were  made  by 
Mr.  McHenry  for  the  purchase  of  proxies  and  charged  to  the 
Erie  Eailway  Company,  and  that  charge  paid  out  of  its  treasury, 
practically  and  substantially,  by  allowing  it  on  the  account  of 
Mr.  McHenry  ?    A.  I  don't  think  that  any  such  accounts  of 
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charges  for  proxies  were  presented  during  the  administration 
of  Mr.  "Watson. 

Q.  Allow  me  one  moment ;  I  don't  want  to  interrupt  you, 
but  Mr.  Little  was  subpoened  to  produce  the  McHenry  account, 
because  that  tells  its  own  story  ?  A.  When  I  became  Presi- 
dent of  the  rot1  d,  as  I  have  stated  to  the  Committee,  the  elec- 
tion was  principally  through  proxies  ;  those  proxies  were 
either  to  Mr.  Barlow  individually,  or  Barlow  and  Watson 
jointly,  or  to  Sharp  individually,  or  Sharp  and  Barlow  jointly ; 
I  don't  re(  ollect  how  they  were  ;  before  the  next  election,  being 
impressed,  as  I  always  have  been — it  is  not  a  new  question — 
that  the  use  of  proxies  in  the  way  they  are  used  in  this  country, 
is  wrong  and  calculated  to  demoralize  corporations,  calculated 
to  cultivate  a  degree  of  looseness  that  ought  to  be  avoided, 
and  rendering  the  whole  thing  unhealthy — I  say  before  the 
next  election  I  called  the  attention  of  the  Board  to  it,  and  ad- 
vised that  they  appoint  a  committee  of  the  Board  to  issue  an 
address  to  the  shareholders,  advising  that  they  themselves, 
either  attend  the  election  or  give  their  proxies  to  some  one 
to  represent  them  in  person. 

By  the  Chairman  : 

Q.  Will  you,  in  this  connection,  tell  the  Committee,  so  that 
it  may  go  in  evidence,  the  exact  method  pursued  in  voting  by 
proxies  ?  A.  Let  me  get  through  with  this  statement,  and 
then  I  will ;  when  McHenry  presented  his  acount  in  some  form 
or  other,  I  found  that  a  large  amount  of  money ;  I  think  some 
$d  0,000. 

Mr.  Sterne— It  was  nearer  $100,000 

The  Witness — Well,  whatever  it  is,  was  chaiged  against  the 
company  for  money  paid  out  by  him  for  proxies  ;  I  advised 
then,  and  we  have  never  withdrawn  our  refusal  to  allow  that 
charge  ;  not  because  I  had  any  reason  to  doubt  his  having  paid 
it,  but  I  believed  it  was  a  vicious  habit,  and  that  for  the  com- 
pany to  pay  out  of  its  own  treasury  the  money  which  any  agent 
had  paid  out  to  secure  proxies,  was  a  payment  not  authorized, 
and  we  never-  did  allow  it. 

By  Mr.  Stebne  : 

Q.  When  you  say  "  we  never  did  allow  it,"  do  you  mean  to 
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say  it  was  not  allowed  in  the  amount  of  his  accounts  in  the 
litigation  reduction  ?     A.  No,  sir. 

Q.  Are  you  sure  of  that  ?     A.  I  think  I  am. 

Q.  My  information  is  otherwise,  and  it  comes  very  direct  ? 
A.  I  dont  think  we  ever  allowed  it ;  the  court  may  have  allowed 
it. 

Q.  I  mean  your  attorneys,  acting  under  the  instructions  of 
the  Erie  Railway  Company,  withdrew,  as  I  understand,  objec- 
tion to  that  item  ?  A.  If  they  did  it  was  without  insrtuctions 
from  the  Erie  Company,  at  least  without  any  instructions,  to 
my  knowledge  ;  I  say  that  if  it  was  done  by  our  counsel  it  was 
without  my  knowledge,  and,  I  think,  without  my  authority  ; 
there  may  have  been  circumstances,  however,  which  would 
have  led  me  to  justify  it  if  other  advantages  were  secured  by 
it ;  with  regard  to  proxies,  I  think  one  great  error. in  the  State 
of  New  York — and  I  think,  probably,  that  is  the  secret  of  the 
whole  trouble — is,  that  stock  held  as  collateral  is  transferred 
upon  the  books  into  the  name  of  the  party  holding  it  as  security 
who  has  no  interest  in  it  other  than  as  security  for  the  debt  or 
the  advance  made  upon  it ;  he  has  the  right  to  vote  upon  it ; 
having  no  interest,  as  I  have  said,  beyond  that  of  the  value  of 
the  stock  as  security  for  his  debt ;  it  is  the  same  in  Europe,  as 
I  understand  it,  that  it  is  held  in  that  way  ;  the  party  in  whose 
name  the  stock  stands  upon  the  register  gives  his  proxy  to  A 
or  B,  for  which  a  payment  of  $2  a  share,  or  $1  a  share,  or  $5 
a  share,  according  to  the  emergency  of  the  case,  is  paid. 

By  the  Chairman  : 

Q.  To  these  parties  who  have  no  interest  other  than  as 
security  in  thi3  stock  ?  A.  Yes,  sir ;  now,  I  think,  that  is  all 
wrong ;  I  don't  think  it  would  be  right  to  preclude  a  party 
owing  stock,  who  has  an  interest  in  it  personally,  from 
being  represented  by  proxies,  because  that  would  prevent  a 
stockholder  living  at  a  distance,  or  living  abroad,  from  being 
represented  at  the  election  of  the  directors  of  his  company  at 
home  or  in  America  ;  but  proxies  issued  by  those  who  have  no 
such  interest  ought  in  some  way  to  be  regulated  and  controlled ; 
and  the  habit  of  selling  proxies  is  extremely  objectionable. 

By  Mr.  Htjsted  : 

Q.  You  say  issued  by  those  having  no  ^interest ;  you  mean 
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issued  to  those  having  no  interest  ?  A.  No ;  by  those ;  be- 
cause I  say  that  stock  deposited  as  collateral,  the  holder  of  it 
having  no  interest  other  than  its  value  as  security,  under  our 
law  and  regulations  has  the  right  to  issue  a  proxy ;  that,  I  say, 
ought  not  to  be. 

By  Mr.  Sterne  : 

Q.  Isn't  there  an  abuse  still  worse  than  the  one  you  have 
mentioned  connected  with  the  prosy  system ;  and  that  is  that 
a  large  number  of  parties  vote  upon  proxies  on  shares  standing 
in  their  name,  in  which  they  have  not  any  interest  whatever, 
even  as  pledgees  ?  A.  I  don't  consider  that  objectionable, 
because  you  may  own  1,000  shares  of  stock  ;  you  may  not  be 
able  to  attend  the  election 

Q.  You  evidently  did  not  understand  my  question?  A.  Yes 
I  do  ;  I  understand  your  question  now,  whether  you  should 
constitute  a  proxy  who  had  no  interest. 

Q.  Oh,  no  ;  doesn't  it  frequently  happen  that  parties  vote 
at  elections  for  directors,  in  New  York  and  other  railways,  who 
have  no  interest  whatever  in  the  stock  that  they  vote  upon 
either  directly  or  indirectly — I  do  not  mean  whose  attorneys 
have  not  any  interest,  who  vote  the  proxy,  but  those  who 
undertake  nominally  through  proxies  to  exercise  the  voting 
power,  have  actually  no  interest  in  the  stock  ?  A.  That  I  don't 
know  ;  I  have  no  doubt,  however,  that  there  are  cases  of  that 
kind  arising  in  this  way ;  for  instance,  you  have  a  thousand 
shares  of  stock  in  a  corporation  in  New  York ;  it  is  in  your 
name  in  the  register;  you  have  sold  it  to  Mr.  A 

Q.  And  he  does  not  get  a  transfer?  A.  Mr.  A  does  not  get 
a  transfer ;  you  have  a  thousand  more  shades,  and  vou  give 
your  proxy  to  your  clerk  to  vote  for  you  upon  the  stock  stand- 
ing upon  the  register  in  your  name  ;  that  would  include  the 
two  thousand  shares ;  and  if  you  had  had  an  outstanding 
proxy 

Q.  That  could  be  voted  upon  ?  A.  That  could  be  voted 
upon  by  this  man 

Q.  He  might  not  know  ?  A.  He  might  not  know ;  he  might 
do  it  innocently. 

Q.  Is  there  not  another  evil  about  that  proxy  system  which 
results  in  great  abuse,  and  that  is  that  large  blocks  of  shares 
are  purchased  by  bankers  for  European  account ;  those  shares 
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for  prudential  reasons  are  registered  in  the  name  of  the 
bankers  who  purchase  the  shares,  and  are  transferred  to  their 
agents  abroad  for  distribution  among  their  customers  or  clients 
who  ordered  them  to  buy  the  stock  and  whose  property  it  is  ; 
and  do  they  not  to  a  very  large  extent  vote  upon  the  stock 
which  is  thus  transferred  to  their  clients  and  in  which  they 
have  no  real  interest  whatever?  A.  lean  easily  see  how 
stock  held  in  the  form  in  which  Mr.  Sterne  states  it,  might  be 
voted  improperly  ;  I  can  easily  see  how  it  would  be  very  un- 
just to  preclude  its  being  voted  ;  upon  the  general  proposition, 
I  have  stated  my  views ;  I  have  had  no  occasion  to  consider  it 
with  a  view  to  determining  what  legislationl  would  inaugurate 
if  I  had  the  power  ;  I  can  only  say,  therefore,  that  to  remedy 
the  evils  arising  from  the  improper  use  of  proxies,  is  a  question 
deserving  the  serious  attention,  in  my  judgment,  of  the  Legisla- 
ture. 

By  the  Chairman  : 

Q.  You  have  suggested  the  prominent  evil  of  that  system  ? 
A.  Yes,  sir. 

By  Mr.  Sterne  : 

Q.  A  large  proportion  of  the  proxies  which  were  held  by  Mr. 
McHenry  at  the  various  elections  of  directors  from  1872  on- 
ward, were  held  in  that  way,  were  they  not,  and  obtained  in 
that  way  ?  A.  I  only  know  of  the  amount  of  proxies  voted 
upon  which  I  believe  generally  came  through  Mr.  McHenry, 
and  of  the  amount  of  money  which  he  paid  for  those  proxies  ; 
if  Mr.  McHenry  had  been  limited  to  a  vote  upon  his  own  stock 
simply,  he  would  have  had  but  very  little  power  or  influence  in 
the  management  of  the  company  ;  I  would  state  another  evil, 
or  what  might  be  an  evil,  in  regard  to  proxies ;  suppose  a 
company  had  twenty  or  thirty  millions  of  capital,  and  it  was 
not  able  from  its  earnings  to  pay  a  reasonable  dividend  upon 
that  capital — not  able  to  pay  more  than  one  or  two  per  cent; 
there  might  be  interest  which  could  afford  to  pay  for  the 
proxies,  which  would  give  tbem  the  control  of  that  corporation, 
more  than  anyone  could  expect  to  realize  from  dividends  upon 
its  stock ;  I  have  no  doubt  cases  of  that  kind  have  arisen, 
where  for  mere  control  parties  have  combined  together  and 
bought,  by  paying  more  to  the  shareholder  than  he  could  ex- 
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pect  to  derive  in  the  way  of  dividends  upon  his  stock,  to  enable 
them  to  control  the  corporation  for  their  personal  and  selfish 
purposes  ;  that  is  an  evil  that  ought  to  be  provided  against. 

Q.  And  thus  by  the  payment  of  a  merely  nominal  sum  on 
the  whole  capital  stock  of  the  corporation,  sinister  interests 
can  get  control  of  a  great  corporation's  property  and  hold  it 
against  the  real  owners?  A.  It  would  not  require  a  payment 
on  the  whole  ;  a  majority. 

Q.  I  mean  a  nominal  sum  upon  the  majority  of  the  mere 
nominal  capital ;  and  that  evil  still  prevails,  of  course  ?  A.  I 
don't  know  what  the  law  is  ;  if  there  is  not  a  law  regulating 
it  if  it  was  enforced,  there  ought  to  be. 

Q.  What  trouble  do  you  take  to  ascertain  as  to  continuous 
proxies,  when  such  are  voted  for  at  elections  of  your  Board,  to 
prevent  such  an  evil ;  in  other  words,  do  you  institute  any 
inquiry  whether  or  not  the  person  having  given  the  continuous 
proxy  has  parted  with  the  beneficial  element  of  his  stock  in 
the  interim  ?  A.  I  have  no  right  to  inquire  ;  as  I  understand- 
the  corporation  is  confined  to  its  register;  it  cannot  go  be- 
hind it ;  that  anyone  who  appears  in  person  or  by  proxy,  if 
he  has  standing  upon  the  books  when  they  are  closed,  so  many 
shares  of  stock  in  his  own  name,  that  the  corporation  has  no 
power  to  go  behind  that  to  inquire  whether  or  not  he  has 
sold  or  disposed  of  it,  or  has  any  interest  in  it ;  if  a  corporation 
had  that  power  it  might  frequently  protect  itself  when  other- 
wise it  has  been  embarrassed. 

Q.  And  became  the  football  of  speculators  and  operators  ? 
A.  Yes. 

Q.  Now,  your  reconstruction  scheme  provides  for  a  Reorga- 
nization Committee,  to  which  half  of  the  whole  capital  stock 
of  the  New  York,  Lake  Erie  &  Western  Railway  Company  is 
issued,  the  other  half  being  issued  to  the  true  owners  ;  is  not. 
that  a  correct  statement  ?     A.  Yes,  sir. 

Q.  This  voting  committee  hold  the  proxies  of  the  half  of 
the  whole  capital  stock  of  the  Brie  Railway  Company  until 
three  successive  dividends  on  the  preferred  stock  have  been 
paid,  do  they  not  ?     A.  I  think  so. 

Q.  Is  not  that  crystallizing  and  fastening  upon  the  com- 
munity a  proxy  system  of  the  worst  possible  character,  in  giv- 
ing the  whole  voting  power  of  the  corporation  to  three  men 
for  an  indefinite  period  of  years,  who  have  not  one  dollar  of 
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actual  interest  in  the  corporation  ?  A.  If  itis,jjthen  it  is  an  in- 
stance of  the  total  inability  of  very  judicious  and  experienced 
minds  to  devise  a  remedy  by  which  it  would  be  protected  against 
existing  evils ;  this  board  of  trustees  with  whom-  one-half — 
absolutely  one-half  of  its  stock  is  deposited — not  merely  the 
voting  power  but  the  stock  itself,  so  that  it  cannot  be  manipu- 
lated in  any  way — are  gentlemen  of  the  highest  character  in 
the  financial  and  railroad  circles  of  Europe ;  the  very  object  of 
placing  this  stock  in  their  hands  by  the  shareholders  as  a 
whole,  and  the  bondholders,  was  to  supply  this  omission  in  the 
law  ;  it  was  to  withdraw  the  company  from  the  control- of  par- 
ties who,  by  purchase  or  otherwise,  might  become  the  repre- 
sentatives of  the  balance  of  the  stock ;  instead  of  being  an 
evil,  such  as  Mr.  Sterne  has  stated,  it  was  to  protect  the  cor- 
poration against  that  very  evil ;  and  if  they  have  failed  in  de- 
vising a  remedy  it  is  a  failure  of  judgment  and  not  of  design ; 
if  any  better  one  can  be  devised  I  have  no  doubt  those  share- 
holders who  were  prominent  in  making  the  present  arrange- 
ment would,  so  far  as  they  could,  be  glad  to  avail  themselves 
of  it,  and  that  the  trustees  would  co-operate  ;  the  only  object 
of  this  provision  in  the  reconstruction  scheme  was  to  take  this 
property  out  of  the  street,  take  it  out  of  the  market  of  proxy 
buyers  and  put  it  in  the  hands,  a  majority  of  it,  of  responsible 
men,  responsible  financially,  responsible  in  character,  respon- 
sible in  position,  that  it  should  be  managed  with  a  view  to  its 
true  interests,  and  not  be  managed  to  gratify  the  selfish  scheme 
of  this  or  that  man,  and  to  prevent  the  control  of  it  being  se- 
cured by  improper  means. 

Q.  And  in  point  of  fact  the  voting  power  upon  a  majority  of 
the  stock  of  the  Erie  Kailway  Company  is  in  the  hands  of 
persons  who  do  not  own  any  portion  of  that  stock  ?  A.  They 
may  own  portions  or  not. 

Q.  I  mean  the  owning  on  their  part  of  any  shares  of  stock 
is  a  mere  incident  ?     A.  A  mere  incident. 

Q.  And  thus  you  have  divorced  the  ownership  of  the  stock 
from  the  voting  power  for  an  indefinite  number  of  years,  have 
you  not  ?     A.  Yes. 

Q.  And  you  consider  that  wise  and  judicious  ?  A.  In  this 
instance,  extremely  so. 

Q.  Well,  in  this  instance,  because  the  Erie  Eailway  Com- 
pany has  been  particularly  and  more  especially  subject  to  raids 
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and  attacks  of  all  conceivable  descriptions  by  speculators  of 
every  kind,  I  suppose  ;  is  that  the  reason  for  it  ?  A.  That  is 
one  of  the  reasons. 

Q.  You  would  not  recommend  that,  as  to  the  New  York  Cen- 
tral Road,  for  instance,  a  system  should  be  adopted  by 
which  one-half  of  the  stockholders  are  placed  in  a  position  of 
wardship,  and  the  ownership  is  separated  from  the  voting 
power,  would  you?  A.  I  have  no  doubt  the  managers  of  the 
New  York  Central  Company  and  its  owners,  are  much  better 
able  to  say  what  would  be  consistent  with  its  interests  than  I 
am  ;  I  say  that  in  regard  to  the  Erie  Railway,  in  the  absence 
of  law  to  the  contrary,  because  no  corporation  is  justified  in 
doing  an  unlawful  act — in  the  absence  of  law,  in  making  this 
arrangement  by  which  during  the  embarrassed  condition  of 
this  company  its  control  is  concentrated  where  it  is,  has  done 
that  which  will  not  only  result  largely  to  the  benefit  of  its 
shareholders,  but  has  done  that  which  instead  of  being  cen- 
sured should  be  commended  by  every  fair  minded  and  honest 
man. 

Q.  Does  not  the  judiciousness  and  propriety  of  this  act  of 
putting  the  voting  power  out  of  the  hands  of  the  actual  own- 
ers, arise  in  the  case  of  the  Erie  Railway  Company  very  largely 
from  the  fact  of  the  very  small  proprietary  interests  that  its 
directors  have  in  the  management  of  their  trust  ?  A.  That 
had  not  the  slightest  influence  with  me  in  advising  it ;  indeed, 
it  has  been  a  serious  question  with  me  whether  or  not  the  cor- 
porations of  the  country  as  a  whole,  would  not  be  much 
better  off  if  under  the  regulation  of  law,  they  were  adminis- 
tered by  parties  who  had  no  interest  other  than  to  administer 
them  faithfully,  honestly  and  in  obedience  to  law. 

Q.  You  mean  by  that,  that  it  would  be  better  for  the  rail- 
way interests  of  this  company  if  its  directors  and  managers 
had  no  interest  in  that  railroad ;  is  that  the  English  of  it  ?  A. 
If  I  was  going  to  draw  the  line  and  to  say  that  either  it  should 
be  administered  entirely  by  the  shareholders  or  that  it  should 
be  administered  by  a  body  of  men  not  shareholders,  but 
selected  by  shareholders,  I  should  elect  the  latter  instead  of 
the  former. 

Q.  "Will  you  kindly  look  at  the  list  of  directors  at  the  head 
here,  of  the  election  of  1877,  and  tell  me  whether  the  shares  of 
stock  there  set  down  against  the  names  of  those  several  direc- 
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tors,  is  correctly  put  down  (handing  witness  an  election  sheet)  ? 
A.  I  don't  know  ;  I  have  no  reason  to  doubt  it. 

Mr.  Sterne — It  appears  from  this  election  sheet  of  1877,  for 
directors  of  the  Erie  Railway  Company,  that  of  the  total 
number  of  votes  cast  at  that  election,  being  575,906,  the  board 
of  direction,  of  seventeen  elected  at  that  election,  held  4019 
shares,  of  which  number  of  directors  12  held  combinedly  18 
shares  ;  I  should  like  that  fact  to  appear  without  putting  in 
such  a  long  list  as  this  to  encumber  the  record. 

Mr.  Shipman — I  have  not  any  doubt,  but  what  that  statement 
is  correct,  still  we  reserve  the  right  to  examine  it. 

Q.  Mr.  Barlow  in  his  testimony  said  that  it  was  Mr.  Mc- 
Henry's  proxies,  that  elected  the  boards  of  the  Erie  Railway 
Company  from  187'2  to  1877  ;  is  he  right?     A.  I  think  not. 

Q.  When  did  Mr.  McHenry's  proxies  cease  to  elect  the 
board?  A.  I  don't  think  in  1875,  he  had  a  preponderating  in- 
fluence ;  he  may  have  had  ;  in  1876  and  1877,  it  was  compar- 
atively small. 

Q.  The  preponderating  influence  was  elsewhere  ?  A.  Yes, 
sir. 

Q.  In  Sir  Edward  Watkin's  hands?     A.  No,  in  mine. 

Q.  Sent  to  you  by  Sir  Edward  Watkin  ?  A.  No,  sir  ;  sent 
to  me  by  the  parties  themselves. 

Q.  None  of  it  came  through  Sir  Edward  Watkin  ?  A.  It 
may  have  done  so  ;  I  can't  tell  you  ;  the  foreign  proxies  came 
largely  through  their  office ;  but  the  domestic  proxies  came 
to  me  direct. 

Q.  But  at  that  time  the  Erie  Railway  Company's  stock  was 
very  largely  held  abroad,  wasn't  it  ?     A.  Quite  so. 

Q.  The  majority  of  it  was  held  there?     A.  I  think  so. 

Q.  Until  recently  substantially  the  whole  stock  ?  A.  Oh, 
no  ;  a  large  majority. 

Q.  Do  you  obtain  a  salary  as  President  of  the  New  York, 
Lake  Erie  and  Western  Railroad?     A.  No,  sir. 

Q.  Do  you  mean  by  that  answer  to  state  that  the  salary  has 
not  yet  been  fixed  or  is  never  to  be  fixed  ?  A.  It  has  not 
been  fixed  and  will  not  be  ;  I  suppose  it  is  perfectly  under- 
stood that  so  far  as  my  salary  is  concerned  I  am  now  being 
paid  a  salary  as  Receiver  ;  so  long  as  I  am  paid  that,  so  long 
as  the  Receivership  continues,  I  do  not  expect  to  charge  any- 
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thing,  and  I  have  no  idea  that  the  board  expects  to  pay  me 
anything  for  my  duties  as  President ;  I  would  not  receive  it. 

Q.  And  that  salary  as  Eeceiver  continues  at  the  rate  which 
was  fixed  by  the  court  ?    A.  Yes,  sir. 

Q.  No  change  in  that  respect  ?     A.  No,  sir. 

Q.  You  are  familiar  with  the  contracts  known  as  the  car 
trust  leases?     A.  Yes,  sir. 

Q.  Will  you  kindly  explain  to  the  Committee  why  it  is  that 
with  a  fund  of  several  millions  of  dollars  raised  for  purposes  of 
construction  and  equipment  for  the  Erie  Railway  Company  by 
the  voluntary  action  of  the  shareholders,  the  Erie.  Eailway 
Company  or  its  Construction  Committee,  do  not  buy  their  or 
its  own  rolling  stock  ?  A.  Yes,  sir  ;  our  estimates  made  after 
examination — careful  investigation  for  improving  the  road,  put- 
ting it  in  the  condition  of  a  first  class  road,  was  a  fraction  over 
$14,000,000 ;  at  the  time  we  determined  upon  that  scale  of  im- 
provement, we  supposed  that  the  a  ssessment  fund  together  with 
the  earnings,  which  the  First  and  Second  Consolidated  bond- 
holders had  agreed  to  postpone,  would  leave  an  amount  equal, 
we  hoped,  to  that  estimate  of  improvements  ;  that  estimate  in- 
cluded cars,  engines  and  everything  that  was  needed  for  the 
perfect  completion  of  the  road  ;  the  assessments  were  as 
general  as  we  expected  but  they  were  not  as  large  as  we  ex- 
pected ;  that  is  offering  to  those  who  would  pay  a  six  dollar 
assessment  an  income  bond  we  supposed  would  induce  all 
the  shareholders  to  pay  the  $fi  dollars  of  the  common  stock ; 
in  that  we  were  disappointed ;  tjut  a  small  portion  of  them 
elpcted  to  pay  the  $6,  but  did  elect  to  pay  the  $4 ;  this,  with 
the  reduced-  earnings,  left  a  very  large  margin  between  the 
amount  really  to  be  realized  and  the  amount  of  the  assessment; 
consequently,  to  have  as  much  of  that  fund  as  we  could  have 
for  the  permanent  structures  upon  the  road,  we  looked  to  some 
other  means  of  acquiring  equipment — rolling  stock  ;  or  rather 
cars,  engines  we  otherwise  provided  for;  to  do  that  we  created 
what  we  call  a  car  trust ;  that  is,  we  created  a  board,  and  to 
save  expense  it  is  generally  distributed  among  the  officers  or 
directors  of  the  company,  who  constituted  an  association  ;  they 
issue  a  proposition  to  car  builders 

Q.  Let  me  suggest  to  you  we  have  in  evidence  the  car  trust 
lease  and  the  articles  of  agreement,  and,  therefore,  you  can 
save  yourself  the  trouble  of  stating  the  contents  of  them  ?    A. 
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I  am  not  going  to  state  the  contents  ;  they  issue  propositions 
to  car  builders  to  know  for  what  they  will  build  our  cars,  pay- 
able in  the  certificates  of  this  trust  in  monthly  or  quarterly  in- 
stalments, they  to  run  for  five  years ;  to  secure  the  car  builders 
they  created  a  trustee  to  whom  the  cars  were  delivered,  and 
from  whom  we  lease  them  ;  that  is  to  prevent  the  cars,  in  the 
event  of  misfortune  befalling  the  company,  being  diverted  from 
those  who  built  them  ;  it  is  to  give  them  that  specific  security 
until  these  certificates  are  paid  ;  these  certificates  are  payable 
in  five  years,  all  of  them,  in  monthly  or  quarterly  instalments; 
in  that  way  we  got  bids  for  these  cars  at  a  very  low  rate,  cer- 
tainly as  low  as  we  could  have  got  them  for  cash  ;  the  first  cer- 
tificates were  at  seven  per  cent.  I  believe,  and  the  second  series 
at  six;  the  certificates  were  taken  at  par,  and  our  cars  were 
bought  in  that  way  ;  it  was  a  matter  of  economy  which  was  led 
to  by  our  financial  condition  ;  it  has  proved  and  will  prove  a 
success. 

By  the  Chairman  : 

Q.  Tou  adopted  it  because  of  your  financial  condition  ;  that 
is,  ifrl  understand  it,  if  you  had  had  plenty  of  means  you  would 
have  built  your  own  cars  ?     A.  Yes,  sir. 

Q.  Then  this  lease,  or  this  arrangement  continues  for  a 
period  of  five  years  ?  A.  It  continues  until  the  cars  are  paid 
for. 

Q.  Then  they  belong  to  the  Erie  Eoad  ?  A.  Then  they  be- 
long to  the  company. 

By  Mr.  Shipman  : 

Q.  Have  the  officers  of  this  trust  company  a  salary?  A. 
No  salary  whatever,  with  the  exception  of  the  trustee  or  his 
clerk ;  we  furnish  him  a  clerk,  I  think  at  $1,200  a  year,  and  he 
has  a  great  deal  to  do ;  for  instance,  he  has  to  certify  and 
sign  all  these  certificates  ;  he  has  frequently  to  accommodate 
the  builder;  if  it  is  a  thousand  dollar  certificate  he  may  want  it 
broken  up,  $200  to  pay  his  wheel  man,  $200,  to  pay  another 
material  kman ;  the  trustee  has  to  perform  all  this  service, 
for  which,  I  think,  he  and  his  clerk  together  get  $2,000  a  year ; 
perhaps  $3,000, 1  don't  recollect ;  something  in  that  neighbor- 
hood. 

43 
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By  the  Chairman  : 

Q.  Do  I  understand  the  only  compensation, these  parties  re- 
ceive who  advance  the  money  to  build  these  cars,  is  interest  at 
six  and  seven  per  cent,  on  these  certificates  ?     A.  Yes,  sir. 

Q.  Aside  from  the  fund  which  goes  to  make  the  payment  for 
the  cars  ?     A.  That  is  a  payment  for  the  cars. 

Q.  That  is  a  payment ;  the  other  is  interest  which  they  re- 
ceive ?    A.  Yes,  sir. 

By  Mr.  Sterne  : 

Q.  The  cars  are  furnished  to  the  Car  Trust  Company,  are 
they  not ;  and  the  lease  you  have  just  spoken  of  is  the  lease 
from  the  Car  Trust  Company  to  the  Erie?  A.  The  lease  is 
from  this  Trustee  to  the  New  York,  Lake  Erie  &  Western 
Railway  Company ;  the  cars  are  delivered  to  him. 

Q.  The  cars  are  delivered  to  him  by  the  manufacturer  under 
an  arrangement  whatever  they  see  fit  to  make,  by  which  they 
obtain  those  cars  ?     A.  Who  see  fit  to  make  ? 

Q.  This  Car  Trust?  A.  The  Car  Trust,  as  I  said,  is  a 
means  of  accomplishing  the  end ;  the  Car  Trust  is  an  or- 
ganization of  our  own;  we  put  in  men  who  we  know  will  not 
seek  to  make  any  profit  out  of  it ;  they  are  in  the  interest  of 
the  company  ;  the  simple  object  of  it  is,  and  there  is  no  other 
object  than  to  buy  the  cars  on  time,  and  to  secure  to  the 
builder,  through  the  intervention  of  this  Car  Trust  and  trustee, 
a  hen  upon  the  cars  until  they  are  paid  for. 

By  Mr.  Baker  : 

Q.  They  retaining  the  title  ?     A.  They  retaining  the  title. 

By  Mr.  Sterne  : 

Q.  Why  the  intervention  of  that  Car  Trustee  to  give  the  lien 
to  the  manufacturer  ;  the  manufacturer  might  have  preserved 
that  lien  himself,  might  he  not,  under  the  form  of  a  lease  to 
the  company  direct  ?  A.  The  manufacturer  might  have  pre- 
served that  lien  ;  it  might  be  done ;  I  don't  know  ;  but  we  all 
know  that  the  manufacturers  of  cars  in  this  country  are  not 
able  to  build  cars  to  the  extent  that  we  needed  them,  they  giv- 
ing a  credit ;  a  manufacturer  makes  his  bid  for  these  cars  ;  one 
manufacturer  offers  to  bid  five  hundred ;  now,  before  he  makes 
that  bid  he  goes  to  A,  B  and  C,  who  will  furnish  him  one  with 
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iron,  another  with  springs,  wheels,  lumber  ;  he  knows  precisely 
what  he  has  to  buy,  and  he  ascertains  from  that  material  man 
whether  or  not  he  can  buy  material  from  him  for  one  of  the 
certificates ;  he  is  willing  to  take  the  risk  of  the  certificate 
for  his  labor,  but  he  is  unable  to  run  the  risk  upon  the  whole  ; 
that  material  man  then  goes  to  his  financial  representative  and 
asks  him  at  what  rate  he  will  advance  to  him  the  money  upon 
that  certificate  ;  and  in  that  way  they  succeed  in  raising  the 
money,  each  performing  his  part,  and  bearing  bis  proper  pro- 
portion of  the  burden,  by  having  the  car  represented  in  value 
by  these  certificates,  which  they  can  negotiate ;  that  is  the 
great  advantage  ;  otherwise  it  could  not  be  done. 

Q.  Do  you  mean  to  say  that  these  Car  Trustees  had  a  credit 
which  the  Erie  Railway  Company  had  not ;  is  that  it?  A.  Oh, 
no ;  I  do  not  mean  to  say  that  the  car  trustees  had  any  credit 
at  all ;  of  course,  if  the  trustee  was  a  respectable  man,  a  man 
of  character,  why  that  would  at  once  give  character  to  the 
trust ;  that  is,  the  community  would  come  to  the  conclusion 
that  Mr.  A  or  Mr.  B  would  not  be  trustee  in  a  doubtful  tran- 
saction ;  but  it  is  not  that  they  are  the  security  ;  the  security  is 
the  company,  which  assumes  to  pay  for  them ;  that  is  the  first 
security ;  the  second  is  a  lien  perpetuated  upon  the  cars  until 
paid  for  ;  it  is  thus  placed,  because  by  placing  it  thus  the 
builder  has  a  certificate  which  he  can  use  with  the  various 
material  men  who  supply  him  with  material  for  the  construction 
of  these  cars. 

Q.  Tes,  I  understand  ;  now,  how  are  you  secured,  as  Presi- 
dent of  this  corporation,  that  these  cars  are  furnished  by  the 
Car  Trust  Company  to  your  corporation  at  the  exact  cost  to  the 
Cac  Trust  Company  ?  A.  With  every  builder  the  company  re- 
serves the  right,  first  to  have  an  inspector  present  during  the 
construction,  to  know  that  the  cars  are  being  properly  con- 
structed ;  the  trustee  cannot  issue  a  certificate  for  any  car  until 
it  is  certified  to  by  the  General  Superintendent  of  the  road  that 
the  car  has  been  delivered  and  is  constructed  in  accordance 
with  the  specifications  ;  that  shows  also  its  price* 

Q.  Do  you,  in  fact,  get  the  cars  at  the  price  which  they  cost 
the  car  trustees  ;  that  is  the  question  ?  A.  We  do  always  ;  it 
cannot  be  otherwise  under  the  arrangement. 

Q.  Are  there  any  other  organizations  for  other  supplies? 
A.  None  whatever. 
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Q.  Then  there  is  no  necessity  for  the  intervention  of  any 
trust  as  to  other  supplies  to  the  Erie  Eailway  Company  ?  A. 
"We  would  have  applied  the  same  device  to  engines,  except 
that  those  are  in  such  large  amounts  and  must  be  confined  to 
but  few  builders,  that  we  could  not  make  it  a  success ;  but 
there  is  no  other  instance  in  which  this  form  of  trust  intervenes. 

Q.  I  understood  you  to  say  on  Saturday  that  you  would  fur- 
nish to  the  Committee  a  detailed  statement  of  what  amount  of 
the  bonded  indebtedness  and  stock  capital  of  your  road  never 
went  into  construction  at  all,  but  was  falsely*  charged  to  con- 
struction. 

The  Chaieman — He  promised  to  make  out  a  statement  cov- 
ering that  whole  subject. 

The  Witness — I  say  any  statements — we  may  be  delayed  a 
little,  as  I  said  on  Saturday,  owing  to  the  fact  that  all  our 
books  are  in  Europe  ;  but  any  statement  which  we  can  make 
out,  either  called  for  now  or  any  future  time,  having  reference 
to  the  subject  matter  of  this  investigation,  will  be  made. 

Q.  You  have  statements  in  your  office  quite  independent  of 
your  books ;  do  you  know  Mr.  Alexander  Stein ;  isn't  he  a 
clerk  in  the  employ  of  your  corporation,  and  who  has  for  years 
devoted  a  considerable  portion  of  his  time  in  unearthing  the 
various  facts  we  are  now  inquiring  into  ?  A.  I  know  there  was 
a  statement  made  by  Mr.  Stein,  or  Mr.  Little. 

Mr.  Little — He  made  some  statement  before  I  became 
Auditor. 

The  Witness — And  I  think  Mr.  Little  made  some  statement 
afterwards.  Any  means  we  have  in  our  power  to  develop  it 
will  be  resorted  to. 

Q.  Don't  you  know  that,  with  reference  to  the  stock  transac- 
tions of  Jay  Gould,  that  the  firm  of  Smith,  Gould  &  Martin,  of 
which  he  was  a  member,  that  you  have  abstracts  from  the 
books  of  Smith,  Gould,  Martin  &  Co.,  and  all  the  ramifications 
of  the  stock  which  was  improperly  issued  by  Jay  Gould  during 
the  years  1868,  1869  and  1870  ?  A.  I  say  I  don't  know  ;  I  have 
heard  a  thousand  rumors  about  it ;  I  have  had  enough  to  do 
as  yet  simply  to  look  after  the  present  state  of  affairs,  without 
going  into  the  past ;  but  any  information  that  we  have  that  is 
reliable,  that  will  develop  the  fact,  whether  it  is  the  original 
books  or  abstracts,  or  evidence  otherwise  obtained,  shall  be 
used  in  making  for  the  Committee  any  statement  it  may  desire. 
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Q.  When  was  the  final  Gould  settlement  made  by  you  ?  A. 
In  1876 — February ;  there  had  been  divers  efforts  to  have 
these  old  matters  all  settled  up  with  Mr.  Gould,  and  he  made 
a  proposition  of  settlement,  and  on  the  1st  day  of  February, 
1876, 1  submitted  that  proposition  to  the  court,  and  on  the  4th 
of  the  same  month  the  court  made  this  order  :  "  On  reading 
"  and  filing  the  petition  of  Hugh  J.  Jewett,  the  Eeceiver  of  the 
"  property,  &c,  of  the  Erie  Railway  Company,  it  is  ordered, 
"  that  the  prayer  of  the  said  petition  be,  and  the  same  is 
"  hereby  granted  ;  and  that  said  Receiver  have  leave,  and  leave 
"  is  given  to  him,  to  accept  the  defendant's  proposition  for  a 
"  settlement,  and  to  settle  the  action  of  the  Erie  Railway 
"  Company  against  Jay  Gould,  mentioned  or  referred  to  in  the 
"  said  petition,"  and  that  settlement  was  made. 

Q.  "Who.  is  the  justice  ?     A.  Judge  Donohue. 

Q.  That  was  a  settlement  for  the  million  dollars  of  express 
stock,  wasn't  it  ?  A.  No ;  it  had  nothing  to  do  with  the  ex- 
press stock  ;  there  was  a  question  about  some  express  stock, 
that  is,  the  United  States  Express  Company  Lad  agreed,  as 
Gould  claimed,  in  consideration  of  something — the  preceding 
contract,  and  some  matters  connected  with  it — to  give  him  or 
give  to  the  Erie  Company — I  forget  the  number  of  shares. 

Q.  Ten  thousand  shares,  wasn't  it  ?  A.  It  was  equal  to  a 
million  dollars,  at  its  par  value,  in  the  stock  of  that  company  ; 
that  was  passed  by  Mr.  Gould  to  Mr.  "Watson,  in  the  settle- 
ment with  him ;  that  was  among  the  demands  I  made  upon 
Mr.  Gould. 

Q.  "When  you  say  passed  by  Mr.  Gould  to  Mr.  Watson,  you 
do  not  mean  he  passed  the  stock ;  he  agreed  to  give  that  ? 
A.  No  ;  that  memorandum,  what  he  claimed  to  be  a  contract, 
was  among  the  assets  assigned  by  Gould  to  Mr.  Watson  ;  I 
don't  think  it  had  any  assignment  upon  it,  but  that  was 
the  effect  of  it ;  the  United  States  Express  Company  refused 
to  issue  the  stock ;  had  always  refused;  said  they  never  would 
issue  it ;  upon  the  advice  of  counsel,  I  did  not  believe  we  could 
compel  it — I  had  no  idea  we  could  compel  it ;  it  was  a  trans- 
action in  itself  which,  in  my  judgment,  could  not  have  been  en- 
forced ;  so  that  that  was  not  involved  in  this  settlement ;  then, 
subsequently,  in  contracting  with  the  United  States  Express 
Company  for  a  future  contract,  this  $500,000  in  stock  was 
issued  to  the  Erie  Railway  Company  as  a  part  consideration 
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of  that  contract ;  it  was  not  a  contract  to  issue,  about  which 
any  question'could  be  made,  but  it  was  actually  issued,  and 
for  a  bona  fide  consideration. 

Q.  That  was  for  further  agreements,  wasn't  it,  with  the  Erie 
Railway  Company?  A.  That  was  the  agreement  which  I 
made. 

Q.  That  had  nothing  to  do  with  the  Gould  agreement  at 
that  time  ?  A.  The  Gould  agreement  was  an  agreement  which 
had  reference  to,  or  was  connected  with,  this  memorandum 
assigned  by  Gould  to  Watson. 

Q.  When  you  speak  of  a  memorandum  assigned  by  Gould 
to  Watson  you  mean  this,  don't  you  (handing  paper  to  wit- 
ness) ?     A.  No  .  I  think  not. 

Q.  Eead  it?     A.  I  say  it  was  not  a  part  of  the  contract. 

Q.  It  is  incorporated  in  this  ?  A.  No,  it  is  not  incorporated 
in  this ;  it  was  among  the  papers  assigned  by  Gould  to 
Watson — a  memorandum  of  some  kind  of  Mr.  Kipps;  what 
it  is  I  don't  know;  I  don't  now  recollect;  but  the  express 
company  refused  to  recognize  it  in  any  way,  shape  or  form ; 
let  me  read  this,  will  you  ? 

Q.  Yes.  A.  This  is  the  assignment  of  Gould;  I  was 
speaking  of  the  memoranda  or  contract  which  he  did  assign. 

Q.  Precisely  ;  but  in  the  settlement  that  he  made  with  the 
Erie  Company  he,  in  the  9th  clause,  agrees  to  transfer  within 
six  months  a  million  dollars  of  the  express  stock,  don't  he  ? 
A.  Yes,  sir. 

Q.  Was  not  that  express  stock  already  issued  to  Mr.  Gould  ? 
A.  Never. 

Q.  Are  you  sure  of  it  ?  A.  I  don't  know ;  Mr.  Barney 
told  me  it  never  had  been  issued,  and  never  would  be  issued. 

Mr.  Shipman — It  never  was  issued  to  Mr.  Gould.  I  had  a 
conference  with  the  counsel  for  the  express  company  and 
some  of  the  officers,  in  which  the  question  was  raised  that  the 
contract  to  issue  to  Mr.  Gould  could  not  be  enforced,  because 
it  was  a  contract  that  was  void.  I  need  not  go  into  the  reason 
why. 

The  Witness — Then,  if  the  Committee  please,  this  half  a  mil- 
lion of  stock,  in  my  further  negotiations  with  the  United 
States  Express  Company,  I  agreed  upon  the  contract 

Q.  That  contract  we  have  in  evidence  ?     A.  I  don't  know. 
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Q.  Yes,  we  have  it.  A.  This  contract  which  provides  for 
half  a  million  of  stock  was  made  by  authority  of  the  court. 

Q.  That  contract  we  have  in  evidence  ;  the  express  com- 
pany agreed  for  the  facilities  you  afforded  to  them  to  issue  to 
the  Erie  Railway  Company  half  a  million  of  stock  ?  A.  Half 
a  million  of  stock. 

Q.  Had  the  express  company  paid  anything  prior  to  that 
to  the  Erie  Railway  Company  for  the  facilities  it  had 
afforded  to  them  ?     A.  Prior  to  that  time  ? 

Q.  Yes.  A.  There  was  a  contract  with  the  express  com- 
pany prior  to  that  time,  which  in  its  terms  was  oppressive  to 
the  express  company ;  after  I  came  upon  the  road,  upon  an 
examination  of  the  accounts,  I  could  not  find  that  the  express 
company  had  in  its  settlements  conformed  to  that  contract ;  I 
made  a  demand  upon  them  for  a  reopening  of  all  their  ac- 
counts, to  which  they  acceeded  and  we  eventually  referred 
those  accounts  to  experts  for  examination  and  to  restate  the 
account ;  it  was  restated,  and  they  found  that  there  was  a 
balance  due  to  the  company  of,  I  think,  about  $169,000,  which 
was  paid. 

Q.  When  you  speak  ot  the  company,  you  speak  of  the  Erie 
Company  ?  A.  Of  the  Erie  Company,  which  was  paid  ;  then 
it  was,  that  the  negotiation  was  entered  upon  for  this  new  con- 
tract. 

Q.  Then  Mr.  Gould  promised  in  his  settlement  of  the  twelve 
million  dollar  suit,  which  settlement  was  made  December  18th, 
1872,  to  deliver  a  million  of  dollars  which  he  never  did  de- 
liver ?  A.  He  never,  according  to  my  construction,  but  I  under- 
stand that  he  claimed  that  the  delivery  to  Mr.  Watson,  and 
the  receipt  by  Mr.  Watson  of  this  Kipp  contract,  was  a  de- 
livery in  conformity  to  that  contract. 

Q.  That  piece  of  paper  yielded  nothing,  it  was  not  worth  a 
million  of  dollars  ?     A.  No,  sir. 

Q.  It  was  not  worth  a  cent,  was  it?  A.  I  don't  know  ;  I  am 
not  prepared  to  say  that ;  I  don't  know  what  would  be  the 
result  if  it  was  carried  to  the  court. 

Gj.  There  was  no  delivery  of  the]  stock  of  this  express  com- 
pany to  the  Erie  ?  A.  I  have  answered  that  over  and  over 
again  ;  there  was  never  a  share  of  stock  issued,  so  far  as  I  know. 

Q.  The  stock  yards  of  the  Erie  Railway  Company  are  leased 
to  Mr.  McPherson,  are  they  not  ?    A.  Yes,  sir. 
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Q.  $75,000  a  year  or  thereabouts?    A.  $75,000  or  $76,000. 

Q.  They  are  not  used — they  are  practically  not  used,  they 
are  abandoned,  are  they  not  ?  A.  No,  sir ;  not  to  my  knowl- 
edge. 

Q.  Have  you  any  knowledge  upon  the  subject  ?  A.  I  don't 
think  there  can  be  any  doubt  upon  that  subject. 

Q.  Is  that  your  answer  still?     A.  That  (hey  are  not  used? 

Q.  That  they  are  substantially  and  practically  not  used — 
used  to  a  very  limited  extent  only  ?  A.  No  ;  well,  I  don't 
think  they  are  used  to  as  large  an  extent  as  they  were  form- 
erly ;  my  assistant  Mr.  Blanchard  can  explain  that  much  more 
fully  than  I  can. 

Q.  Then,  I  will  ask  him.  A.  Very  well ;  that  will  relieve 
me. 

Q.  If  you  are  not  familiar  with  any  particular  subject,  of 
course  I  do  not  want  to  press  any  inquiry  ;  you  were  required 
in  your  subpoena  to  bring  with  you  records  of  all  the  payments, 
rebates,  etc.,  made  to  the  Standard  Oil  Company  and  to  the 
American  Transfer  Company,  and  also  all  agreements  that  you 
had  with  the  Standard  Oil  Company,  or  any  person  or  corpora- 
tion covered  by  that  generic  term,  and  with  the  American  Trans- 
fer Company  ;  have  you  done  so  ?  A.  I  think  they  are  all 
here  ;  are  they  not,  Mr.  Blanchard  ? 

Mr.  Blanchard — They  are  not  all  here. 

The  Witness — They  will  be  here  ;  owing  to  the  sickness  in 
Mr.  Vilas'  family  he  is  not  able  to  be  here  with  them  yet. 

Q.  Do  you  know  Mr.  Cassett  ?     A.  I  do. 

Q.  You  have  had  dealing  with  him  as  the  4th  Vice-President 
of  the  Pennsylvania  Bailroad  Company  ?     A.  Yes,  sir. 

Q.  He  is  the  Traffic  Manager  of  that  railway  ?  A.  Largely ' 
so. 

Q.  Is  he  correct  in  stating  that  in  the  autumn  of  1877  he  was 
pressed  by  you  and  by  Mr.  Vanderbilt  to  induce  the  Empire 
Transportation  Company  to  go  out  of  the  refining  business, 
with  the  view  of  dividing  the  oil  traffic  ?  A.  I  don't  know  to 
what  extent  he  stated  ;  to  a  certain  extent ;  do  you  want  me 
to  explain  ? 

Q.  I  simply  ask  whether  he  is  correct  in  so  stating  ?  A.  I 
don't  know  what  his  statement  is ;  however  I  would  rather 
make-my  own  statement. 

The  Chairman — You  can  state  the  fact,  Mr.  Jewett. 
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The  Witness — There  was  upon  the  Pennsylvania  Koad  a 
company  called  the  Empire  Transportation  Company,  which 
was  a  very  wealthy  and  powerful  organization ;  it  was  a 
Pennsylvania  institution ;  a  division  of  the  traffic  between 
the  four  trunk  lines  had  been,  to  some  extent,  made  be- 
fore that  time,  but  upon  what  terms  I  cannot  recollect; 
that  I  will  have  to  leave  to  my  assistant ;  upon  general  princi- 
ples— upon  the  general  policy  and  general  regulations — I  think 
I  am  very  familiar,  but  with  regard  to  the  details  of  these 
various  departments  it  would  be  impossible  for  me  to  be  fa- 
miliar ;  in  1877  we  discovered  that  the  Empire  Line  was  not 
only  becoming  the  controller  of  pipe  lines  but  was  engaged  in 
the  construction  of  refineries  at  Philadelphia,  and  had  the 
control  of  a  refinery  at  Communipaw. 

Q.  Jersey  City  ?  A.  No,  Communipaw,  and  that,  with  the 
steps  it  was  then  taking,  unless  checked,  the  result  would  be  a 
diversion  largely  of  the  transportation  of  oil  from  our  roads  ;  the 
New  York  Central  Koad  and  our  own,  determined  that  we  ought 
not  to  stand  by  and  permit  those  improvements  and  arrange- 
ments to  be  made,  which,  when  completed,  would  be  beyond  our 
control ;  we  determined,  therefore,  to  make  the  issue  with  the 
Pennsylvania  Railroad  Company ;  we  did  make  it,  and  we 
made  it  as  we  designed,  to  their  interest,  to  either  by  becom- 
ing the  owner  or  by  some  other  means,  of  the  Empire  Line,  to 
abandon  those  measures  and  those  improvements,  which  we 
believed  inimical  not  only  to  the  interests  of  our  corpora- 
tions, but  inimical  to  the  interests  of  the  City  of  New  York  ; 
and  we  fought  a  very  bitter  contest  over  that  question  at  very 
serious  cost  to  us,  but  we  eventually  succeeded  in  driving  the 
Empire  LiDe  out  of  the  trade,  not  only  as  a  transporter  but  as 
a  refiner. 

Q.  In  that,  you  were  supported  by  the  Standard  Oil  Com- 
pany, were  you  not  ?  A.  We  made  the  issue  also,  I  think, 
with  the  Standard  Oil  Company,  that  as  this  Empire  Line 
would,  if  it  got  its  arrangements  perfected,  be  a  competitor 
with  them  in  the  oil  region  and  in  the  refining  of  oil,  that  they 
should  during  the  pendency  of  that  struggle,  give  to  us  their 
traffic  and  I  think  they  did  it. 

Q.  You  had  their  traffic,  hadn't  you  ;  the  Pennsylvania  had 
none  of  it  at  that  time?     A.  Oh,  yes;  they  had. 

Q.  Mr.  Cassatt  says  they  had  not — would  not  he  be  more 
U 
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likely  to  know  than  you  ?  A.  Of  course,  he  is  much  bet- 
ter able  to  know ;  if  so,  it  was  not  in  accordance  with  my 
understanding. 

Mr.  Blanchard — Where  does  he  state  so  ?   . 

The  "Witness— If  you  will  examine  his  statement  I  think  you 
will  find  that  he  does  not  so  state. 

Q.  I  will  show  it  to  you  ?  A.  That  is  a  question,  however, 
with  which  Mr.  Blanchard  is  much  more  familiar  than  I  am. 

By  the  Chairman  : 

Q.  You  understand  that  the  Pennsylvania  Boad  did  carry 
some  of  the  Standard  oil  at  that  time  ?  A.  My  understanding 
is,  that  it  was  at  that  time  carrying  almost  as  much,  if  not  a 
larger  quantity  than  we  were. 

By  Mr.  Sterne  : 

Q.  Not  for  the  Standard  ?     A.  Yes,  sir ;  for  the  Standard. 

Mr.  Sterne — Mr.  Oassatt  said  he  has  given  his  statement 
of  the  matter. 

The  Chairman — How  can  that  be  material,  Mr.  Sterne,  now? 

The  Witness — "Whatever  Mr.  Cassatt's  statements  may  be, 
they  cannot  change  my  convictions  on  that  subject ;  I  am  sat- 
isfied that  when  that  difficulty  grew  up  between  the  trunk 
lines,  the  Pennsylvania  was  carrying  oil  of  the  Standard  Com- 
panys  and  if  its  proportion  of  the  Standard  Company  was  not 
larger  than  ours,  its  proportion  of  the  whole  production  was 
greater. 

Mr.  Blanchard — Perhaps  I  can  simplify  this  matter,  by 
stating  that  if  Mr.  Cassatt  states  so  at  any  point,  I  shall,  when 
I  go  upon  the  stand,  prove  that  Mr.  Cassatt  was  mistaken,  be- 
yond any  peradventure  or  question,  whatever. 

Mr.  Sterne— The  practical  effect  was,  that  the  Standard 
Company  divided  after  that,  the  oil  between  the  three  trunk 
lines,  wasn't  it  ?     A.  Yes,  sir. 

Q.  "Wasn't  there  an  agreed  division  after  that,  between  the 
three  trunk  lines,  the  Pennsylvania,  the  Erie,  and  the  New 
York  Central,  and  also,  I  believe,  some  percentage  to  the  Bal- 
timore &  Ohio  ?  A.  There  was  an  arrangement  made,  when,  I 
can't  tell  precisely. 

Q.  I  want  to  confine  you  as  to  time,  to  the  period  1876  and 
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1877  ?  A.  There  was  an  arrangement  made,  when,  I  can't  say, 
whether  it  was  in  1876  or  1877,  by  which  the  Standard  Oil 
Company  assumed  to  divide  between  the  four  trunk  lines  the 
transportation  of  oil  from  the  oil  regions  in  accordance  with 
whatever  percentage  the  trunk  lines  themselves   agreed  upon. 

Q.  And  that  arrangement  followed,  did  it  not,  the  driving  of 
the  Empire  Transportation  Company  out  of  the  market  ?  A. 
My  recollection  is,  that  it  preceded  that,  but  that  when  we  raised 
the  issue  that  we  would  not  permit  the  Pennsylvania  Kailroad 
Company,  through  its  Empire  Line,  to  be  building  up 
facilities  which,  when  completed,  they  could  with  impunity 
break  up  that  arrangement,  and  go  into  the  oil  producing 
regions,  greatly  to  an  advantage  over  us ;  that  during  that 
period  it  was  suspended;  that  after  we  had  succeeded  in  that 
contest  it  was  again  resumed  upon  substantially  the  old  basis. 

Q.  When  you  say,  "  go  into  the  oil  regions  over  us,"  do  you 
mean  the  Erie  Company  or  the  Standard  Oil  Company  ?  A.  I 
mean  the  Erie  Railway  Company. 

Q.  But  the  Erie  Eailway  Company  don't  buy  oil,  does  it  ? 
A.  I  was  not  the  guardian  of  the  Standard  Oil  Company. 

Q.  Didn't  you  make,  at  that  time,  the  fight  for  the  Standard 
Oil  Company?     A.  No,  sir;  not  by  any  means. 

Q.  Was  not  the  Standard  Oil  Company  a  party  to  that 
fight ;  was  not  Elagler  and  Rockefeller  present  at  the  con- 
ference, and  did  or  did  not  the  fight  assume  the  proportion  of  a 
fight  between  the  Standard  and  the  Empire  Transportation 
Company?  A.  The  onry  conlerence  that  I  know  of — there 
might  have  been  others— at  which  either  Mr.  Flagler  or 
Mr.  Rockefeller  was  present,  was  at  the  conlerence  at 
which  we  agreed  that  they  would  divide,  or  rather  secure 
to  each  of  the  trunk  lines  the  transportation  of  oil,  in  accord- 
ance with  the  percentages  they  agreed  upon  ;  that,  of  course, 
had  to  be  an  arrangement  with  them  ;  as  to  the  division,  that 
was  an  arrangement  between  the  trunk  lines. 

Q.  Was  it  an  accident,  then,  which  induced  the  Standard 
Oil  Company,  in  pursuance  of  the  arrangement  agreed  upon 
between  the  Erie  Railway  Company,  the  New  York  Cen- 
tral and  the  Pennsylvania  Railroad  Company,  to  part  with  a 
million  dollars  to  pay  for  the  Empire  Transportation  Company's 
works?  A.  I  don't  think  the  Standard  Oil  Company  deals 
with  millions  by  accident  by  any  means  ;  it  was  a  simple  busi- 
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ness  transaction;  whether  the  Standard  Oil  Company  was 
afraid  of  the  Empire  Line  as  refiners,  I  have  no  means  of 
knowing ;  I  never  propounded  the  question  ;  we  were  opposed 
to  permitting  the  Empire  Line,  a  creature,  as  we  understood 
it,  of  the  Pennsylvania  Eailroad  Company,  to  be  building  re- 
fineries, to  become  the  owners  of  pipe  lines  leading  into  the 
oilfield  and  leading  to  the  coast  without  a  contest,  and  we 
made  it,  without  regard  to  the  Standard  Oil  Company  or  any- 
body else ;  but  when  we  did  determine  to  make  it,  I  have  no 
doubt — because  it  would  be  but  natural,  and  therefore  I  say  I 
have  no  doubt — that  we  demanded  of  the  Standard  Oil  Com- 
pany, during  that  contest,  to  withdraw  its  shipments  from 
the  Pennsylvania  Eailroad ;  I  have  no  doubt  we  did,  and  I 
think  they  did  it ;  if  they  had  not,  we  would  have  had  a  tilt 
with  them. 

Q.  Then  was  it  not,  in  point  of  fact,  in  full  accord  with  the 
Standard  Oil  Company  and  its  interests  that  the  fight  was 
made  ?  A.  Well,  it  seems  to  me  that  I  have  answered  that 
over  and  over  again. 

Q.  I  think  not?  A.  I  don't  know  then  any  more  than 
T  have  said  ;  I  don't  recollect  of  any  conference  with  the  Stand- 
ard Oil  Company  upon  the  subject ;  I  have  looked  at  it  simply 
from  a  railroad  point  of  view,  and  when  we  determined  to  make 
it,  my  impression  is,  that  we  demanded  of  the  Standard  Oil 
Company,  that,  during  that  contest  they  should  not  support 
the  Pennsylvanin  Company,  by  giving  it  oil  for  transportation. 

Q.  What  proportion  in  1877,  when  this  contest  was  made, 
of  the  oil  that  was  shipped  over  your  road,  was  shipped  under 
the  Standard  Oil  arrangement?     A.  I  don't  know. 

Q.  Don't  you  know  it  was  the  whole  of  it  ?  A.  No ;  I  don't 
know  it ;  if  so,  it  was  not  our  fault. 

Q.  I  did  not  ask  you  whose  fault  it  was ;  don't  yon  know  it 
was  substantially  the  whole  ?  A.  I  do  not ;  that,  as  I  said  be- 
fore, I  will  leave  to  Mr.  Blanchard. 

Q.  Don't  you  know  when  you  made  an  arrangement  with 
the  Standard,  you  made  an  arrangement  to  control  the  oil 
traffic  ?  A.  There  was  nothing  in  our  arrangement  with  the 
Standard,  so  far  as  I  know,  which  ought  to  have  controlled  the 
oil  traffic  ;  my  belief  is,  that  our  arrangement  with  the  Stand- 
ard Oil  Company  was  to  our  advantage,  and  less  favorable  to 
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the  Standard  Oil  Company,  than  shipping  upon  the  usual 
terms  by  others  would  have  been. 

Q.  Do  you  mean  to  say  that  you  did  not  give  any  rebate  or 
draw  back  to  the  Standard  Oil  Company  ?  A.  I  do  not ;  will 
the  Committee  allow  me  to  state  my  understanding ;  there  has 
been  a  great  deal  said  about  it ;  my  understanding  of  the  re- 
lation of  our  company  with  the  Standard  Oil  Company  at  that 
time? 

The  Chairman — We  would  like  to  have  you,  and  will  give 
you  an  ample  opportunity  to  do  that. 

Mr.  Stekne — Does  Mr.  Jewett  know ;  because  the  relations 
of  the  Standard  Oil  Company  began  long  before  Mr.  Jewett's 
administration,  as  I  understand  it  ? 

The  Witness — I  say  that  there  were  relations  existing 
long  before  I  came  upon  the  road,  about  which  I  know  nothing. 

The  Chaieman — We  want  to  know  the  present  relations  of 
these  roads  to  the  Standard  Oil  Company  and  their  present  ar- 
rangement, and  we  would  be  very  glad  to  have  you  state  it. 

Q.  Let  me  ask  one  question  before  he  is  permitted  to  give  a 
general  statement ;  when  did  you  first  hear  of  an  organization 
known  as  the  American  Transfer  Company  ?  A.  I  will  develop 
that  now  if  you  prefer  j  it  was  about  the  time  this  contest  took 
place  with  the  Pennsylvania  Company  ;  I  think  a  little  before 
the  breach  was  made ;  I  was  advised  by  our  agents  and  those 
connected  with  the  trade,  that  we  were  likely  to  lose  our  pro- 
portion of  the  oil  business  ;  that  the  reason  of  it  was  that 
pipe  lines  were  being  constructed  in  a  direction  adverse  to  our 
interests,  and  in  a  direction  from  our  lines  ^that  this  Empire 
Line  was  making  such  a  construction  ;  I  inquired  then  with 
regard  to  the  various  pipe  lines  of  that  region ;  I  was  told 
then  of  the  existence  of  the  American  Transfer  Company,  a 
company  not  in  accord  with  the  Empire  Line,  or  the  lines  con- 
trolled by  it.  I  put  myself  in  communication  with  whom  I 
understood  represented  that  company,  a  Mr.  O'Day;  the 
result  was  the  contract  which  I  now  have  with  that  American 
Transfer  Company. 

Q.  That  I  should  like  to  have  in  evidence  ?  A-  Yes,  sir ; 
that  contract  was  made  by  the  authority  of  the  court  on  the 
1st  day  of  January,  1877,  and  approved  by  the  court  on  the 
15th  day  of  February,  1877. 
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By  the  Chaieman  : 

Q.  Have  you  a  copy  of  that  which  you  will  leave  ?  A.  It  is  a 
copy  in  my  order  book,  but  I  will  have  the  Chairman  furnished 
with  a  copy  of  it ;  I  say  at  that  time  there  was  no  pipe  line 
connected  with  our  road  ;  we,  as  I  have  remarked,  were  liable 
to  have  the  oil  diverted  from  us,  and  I  put  myself  in  communi- 
cation with  the  officers  of  that  company,  the  result  of  which 
was  that  they  agreed  to  build  a  pipe  line  connecting  with  our 
road,  at  or  near  Carrolton.  (Eeading  from  printed  book.) 
"  The  American  Transfer  Company  will  proceed  forthwith  to 
"  lay  a  main  pipe  of  not  less  than  three  inches  in  diameter, 
"  between  such  point  of  connection  with  the  railway  company 
"  at  or  near  Carrolton,  as  the  parties  hereto  may  agree,  taking 
"  into  consideration  ground  suitable  for  tankage,  and  Bradford 
"  in  Pennsylvania.  And  will  further  lay  branch  pipes  from 
"  main  pipes  to  such  wells  or  points  of  production  or  ship- 
"  ment  which  may  be  necessary  to  secure  10  the  said  railway 
"  its  fair  proportion  of  the  crude  oil,  produced  in  what  is 
"  known  as  the  said  Bradford  district,  and  will  make  a  connec- 
"  tion  with  and  shipments  from  the  said  pipe  or  pipes,  ex- 
"  clusively  with  the  Erie  Railway.  The  American  Transfer 
"  Company  further  agrees  to  erect  and  maintain  an  amount  of 
"  tankage  for  storage  in  connection  with  said  pipes,  ample  for 
"  the  purposes  aforesaid.  The  American  Transfer  Company 
"  further  agrees  in  consideration  of  the  rates  herein  named,  to 
"  be  allowed  to  it  for  said  pipage  and  services,  to  send  all  the 
"  shipment  of  crude  oil  received  in  said  pipe  lines  via  the  Erie 
"  Railway.  The  American  Transfer  Company  further  agrees, 
"  that  the  Erie  Railway  Company  may  make  the  through 
"  rates  from  the  wells  or  tanks  to  all  points  of  destination, 
"  the  Erie  Railway  Company  agreeing  that  they  shall  not 
"  be  higher  than  via  other  railroads.  In  consideration  of  the 
"  forgoing  covenants  of  the  American  Transfer  Company,  the 
"  Erie  Railway  Company  agrees  to  allow  and  pay  weekly  to 
"  the  American  Transfer  Company  for  gathering  the  said  oil, 
"  transferring  the  same  to  Carrolton,  and  loading  the  same  at 
"  that  point  into  cars  furnished  by  the  Erie  Railway  Company, 
"  the  full  tsum  of  (20)  twenty  cents  per  barrel,  of  45  gallons 
"  out  of  its  through  rates  from  the  wells,  or  from  Carrolton 
"  when  the  rates  are  not  made  from  the  wells.  The  Erie  Rail- 
"  way  Company  further  agrees  during  the  continuance  of  this 


1469 

"  agreement  to  charge  rates  of  transportation  at  not  less  than 
"  the  same  prices  from  its  stations  to  all  points  that  it  charges 
"  from  the'  wells  via  the  pipe  or  pipes  of  the  American  Trans- 
"  fer  Company.  This  agreement  to  continue  in  force  during 
"  the  time  the  Erie  Railway  is  in  the  hands  of  a  Eeceiver, 
"  and  thereafter  until  discontinued  by  three  months'  written 
"  notice  by  either  party  to  the  other  ;  provided  that  upon  the 
"  termination  of  the  contract  the  American  Transfer  Company 
•'  shall  have  the  right  to  remove  from  the  premises  of  the 
"  Erie  Railway  Company  any  property  it  may  have  placed 
"  thereon  under  this  contract ;  and  for  that  purpose  shall  have 
"  the  right  to  enter  and  re-enter  thereon.  This  agreement  to 
"  take  effect  at  the  date  hereof." 

That  contract  was  then  made  for  the  purpose  of  protecting 
the  Erie  Railway  Company  against  the  encroachments  made 
tipon  the  oil  producing  region  by  other  lines,  and  to  our  detri- 
ment ;  in  that  contract  I  reserved  to  the  Erie  Railway  Com- 
pany the  right  of  making  the  rates  from  the  wells,  for  the 
purpose  of  protecting  individual  producers  against  improper 
exactions  by  the  American  Transfer  Company  ;  I  reasoned 
that  if  they  had  the  right  to  make  the  rates  from  the  wells, 
that  they  could  discriminate  in  favor  of  either  themselves, 
if  they  were  a  producer,  or  in  favor  of  one  producer  against 
another  ;  I  intended  by  the  terms  of  this  contract  to  protect 
all  producers  alike ;  for  that  reason  the  rate  was  made 
from  the  well ;  they  were  required  to  extend  their  pipes  from 
time  to  time,  because  we  all  know  the  oil  producing  region  is 
changing  from  day  to  day  ;  that  which  was  the  most  valuable 
five  years  ago  is  now  substantially  worthless. 

Q.  You  agreed  to  give  them  20  cents  a  barrel  on  all  crude 
oil  transferred  over  your  corporation,didn't  you  ?     A.  Yes,  sir. 

Q.  Whether  it  came  from  their  pipe  or  not  ?     A.  No,  sir. 

Q.  Are  you  sure  of  that  ?  A.  You  can  read  it  as  well  as  I 
can. 

Q.  Don't  you  in  fact,  pay  them  20  cents  a  barrel  for  all  crude 
oil  transported  over  your  road,  or  didn't  you  at  one  time  or  an- 
other, whether  transported  through  the  pipes  of  the  American 
Transfer  Company,  or  not?  A.  This  is  a  contract  with  the 
American  Transfer  Company,  not  with  the  Standard  Oil  Com- 
pany ;  we  paid  to  the  American  Transfer  Company,  or  did 
until   some   change  was   made,  which   Mr.  Blanchard  is   en- 
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tirely  familiar  with,  and  I  am  not,  upon  the  oil  coming  through 
that  pipe  line,  and  delivered  to  us  at  Carrolton  for  transporta- 
tion to  the  New  York  market,  that  is  what  we  paid  them, 
and  nothing  else,  and  that  they  made  no  other  charge  to  any 
individual  shipper  for  any  service  rendered  by  the  pipe  line ; 
we  paid  that  charge  and  made  our  own  arrangements  with  the 
individual  shippers. 

Q.  Mr.  O'Day  is  one  of  the_  Standard  people,  isn't  he  ?  A. 
I  believe  he  was  at  that  time  ;  I  didn't  know  him. 

Q.  Don't  you  know  that  the  American  Transfer  Company  is 
another  name  for  the  Standard  Company  ?  A.  I  have  no 
doubt  it  is  in  the  interest  of  that  company. 

Q.  Don't  you  know  it  is  merely  another  name  for  that  com- 
pany?    A.  No,  sir. 

Q.  Do  you  know  anything  of  its  corporate  existence  ?  A. 
Only  as  I  was  advised,  and  as  it  appears  in  this  contract. 

Q.  Do  you  know  anything  as  to  where  it  has  an  office  ?  A. 
I  don't  know  as  I  can  tell  you. 

Q.  Do  you  know  whether  you  actually  received  any  oil 
through  that  pipe '?  A.  I  think  we  have  received  a  great  deal 
— a  great  deal ;  all  that  we  have  received  has  been  through  that 
pipe-line. 

Q.  The  pipe  owned  by  the  American  Transfer  Company,  was 
not  that  precisely  the  same  pipe  that  was  governed  or  controlled 
by  the  Standard  Oil  Company  previously,  under  the  name  of 
the  United  Pipe  Line  ?     A.  I  think  not. 

Q.  Have  you  any  knowledge  on  that  subject  ?  A.  I  have 
not. 

Q.  Did  you  put  yourself  to  any  trouble  to  inquire  into  that 
matter  before  you  made  that  contract,  whether  it  was  not  the 
United  Pipe  Line  under  another  name?  A.  I  had  no  interest 
to  make  any  inquiry  ;  I  wanted  a  contract,  and  I  got  it  With 
what  I  regarded  as  a  responsible  party. 

Q.  Have  you  any  means  of  knowing  how  much  cil  you  paid 
for,  to  the  American  Transfer  Company  ?  A.  I  have  not,  only 
as  I  go  to  the  books,  they  will  show. 

Q.  Have  you  the  information  of  how  much  was  paid  to  the 
American  Transfer  Co.  ?  A.  Mr.  Blanchard  will  give  that  pre- 
cisely. 

Q.  Do  yon  mean  to  state  to  this  Committee  that  you  do,  in 
point  of  fact,  place  all  producers  on  an  equality  upon  your  road 
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as  against  the  Standard?  A.  I  mean  this,rand  if  the  Commit- 
tee please,  I  would  like  to  give  the  reasons  for  my  action  in 
regard  to  it ;  as  I  have  said,  the  oil  is  a  shifting  commodity ;  the 
region  of  country  which  produced  it  largely  a  few  years  ago,  has 
substantially  been  exhausted  ;  and  this  New  Bradford  region  is 
changing  almost  daily — receding  ;  to  transport  it  with  success 
requires  a  special  kind  of  car  ;  no  producer  can  afford  to  trans- 
port it,  and  make  it  a  successful  operation,  if  he  basto  furnish 
barrels,  in  my  judgment ;  it,  therefore,  requires  a  tank  car  ;  they 
are  a  costly  car,  more  costly  than  the  ordinary  box  or  freight  car 
in  which  the  oil  could  be  transported  in  barrels  ;  the  Erie  Com- 
pany was  not  able  to  furnish  that  character  of  car  to  any  large 
extent  ;  if  it  had  been  enabled,  it  would  have  been  unwise  for  it 
to  do  it,  because  of  the  transitory  character  of  the  business ;  we, 
therefore,  made  a  contract  with  the  Standard  Company  by  which, 
in  the  first  place — this  was  when  the  oil  region  was  principally 
at  Titusville — a  contract  between  the  Standard  Company 
and  the  Atlantic  &  Great  Western  Railway  Company  and  the 
Erie  Railway,  by  which  we  were  to  transport  their  oil  upon 
such  rates  as  might  thereafter  be  agreed  upon ;  the  special 
terms  of  the  contract  will  be  developed  hereafter ;  after  that 
contract  was  made,  being  general  in  its  terms,,  we  agreed  to 
allow  to  the  Standard  Oil  Company  a  drawback  of  10  per  cent, 
in  consideration  of  its  loading  its  oil  at  its  own  risk,  in  con- 
sideration, I  think,  of  its  unloading,  and  in  consideration  of  its 
running  all  the  risk  which  can  be  incurred  in  the  transporta- 
tion of  oil,  less  that  which  follows  an  actual  collision  through 
the  negligence  of  the  officers  of  the  company ;  now,  I  believed 
then,  and  I  believe  now,  that  the  services  rendered  by  the 
Standard  Company  in  loading  it  at  its  own  cost  and  risk,  and 
in  running  all  the  risk  of  the  transportation  of  this  oil,  was 
equal  to  more  than  10  per  cent,  upon  the  rates ;  that  is,  if  1 
was  a  shipper,  an  ordinary  shipper,  I  would  rather  pay  10  per 
cent,  advance  upon  rates  than  to  incur  this  expense  and  to  run 
this  risk. 

By  the  Chaieman: 

Q.    I  understand   you,    the   difference   made   between  the 

Standard   oil   shippers   and   the   other   shippers  was  10  per 

cent,  on  the  rate  ;  you  express  the  opinion  that  there  is  that 

difference  ?     A.  "We  make  that  difference,  I  say ;  we  agreed  in 

45 
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consideration  of  this  service  and  these  risks  they  run  to  give 
them  a  rebate  of  10  per  cent,  from  the  current  rate. 

By  Mr.  Sterne  : 

Q.  Is  that  the  whole  rebate  that  you  give  them  from  the  cur- 
rent rate  ?     A.  I  think-  so. 

By  Mr.  Baker  : 

Q.  Do  you  accord  that  same  rebate  to  other  shippers  who 
assume  the  same  risk  ?    A.  I  have  offered  it  to  others. 

By  Mr.  Sterne  : 

Q.  Do  you  offer  transportation  to  them  ?  A.  So  far  as  we 
have  it ;  yes,  sir. 

Q.  Tou  haven't  it  practically,  have  you  ?  A.  We  have  some 
of  these  tank  cars. 

Q.  You  have  not  enough  for  the  Standard  business  even, 
have  you?     A.  They  furnish  a  great  majority  of  the  cars. 

Q.  You  do  not  answer  my  question  ;  to  the  extent  that  you 
have  cars  ;  the  Standard  Company  employe  them  largely,  do 
they  not?    A.  Yes,  sir  ;  largely. 

Q.  Largely  ahead  ?     A.  Yes,  sir. 

Q.  So,  substantially,  you  have  no  facilities  for  shipping  oil 
for  other  people  ?  A.  We  would  have  divided  what  we  had 
with  them. 

Q.  Have  you  ever  heard  of  a  man  by  the  name  of  Ohlin  ?  A. 
Yes,  sir. 

Q.  Didn't  he  ask  you  to  divide  the  facilities  with  him,  and 
you  refused  ?    A.  No,  sir. 

Q.  Have  you  ever  heard  of  a  man  by  the  name  of  Lombard? 
A.  I  have  heard  of  him. 

Q.  Did  he  ever  ask  you  to  divide  the  facilities  with  him,  and 
he  didn't  get  any  ?     A.  He  never  did. 

Q.  Did  you  ever  hear  of  the  firm  of  Bush  &  Denslow  Manu- 
facturing Company  ?     A.  Yes,  sir. 

Q.  Did  they  ask  for  facilities  from  your  road,  and  didn't  get 
them?  A.  I  don't  know  what  they  asked  of  others;  I  have 
never  heard  of  it. 

Q.  In  point  of  fact,  the  facilities  are  substantially  used  by 
the  Standard  Company  ?  A.  They  do  a  very  large  business, 
and  they  substantially  use  all  of  them. 
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Q.  I  do  not  know  whether  you  answered  my  question  that 
you  did  not  pay  20  cents  to  the  American  Transfer  Company, 
and  never  did,  for  oil  that  did  not  come  through  their  pipes  ? 
A.  We  never  did,  to  my  knowledge,  and  are  not  doing  it  now, 
and  I  don't  believe  it  is  being  done. 

Q.  Let  me  draw  your  attention  to  a  letter  of  Mr.  O'Day,  to 
the  Pennsylvania  Eailroad  Company?  A.  I  think  I  heard 
you  read  that  letter  the  other  day. 

Q.  No  ;  and  tell  me  whether  or  not  Mr.  O'Day  tells  a  false- 
hood in  that  letter  in  relation  to  his  contract  with  the  Erie 
Company  ;  he  says  that  the  Erie  Company  and  the  New  York 
Central  Railway  pay  him  twenty  cents  on  all  crude 
oil  shipped  over  their  roads,  and  that  is  the  basis  of  his  de- 
mand upon  the  Pennsylvania  Company  for  the  same  sum?  A.  I 
don't  like  to  construe  gentlemen's  letters. 

Q.  Have  you  read  the  whole  of  it?  A.  I  have  read  the  part 
you  have  marked  ;  you  don't  want  me  to  read  the  whole  of  it, 
do  yo? 

Q.  You  had  better  read  the  whole  of  it;  it  affects  your  road 
and  its  character.  A.  I  am  asked  to  read  a  letter  from  Mr. 
O'Day  ;  it  is  signed  by  Daniel  O'Day,  as  general  agent  ;  it  is 
dated  on  the  15th  of  February,  1878,  at  the  office  of  the  Ameri- 
can Transfer  Company,  Oil  City,  Pennsylvania  ;  it  says  among 
other  things :  "  I  here  repeat  what  I  once  stated  to  you,  and 
"  which  I  ask  you  to  receive  and  treat  as  strictly  confidential, 
"  that  we  have  been  many  months  receiving  from  the  New 
"  York  Central  and  Erie  roads  certain  sums  of  money,  in  no 
"  instance  less  than  twenty  cents  per  barrel  on  every  barrel  of 
"  crude  oil  carried  by  each  of  those  roads,"  and  again  he  re- 
fers somewhere  else  to  this  matter  ;  where  is  it  ? 

Q.  Let  me  draw  your  attention  to  it  here  ?  A.  I  have 
read  this  letter,  and  if  Mr.  O'Day  meant  to  say,  which  I  do 
not  believe  is  possible,  that  the  Erie  Railway  Company  paid  to 
the  American  Transfer  Company,  on  all  the  oil  passing  through 
this  line,  twenty  cents  a  barrel,  whether  it  was  transported 
over  the  Erie  Railway  or  not 

Q.  No,  he  don't  say  whether  it  was  transported  over  the 
Erie  Railway  or  not  ?     A.  What  then  ? 

Q.  That  you  paid  twenty  cents  on  all  oil  transported  over 
your  road,  whether  it  comes  through  their  pipe  line  or 
not?     A.  If  Mr.  O'Day  then  means  to  say  that  we  paid  to  the 
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American  Transfer  Company  twenty  cents  per  barrel  for  oil 
transported  over  our  road  and  not  transported  through  the 
American  Transfer  Pipe  Line,  or  for  which  it  does  not  render 
an  equivalent  service,  he  states  a  fact  which  I  do  not  believe  ex- 
ists, and  which  if  it  did  exist,  would  be  remedied  immediately  ; 
it  cannot  be  possible. 

Q.  "When  you  say  for  which  does  it  not  render  an  equiva- 
lent service,  do  you  mean  by  that,  some  other  service  than  by 
transporting  oil  through  a  pipe  line  ?  A.  I  don't  know  ;  it  is 
just  suggested  to  me  by  Mr.  Blanchard  that  perhaps  the  ex- 
planation of  that  matter,  is  that  the  American  Transfer  Com- 
pany has  a  line  of  pipe  connecting  with  the  Alleghany  Valley 
road  through  which,  and  from  the  Alleghany  Valley  road,  oil 
reaches  us,  perhaps  at  Oil  City,  or  reaches  the  Atlantic  & 
Great  Westerfi  Railway  at  that  point,  that  he  may  refer  to  the 
oil  which  they  delivered  us  at  that  point ;  how  it  is,  I  don't 
know  ;  what  I  know  is,  and  to  which  my  attention  has  been  di- 
rected, about  which  I  do  know,  is  this  contract,  the  only  one  I 
know  of  existing  with  the  American  Transfer  Company,  and 
that  if  he  claims  that  we  paid  him  on  account  of  this  contract, 
which  is  the  only  one  I  know  of,  20  cents  a  barrel,  he  is  in 
error ;  we  did  not  do  it. 

Q.  Do  you  know  what  the  New  York  Central  pays  to  the 
American  Transfer  Company  ?    A.  I  do  not. 

Q.  Wasn't  this  agreement  made  with  the  American  Transfer 
Company  in  concert  with  the  New  York  Central  ?  A.  It  was 
not. 

Q.  Wasn't  there  any  conference  with  the  New  York  Central 
or  any  of  its  officers  by  you  or  any  of  your  officers,  which  re- 
sulted in  the  agreement  with  the  American  Transfer  Company  ? 
A.  I  do  not  suppose  the  New  York  Central  Eailroad  ever 
heard  of  it. 

Q.  You  have  no  knowledge  of  any  like  contract  on  the  part 
of  the  New  York  Central  ?     A.  I  have  not. 

Q.  Don't  you  know  that  the  only  pipe  line  that  the  Ameri- 
can Transfer  Company  owns,  is  the  one  you  have  just  men- 
tioned, to  the  Alleghany  River?     A.  I  do  not. 

Q.  That  they  have  not  any  line  such  as  is  stated  in  your 
contract  with  them  ?     A.  I  know  they  have. 

Q.  How  do  you  know  that  ?    A.  I  have  seen  it. 

Q.  How  do  you  know  it  belongs  to  the  American  Transfer 
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Company  ?    A.  I  don't  know  that  the  coat  you  have  on  belongs 
to  you  ;  I  take  it  for  granted  it  does. 

Q.  Why  do  you  take  it  for  granted  it  does  ?  A.  Because  you 
are  in  possesion  of  it. 

Q.  How  do  you  know  that  the  American  Transfer  Company 
was  in  possession  of  that  line  at  any  time  ?  A.  They  assumed 
the  name  of  the  American  Transfer  Company,  just  as  you 
assume  the  name  of  Mr.  Simon  Sterne  ;  they  dealt  with  us  in 
regard  to  that  pipe  line  just  precisely  as  you  would  in  any 
other  business  transaction,  and  I  took  it  for  granted  that  they 
were  the  parties  they  represented  themselves  to  be. 

Q.  Isn't  that  a  line  that  belongs  to  the  United  Pipe 
Line,  and  don't  you  know  that  same  Hue  is  one  that  existed 
formerly  and  in  possession  of  the  United  Pipe  Line? 
A.  No,  sir;  it  was  not  in  existence;  that  is  the  line  to  our 
road,  but  the  line  to  our  road  was  built  under  and  in  pursu- 
ance of  that  contract. 

Q.  You  say  that  you  placed  the  Standard  Oil  Company  upon 
a  level  with  other  shippers ;  don't  you  make  a  rebate  for  ship- 
ments made  to  Cleveland  of  crude  oil,  when  it  is  refined 
at  Cleveland,  sent  from  Cleveland  to  New  York,  equivalent  to 
the  rate  that  you  charge  for  crude  from  the  oil  regions  to 
Cleveland  and  from  Cleveland  back  to  the  oil  regions  ?  A.  I 
think  so,  but  that  I  will  have  to  leave ;  I  don't  know  about  the 
details. 

Q.  Then,  in  point  of  fact,  as  the  Standard  Oil  Company's 
Works  are  at  Cleveland,  you  place  the  Standard  Oil  Com- 
pany's works  at  Cleveland  upon  an  equality,  by  rebate,  equi- 
valent to  the  shipment  from  the  oil  regions  to  Cleveland,  150 
miles  west,  and  from  Cleveland  back  to  the  oil  regions,  150 
miles  east,  isn't  that  so  ?  A.  I  will  have  to  leave  that  to  Mr. 
Blanchard. 

Q.  If  you  do  that,  don't  you  place  the  Standard  Oil 
Company  people  in  a  position  of  advantage  ?  A.  There  is  no 
use  of  putting  in  my  mouth  "if"  and  "if"  and  "if;"  I  state 
to  you  the  fact  that  I  don't  know  what  that  arrangement  is. 

Q.  You  have  undertaken,  in  absence  of  any  knowledge  of 
the  arrangements  as  to  detail,  to  state  to  this  Committee  that 
you  gave  no  advantage  ?  A.  I  stated  to  the  Committee  what  our 
arrangement  is  with  the  Standard  Oil  Company ;  I  have  stated 
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to  this  Committee  what  we  agreed  to  make  a  rebate  for ;  the 
extent  of  the  rebate  and  what  for. 

Q.  You  did  not  mention  that.  A.  Very  well,  I  will  qualify 
it ;  I  say  now  that  since  that  time  in  the  contest  for  business, 
m  the  competition,  there  has  been  changes  in  the  rates  with 
which  I  am  not  familiar,  and  therefore  I  will  have  to  leave  that. 

Q.  You  did  not  mention,  however,  in  your  statement  to  the 
Committee,  the  rebate  which  places  the  Standard  Oil  works  at 
Cleveland,  upon  a  par  with  the  oil  works  in  Western  New 
York  ?  A.  If  the  arrangement  with  the  refineries  at  Cleve- 
land are  diferential  with  a  refinery  owned  by  the  Standard  Oil 
Company,  different  from  that  which  we  would  make  with  any 
other  refinery  there,  then  we  do  not  give  them  the  same  rates ; 
if  there  is  such  a  difference  I  don't  know  it. 

Q.  Don't  you  know  that  you  make  a  double  preferential  rate 
one  of  14  barrels  of  crude  to  10  barrels  refined,  and  another, 
rebate  equivalent  to  the  transportation  from  the  oil  regions  to 
Cleveland,  and  from  Cleveland  back  to  the  oil  regions  ?  A.  I 
take  it  for  granted  the  Committee  wants  facts, 

The  Chaibman — He  has  already  stated  that  he  don't  know. 
He  has  covered  that  ground  fully. 

Q.  What  is  your  existing  agreement  with  the  Standard  Oil 
Co.  in  writing ;  is  there  one  ?  A.  None  whatever ;  the  New 
York,  Lake  Erie  &  Western  Company  have  no  agreement  with 
the  Standard. 

Q.  They  follow,  in  that  respect,  the  agreement  made  with 
the  New  York  Central  ?  A.  I  don't  know  what  agreement  the 
New  York  Central  has. 

Q.  Do  you  know  whether  or  not  your  oil  traffic  pays  ?  A. 
I  don't  know ;  it  is  very  low. 

Q.  Aren't  you  doing  it  at  a  loss  ?  A.  I  have  never  tried  to 
make  a  calculation ;  I  could  not  answer  without  a  very  careful 
calculation,  and  then  it  would  be  but  an  approximation. 

Q.  Aren't  you  carrying  at  less  than  20  cents  a  barrel  ?  A.  If 
I  knew  the  rate  I  would  tell  it  to  you,  but  I  do  not  know  it. 

The  Chaibman—  He  says  he  don't  know  the  rate ;  he  cannot 
answer  your  question  if  he  is  not  familiar  with  the  subject. 

Q.  What  is  the  lowest  rate  that  you  have  known  of  ?  A.  I 
have  an  organization,  in  the  management  of  the  road,  in  which  I 
have  great  confidence ;  my  assistant,  Mr.  Blanchard,  has  much 
larger  experience  in  transportation  than  I ;  upon  general  prop- 
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ositions  and  general  questions  I  confer  with  him,  and  where  we 
differ,  my  judgment  preponderates ;  but  having  the  confidence 
I  have,  why,  in  contests  and  competition,  such  as  we  have  had 
for  a  long  time,  I  leave  the  question  almost  entirely  with  him. 
Q.  Have  you  ever  heard  of  an  organization  known  as  the 
South  Improvement  Company  ?  A.  Tears  ago  I  think  I  did 
hear  of  such  a  company. 

Q.  Had  you  any  connection  with  it  at  all  ?     A.  No,  sir. 
Q.  Mr.  "Watson,   the  former  President  of  the  Erie  Railway 
Company,  had,  had  he  not  ?      A.  I  don  t  know  ;  I  never  saw 
Mr.  Watson  until  I  came  here  to  assume  the  Presidency  of  the 
Erie  Railway  Company. 

Q.  The  oil  traffic  is  carried  under  a  special  arrangement,  is 
it  not,  by  virtue  of  which  no  bills  are  made  out,  at  the  point  of 
shipment  of  the  traffic,  but  the  bills  are  made  out  here  after 
the  oil  is  delivered  ;  isn't  that  so  ?  A.  If  so,  it  is  without  my 
knowledge. 

Q.  Don't  you  know  that  over  your  road  the  oil  is  carried 
now  without  any  special  arrangement  as  to  the  rate  ?  A.  I 
have  no  such  knowledge  ;  I  don't  think  it  is  true ;  it  may  be 
possible. 

Q.  If  it  is  done,  it  is  done  without  your  knowledge?  A.JiYes, 
sir ;  I  have  no  doubt  if  it  is  done,  there  is  a  sufficient  reason 
for  it,  but  my  attention  has  not  been  called  to  it. 

Q.  Have  you  a  schedule  rate  for  oil  ?  I  have  answered  that 
question  ;  I  don't  know. 

Q.  What  part  of  the  traffic  is  under  your  direction  ?  A.  No 
part  of  it  is  under  my  direction. 

Q.  Tou  have  stated  to  this  Committee  in  your  joint  letter, 
that  there  were  no  special  contracts  made  on  the  line  of  your 
road  ?  A.  Point  me  to  it,  will  you  ? 

Q.  Here,  sir.  (Referring  to  printed  matter.)  A.  I  under- 
stand Mr.  Sterne  to  say  that  I  state  in  the  joint  letter  of 
Messrs.  Yanderbilt  and  Jewett  that  we  have  no  special  rates 
on  the  Erie  Railway  ;  I  ask  him  to  point  me  to  the  expression 
— where  to  find  it — and  he  points  me  to  page  50  and  the 
second  paragraph  of  that  page ;  I  do  not  find  any  such  expres- 
sion. 

Q.  Did  you  or  did  you  not  mean  to  state  to  this  Committee 
that  the  system  of  special  contracts  did  not  prevail  upon  your 
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road  ?    A.  Will  the  Committee  allow  me  to  say  what  I  intended 
to  say  ? 

The  Chaieman — Yes,  sir. 

The  Witness — And  to  say  now,  all  that  I  have  to  say  upon 
that  subject,  so  they  will  understand  precisely  my  view  of  it? 

The  Chairmam — Of  this  special  rate  system  ? 

The  Witness — Yes,  sir ;  I  think  there  is  a  great  want  of 
uniformity  of  understanding  as  to  what  is  meant  by  "  special 
rates;"  special  rates,  although  the  latter,  so  far  as  the  Erie 
Company  is  concerned,  is  not  alluded  to  at  all,  yet  if  special 
rates  are  such  as  has  been  referred  to  here  in  testimony,  then 
the  response  made  in  behalf  of  the  New  York  Central  would 
not  be  true — accurately  correct,  as  applied  to  the  Erie ; 
but  special  rates,  as  I  understand  them,  do  exist  on 
the  Erie  road,  and  are  justifiable — more  for  the  interests  of 
the  public  than  the  railroad  company ;  the  differential 
rate  is  always  objectionable  unless  there  are  strong  reasons 
to  justify  it ;  there  must  be  very  strong  reasons  to 
justify  a  differential  rate ;  what  I  mean  by  a  differential 
rate,  is  that  if  two  of  you,  gentlemen  were  engaged  in 
the  same  business  at  the  same  point,  that  unless  there  were 
strong  reasons  to  the  contrary,  I  should  give  to  each,  between 
corresponding  points,  under  the  same  circumstances,  the  same 
rate  so  that  you  would  be  equal  in  the  market  as  dealers ; 
that  is  a  differential  rate  ;  a  special  rate  is  simply  a  rate  dis- 
tinguished from  the  tariff  rate ;  a  special  rate  when  given  to 
A  at  a  given  point,  is  given  to  all  dealing  as  he  is,  at  that 
point ;  it  is  special,  because  it  differs  from  the  tariff  rate ; 
hence,  it  is  frequently  impossible  to  make  a  tariff  rate  con- 
form to  the  necessities  of  the  community ;  to  remodel  and  re- 
adjust a  tariff  requires  time,  labor  and  calculation,  and  a  re- 
view of  the  business  of  a  series  for  years,  perhaps ;  but  a  state 
of  things  may  arise  which  would  require  for  the  necessities  of 
the  community,  that  a  special  rate  should  be  announced  with- 
in an  hour  after  the  happening  of  a  certain  contingency  ;  as  I 
understand  it,  with  but  one  exception,  on  the  Erie  Railway, 
there  is  no  special  rate  ;  therejs  no  rate  which  could  be  called 
a  differential  rate  ;  that,  with  but  one  exception,  our  special 
rates  are  of  the  character  which  I  have  stated  ;  that  is,  if  we 
would  find  in  Elmira,  for  example,  that  a  man  engaged  in  a 
certain    class    of    business,    if,    because   of   his  bringing    us 
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to  the  fact,  or  bringing  the  fact  to  our  notice,  that  our  sche- 
dule rates  to  that  point  embarrassed  his  business,  or  was 
such  that  rendered  it  unprofitable,  and  we  for  him,  make 
a  reduction  in  our  tariff,  we  would  apply  that  reduc- 
tion to  all  engaged  in  a  similar  business  ;  that  would  be  a 
special  rate  ;  it  would  be  a  charjge  .from  the  tariff  rate— from 
the  schedule  rate  ;  now  so  far  as  regards  special  rates,  it  is 
easy  for  the  Committee  to  see  that  they  are  almost/ absolutely 
necessary  ;  that  any  arbitrary  rates,  so  far  as  it  applies  to  our 
local  business,  would  be  destructive  frequently  of  our  local  in- 
terests ;  as  for  example,  here  is  a  large  manufacturer  of  loco- 
motives, say  at  Patterson  ;  there  is  another  large  manufacturer 
of  locomotives  at  Philadelphia  ;  there  is  another  at  some  other 
point ;  a  railroad  with  which  we  may  or  may  not  connect, 
issues  its  propositions  to  these  various  locomotive  builders  for 
a  proposition  to  build  fifty  or  one  hundred  locomotives ;  we 
have  a  schedule  rate  upon  the  various  articles  in  detail  which 
would  go  into  that  locomotive  ;  he  makes  his  bid,  however ; 
the  Philadelphian  makes  his  bid ;  the  builder  at  Sche- 
nectady makes  his  bid,  or  the  builder  at  Boston,  or  wherever 
it  may  be  ;  the  manufacturer  comes  with  these  various  propo- 
•  sitions,  and  he  shows  us  that  the  cost  to  him  of  material  and 
labor  with  our  rate  for  transportation  would  place  that  beyond' 
his  reach  ;  that  he  would  not  be  able  to  build  unless  we  would 
aid  him  by  giving  him  a  special  rate  upon  those  various  items 
which  go  into  the  construction  of  an  engine ;  we  would  give 
it  to  him  ;  rt  the  time  we  would  give  it  to  him  ;  we  would  give 
to  all  builders,  if  they  were  there,  the  same  rate,  but  that 
would  be  a  special  rate. 

By  the  Chaieman  : 

Q.  Would  you  give  to  all  others  shipping  the  same  com- 
modities to  that  same  point  for  other  purposes  at  the  same 
rate?  A.  It  would  generally  apply  to  the  whole;  there  might 
be  some  exceptions ;  I  don't  remember  of  any  now. 

By  Mr.  Dugtjid  : 

Q.  You  would  not  give  it  unless  they  asked  it?  A.  Yes,  sir  ; 
certainly  we  would ;  when  we  make  a  reduction  upon  a  com- 
modity to  one  dealer,  we  make  the  reduction  to  all  at  the  same 
46 
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point  and  under  similar  circumstances ;  there  are  a  great 
many  tanneries  on  our  line,  and  a  great  many  workers  in  lum- 
ber ;  a  tanner,  from  the  price  of  hides  and  from  the  price  of 
leather,  having  to  bring  his  bark  from  a  distance,  makes  his 
calculations  and  finds  that  he  cannot  afford  it ;  that  he  can't 
buy  his  hides  cheaper;  he  cannot  control  the  market,  and  he 
must  do  one  of  two  things,  either  we  must  help  him  in  the 
rate  or  he  must  retire  ;  whatever  the  schedule  rate  may  be,  if 
by  giving  him  a  special  rate  for  a  month,  or  six  months,  or  a 
year,  or  indefinitely,  we  can  enable  him  to  carry  on  his  busi- 
ness, we  do  it ;  but  when  we  give  it  to  him  we  give  it  to  all 
parties  in  the  same  locality  and  under  the  same  circumstan- 
ces ;  this  is  what  I  call  special  rate ;  it  is  only  where  you  prefer 
one  to  another  at  the  same  point,  and  dealing  under  the  same 
circumstances,  and  you  give  him  a  less  rate  than  his  neighbor, 
yon  make  a  differential  rate. 

By  the  Chairman  : 

Q.  You  say  you  would  give  the  same  rate  between  the 
same  points  to  all  parties;  does  it  or  does  it  not  frequently 
happen  that  you  give  a  less  rate  between  certain  points 
than  you  would  from  the  starting  point  to  some  intermediate  • 
point  in  the  case  of  competition  or  otherwise?  A.  I  don't 
know  of  a  case  ;  it  may  be  ;  I  am  endeavoring  to  give  to  the 
Committee  now  my  general  views ;  in  the  details  it  may  be 
that  a  state  of  things  as  stated  by  the  Chairman  may  exist ; 
I  don't  think  it  does. 

Q.  You  don't  think  it  ought  to  exist?  A.  1  don't  know  of 
any  ;  there  might  be  certain  circumstances  that  would  even 
justify  that ;  a  railroad  company  must  be  managed  within  the 
law ;  the  law  prescribes  a  rate ;  now,  within  that  limit,  a 
railroad  to  be  managed  successfully,  not  only  for  itself  but  for 
the  community,  must  be  managed  as  any  man  would  manage 
his  own  business  ;  if  I  can  help  a  man  under  peculiar  circum- 
stances by  giving  him  an  advantage,  not  over  his  neighbors 
engaged  in  the  same  business,  between  the  same  points,  but 
give  him  assistance  for  the  time  being,  I  am  rendering  him  a 
service,  I  am  rendering  the  community  a  service,  and  I  am 
rendering  the  railroad  a  service  ;  although  that  transaction 
may  result  unprofitably  to  the  railroad,  yet  if  he  succeeded 
in  his  business,  in  the  end  it  would  be  profitable. 
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Q.  To  what  extent  do  you  think  volume  ought  to  be  taken 
into  consideration  in  fixing  the  rates,  between  different  indi- 
viduals, all  other  circumstances  being  equal  ?  A.  It  is  more 
costly,  more  risk,  to  carry  a  car-load  of  freight  to  be  dis- 
tributed between  20  consignees  than  to  be  delivered  to  one  ; 
more  liability  of  error  in  collections,  to  error  in  the  bills  of 
lading,  to  delay,  and  it  would  be  more  expensive ;  I  have 
never  considered  that  question  carefully,  because  in  my  rail- 
road experience  I  have  had  occasion  but  seldom  to  determine 
whether  I  would  charge  a  man  carrying  one  car  more  than 
him  carrying  ten  ;  I  don't  know  ;  there  may  be  instances ;  I 
don't  know  of  one  now  to  which  I  could  direct  my  attention 
for  the  purpose  of  reviving  any  course  of  reasoning  I  may 
have  had  upon  the  subject. 

Q.  Suppose  a  man  wanted  to  ship  one  load  of  grain  from 
your  western  terminus  to  your  eastern  terminus,  a  single 
shipment,  and  another  man  wanted  to  ship  two  car  loads, 
oughtyou  to  'charge  the  one  man  more  than  twice  as  much  as 
the  other  ?  A.  Whether  we  ought  or  not,  I  don't  think  we 
ever  do  it ;  I  don't  think  we  ought  to. 

Q.  Do  you  or  do  you  not  think  that  a  car  load  would  be  a 
.proper  unit  of  shipment  in  determining  these  matters,  all  other 
things  being  equal  ?  A.  As  a  practical  question  without  re- 
gard to  the  moral  of  it,  I  don't  think  I  would  make  any  differ- 
ence in  my  ordinary  business  arrangements. 

Q.  Ought  there  not  to  be  some  point  at  which  a  man  with 
average  means  is  enabled  to  transport  goods  just  as  cheaply 
as  a  man  with  a  very  large  fortune  ?  A.  As  a  simple  trans- 
portation question,  without  regard  to  other  circumstances,  when 
you  reach  the  point  of  a  car  load,  where  there  is  no  actual 
additional  expenses — of  course,  if  a  man  would  ship  daily  20 
cars,  or  weekly  100  cars,  why  he  is  a  more  profitable  customer 
than  the  one  who  ships  once  a  week  one  car ;  but  whether 
right  or  wrong,  I  have  always  gone  upon  the  theory  that  it 
was  the  misfortune  of  the  company  that  it  had  not  more  of  the 
100  car  shippers  and  less  of  the  one  ;  but  I  don't  know  of  any 
instance  in  which  I  have  made  any  distinction  between  them 
in  rates. 

Q.  Of  course,  regularity  of  trade  is  one  thing  to  be  taken  into 
consideration  in  handling  cars  ?     A.  Tes,  sir. 
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By  Mr.  Bakek  • 

Q.  Have  you  ever  considered  the  question  as  to  the  actual 
cost  of  transportation  ?    A.  Yes,  sir. 

Q.  Can  you  give  us  an  idea  of  what  it  costs  to  transport 
freight  per  ton  per  mile  ?  A.  I  cannot  give  to  the  Committee 
an  idea  which  I  have  never  been  able  to  get  into  my  own  head ; 
I  don't  think  it  is  possible  for  any  one  to  state,  with  any  degree 
of  accuracy,  what  it  would  cost ;  you  may  start  a  train  from  one 
point  on  a  road  to  another  and  calculate  the  actual,  cost  of  fuel, 
of  oil,  of  waste,  of  service,  and  you  may  approximate  the  cost  of 
the  wear  and  tear  to  the  road  ;  that  would  be  all ;  you  may 
take  the  business  of  a  year  and  take  the  expenses  of  a  year 
and  determine  what  the  business  of  that  year  cost,  although 
there  may  be  included  in  it  a  portion  of  expense  that  has  re- 
sulted in  an  improvement  of  the  road  or  it  may  be  that  the  road 
had  depreciated  during  the  year;  all  that  you  can  do,  is  to  ap- 
proximate; it  is  easy  to  realize  that  it  is  utterly  impossible,  it 
depends  upon  so  many  circumstances ;  the  transportation  of 
freight  this  year  may,  because  of  the  weather,  be  more  costly 
than  the  next ;  a  week  or  two  weeks  blockade  of  sno-n  would 
affect  the  expenses  of  the  entire  year ;  floods  do  the  same ;  so 
that  it  is  impossible  in  that  respect  to  judge  of  it ;  then  you  have 
grades  ;  that  which  would  be  expensive  on  one  division  of  the 
road  would  be  very  low  upon  another  ;  it  depends  upon  your 
return  loading  ;  it  depends  upon  a  thousand  of  circumstances 
that  no  man  in^any  calculation  that  he  may  make,  can  take  into 
account,  so  as  to  enable  him  to  arrive  at  any  satisfactory  con- 
clusion ;  he  may  conjecture  about  it  and  theorize  about  it,  but 
that  is  all. 

By  the  Chairman  : 

Q.  Ought  a  railroad,  under  any  circumstances,  to  charge  more 
for  a  short  haul  than  for  a  long  one — the  same  commodity  ? 
A.  As  a  rule  of  business  ? 

Q.  Yes  ?     A.  No,  sir. 

Q.  Would  not  the  enforcement  of  that  rule  generally  do  less 
injustice  to  both  the  railroad  and  the  public  than  a  deviation 
from  that  rule  ?  A.  If  the  authority  which  established  that 
rule  was  universal,  but  if  it  was  but  partial,  it  might  do  a  very 
great  damage  without   doing  any  good ;  now  there  is  so  much 
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produce  in  the  country  to  be  transported  ;  if  the  railroads  of 
New  York  are  limited  to  any  arbitrary  rules,  why  this  don't 
affect  the  railroads  of  adjoining  States,  so  that  they,  knowing 
the  limitation  imposed  upon  the  New  York  lines,  would  have 
simply  to  adjust  their  rates  so  as  to  keep  it  a  little  above  that 
limitation  ;  they  would  secure  the  transportation  themselves, 
the  home  roads  would  be  deprived  of  it,  and  the  only  effect 
would  be  to  compel  the  home  roads  to  make  up  that  deficiency, 
to  advance  their  local  rates  unless  they  were  also  limited  in 
those  rates. 

Q.  Suppose  you  were  forbidden  to  carry  produce  from  any 
point  on  the  line  of  your  road  within  this  State — you  having 
charged  more  for  carrying  produce  from  any  point  on  your 
road  within  this  State  to  the  City  of  New  York  or  to  any  other 
point  than  you  charge  for  carrying  the  same  commodities  under 
the  same  circumstances  without  the  State  to  that  point — would 
such  a  rule  as  that  operate  injuriously ;  do  I  make  myself 
perfectly  clear?  A.  Do  you  mean  that  the  proposition — sup- 
pose for  instance  we  are  carrying  wheat  from  Chicago  to  New 
York,  and  we  are  carrying  wheat  from  Batavia  to  New  York, 
do  you  ask  me  if  we  are  limited  at  Batavia,  that  is,  that  we 
shall  not  charge  from  Batavia  to  New  York,  more  than  we 
charge  from  Chicago  to  New  York,  if  that  would  be 

Q.  No,  I  am  not  familiar  with  your  road  ;  let  us  take  the 
New  York  Central ;  would  it  be  an  injustice,  or  what  would  be 
the  effect,  Supposing  the  New  York  Central  was  forbiddeD  by 
law  to  charge  more  for  hauling  freight  from  Rochester  to  New 
York  than  their  proportion  of  a  through  haul  from  Chicago  to 
New  York,  on  the  same  commodity,  and  all  other  circumstances 
being  the  same,  except  the  distance  ?  A.  They  would  have  to 
do  one  of  two  things  ;  they  would  have  to  abandon  the  Chicago 
business  or  advance  their  rates  from  Bochester. 

Q.  Lower  their  rate  from  Bochester  ?  A.  No  ;  advance  it, 
because  they  could  not  lower  their  rates  from  Bochester  ;  the 
result  would  be,  I  think,  the  abandonment  of  the  Chicago  busi- 
ness, and  the  advance  of  the  rates  from  Bochester. 

Q.  If  they  could  afford  to  make  this  haul  from  Buf- 
falo to  New  York  for  their  proportion  of  the  through  rates, 
could  not  they  afford  to  make  a  haul  from  Bochester  to  New 
York,  all  circumstances  being  the  same  as  to  volume,  etc.  ?  A. 
No. 
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Q.  You  say  no  ?  A.  I  am  going  on  to  explain  ;  no,  I  say ; 
what  I  mean  is,  it  would  not  be  wise  ;  New  York  roads  occupy 
a  very  delicate  position,  one  which  the  Legislature,  before  it 
interferes,  ought  seriously  to  consider;  the  City  of  New  York 
occupies — the  commerce  of  New  York — a  very  delicate  posi- 
tion ;  whilst  the  railroads  may  be  able  to  do  the  local  business 
of  the  State  at  reasonably  low  rates  when  they  have  the  bene- 
fit in  the  aggregate  of  earnings  of  the  through  business,  if  they 
are  required  to  reduce  the  local  rate  to  the  same  ratio  of  earn- 
ings upon  the  same  distance  as  they  would  derive  from  the 
through  business,  then  their  earnings  would  probably  be  so 
reduced  that  they  would  be  unable  to  sustain  themselves ; 
if  they  were  confined  to  their  through  business,  the 
rate  is  probably  such  as  would  not  enable  them  to 
live,  but  by  combining  both,  they  are  able  to  get  along,  because 
the  expense  is  not  advanced  in  proportion  to  the  amount  of 
business  done  ;  they  have  their  road  that  they  must  maintain, 
they  have  their  organization  that  they  must  maintain,  they 
have  their  equipment  that  they  must  keep  up  equal  to  any 
emergency — they  are  required  to  do  it ;  the  expense  involved 
in  the  maintenance  of  their  organization  and  largely  of  their 
equipment  and  roadway,  is  not  advanced  in  anything  like  the 
ratio  of  labor  done  or  of  business  done. 

Q.  Do  I  understand  you,  that  the  through  traffic  of  itself 
and  alone,  probably  would  not  pay  the  railroad  ?  A.  I  don't 
think  it  would. 

Q.  Would  you  say  the  same  of  the  local  traffic?  A.  In  the 
present  condition  of  the  roads  it  would  not. 

Q.  I  mean  the  present  condition  of  the  roads  and  at  the  pres- 
ent rates  ?  A.  No,  sir ;  it  would  not,  anything  like  it ;  it  is  only  by 
the  uniting  of  the  two,  creating  a  large  earning;  a  large  portion 
of  it  is  the  result  of  a  service  which  adds  in  no  sense  to  the 
cost  of  performing  it ;  now  the  Committee  would  have  to  bear 
in  mind  that  in  this  matter  of  transportation 

By  Mr.  Baeeb  : 

Q.  I  understand  you  to  say  that  it  is  unjust  for  any  road  to 
charge  more  for  a  short  haul  than  for  a  long  one,  do  I  not  ? 
A.  I  say  as  a  general  rule  it  ought  not  to  be  done  ;  there  may 
be  exceptions  to  justify  it. 

Q.  Upon  that  general  rale,  can  you  justify  the  fact,  say  that 
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from  Rochester  or  Batavia  the  Erie  road  charges  perhaps 
twice  or  more  than  what  is  charged  from  Buffalo  to  New  York 
on  flour  ?  A.  If  it  is  a  fact,  it  is  one  that  has  not  been  brought 
to  my  knowledge. 

Q.  From  Rochester  to  Port  Jervis  or  Binghamton — 
what  has  been  the  charge  or  is  charged  from  Buffalo  to  New 
York  I  mean — the  rates  from  Bochester  to  Port  Jervis  or  Bing- 
hamton are  greatly  in  excess  of  the  through  rates  from  Buffalo 
to  New  York  ?  A.  You  mean  of  the  proportion  of  the  through 
rate? 

Q.  Actually  more  ?  A.  That  is  a  fact  that  I  don't  know ;  I 
would  like  to  look  into  it ;  I  would  say  that  previous  to  my 
coming  upon  the  road,  when  it  was  really  in  doubt,  I  had  a 
conference  with  Mr.  Bla::chard,  who  came  to  see  me  at  Wash- 
ington, with  regard  to  the  Erie  road  and  its  business  ;  he  be- 
came possessed  fully  of  my  views  in  regard  to  the  local  busi- 
ness, the  means  necessary  to  cultivate  it,  the  relations  the 
company  ought  to  bear  to  the  business  interests  along  the  line 
of  the  road,  how  the  rates  should  be  adjusted,  and  that 
if  I  did  come,  I  wanted  that  we  should  conduct  our 
business  in  accordance  with  the  rules  and  principles 
which  we  both  concurred  in ;  with  a  view  to  that,  pre- 
vious to  my  coming  here,  he  issued  a  circular  to  allthe  busi- 
ness interests  along  the  line  of  the  road,  and  agents,  adyising 
them  that  a  tour  would  be  made  upon  the  road  to  ascertain 
what  their  interests  and  wants  were,  that  we  might  accommo- 
date them  as  nearly  as  possible  ;  that  tour  was  made  over  the 
road  by  Mr.  Blanchard  and  his  assistants  ;  the  result  was  the 
issuing  of  a  large  number  of  circulars  changing  entirely  the 
schedule  rate,  the  tariff  reducing  it,  and  making  it  conform,  as  we 
then  supposed,  to  the  wants  of  the  different  localities  along 
the  road  ;  from  that  time  to  this,  whenever  we  have  been  ad- 
vised of  any  complaint,  we  have  examined  it,  and,  so  far  as  it 
could  be  remedied,  we  have  remedied  it. 

By  Mr.  Gkady  : 

Q.  You  were  going  to  state  something  about  the  transporta- 
tion question  when  you  were  interrupted  by  Mr.  Baker,  when  you 
were  going  to  refer  to  some  papers  you  had  in  your  hand  as  part 
of  your  answer  ?  A.  I  was  going  to  remark  that  both  the  roads 
and  the  city  of  New  York  labor  under  some  disadvantages  ; 
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in  the  first  place,  taking  Chicago  as  being  nearer  to  Baltimore 
and  Philadelphia  than  to  New  York,  I  think,  by  something  in  the 
neighborhood  of  100  miles  ;  from  Chicago  to  New  York  by  the 
Lake  Shore  and  New  York  Central  is  982  miles  ;  from  Chicago 
to  New  York  via  the  Pennsylvania  road  it  is  908  miles  ;  from 
Chicago  to  Philadelphia  it  is  814  miles ;  from  Chicago  to 
Baltimore  it  is  889  miles ;  an  average  of  100  miles  against 
us  ;  from  Cincinnati  to  New  York,  it  is  by  the  New  York 
Central  Road  868  miles ;  from  Cincinnati  to  New  York  by  the 
Pennsylvania  road,  it  is  672  miles ;  from  Cincinnati  to  Phila- 
delphia by  the  Pennsylvania  road  it  is  672  miles ;  from  Cin- 
cinnati to  Baltimore  it  is  579  miles  ;  from  St.  Louis  to  New 
York  by  the  New  York  Central  road  it  is  1,169  miles ;  to 
Philadelphia  971  miles,  to  Baltimore  t)20  miles ;  now  in  the 
competition  with  these  roads,  we  have  this  matter  of  distance^ 
of  time,  to  compete  with,  and  if  we  are  restrained  in  the  mak- 
ing of  our  through  rates  in  proportion  ,to  a  pro  rata  with  our 
local  rates;  that  is,  if  we  are  not  permitted  to  compete  with 
them,  at  whatever  rate  they  make  over  those  shorter  dis- 
tances for  this  through  traffic,  why,  we  can't  do  it  ;  they  will 
do  the  business. 

By  the  Chairman  : 

Q.  Isn't  it  frequently  the  course  of  railway  management,  that 
they  endeavor  to  reach  out  and  get  business  that  don't  belong 
to  them,  not  properly  within  their  territory,  and  by  doing  that 
at  a  very  low  figure,  they  embarrass  themselves  as  a  whole  ? 
A.  Undoubtedly  it  is,  and  that  is  frequently  done  ;  not  because 
it  is  desirable  by  the  railroad  company ;  but  here,  for  instance, 
take  the  early  part  of  this  season,  Southern  Ohio  and  In- 
diana were  full  of  produce,  in  the  northwest  there  was  but  little 
of  it ;  why,  the  clamor  upon  the  railroads  by  the  interests  in- 
volved, to  bring  that  to  New  York,  was  very  great ;  they  were 
our  customers ;  it  is  our  city ;  there  is  a  desire  not  only  to 
maintain  the  business  relations  of  the  customers,  but  to  main- 
tain the  reputation  of  the  city  as  the  great  point  of  export,  and 
this  struggle  on  the  part  of  the  railroads  for  this  traffic  which 
otherwise  might  be  regarded  as  somewhat  illegitimate,  is  be- 
cause of  a  desire  to  gratify  this  local  interest  and  to  subserve 
this  local  interest ;  but  at  the  same  time,  we  cannot  help  it ; 
now,  what  we  have  devised  in  this  Board  of  Arbitration,  is 
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so  far,  an  effort  on  our  part,  to  do  that  which  the  law,  if  it  is 
possible,  ought  to  do  ;  if  New  York  could  extend  its  jurisdic- 
tion over  the  Canadas,  over  Michigan,  Ohio,  Pennsylvania  & 
Maryland,  all  these  great  arteries  of  communication,  and  es- 
tablish one  general  rule  for  the  government  of  the  whole,  you 
could  save  the  community  a  great  deal  of  annoyance  and  save 
the  roads  from  serious  losses ;  but  you  cannot  do  it,  and  every 
arbitrary  rule  laid  down  by  the  Legislature  of  New  York,  af- 
fecting the  railroads  in  New  York,  is  simply  placing  them  at 
a  disadvantage  in  their  competiltion  with  these  outside 
lines,  other  trunk  lines,  who  are  contending  fur 
their  State  capitals  or  their  State  commercial  depots ; 
in  this  Board  of  Arbitration  which  we  have  sought  to 
establish,  if  we  get  it  established,  and  can  maintain  it,  it  will 
remedy  that  difficulty,  because  they  will  perform  the  function 
which  the  law,  if  there  was  a  general  law,  would  perform  ;  that 
is,  the  settling  of  these  questions  of  controversy,  and  of  adjust- 
ing these  matters  of  competition,  and  bringing  them  all  within 
some  general  principle,  and  subject  to  some  general  rule  ;  but 
until  that  is  done,  unless  Congress  intervenes  and  establishes 
some  general  rules  with  regard  to  this  inter-State  commerce 
and  trade  and  transportation,  then  I  see  nothing,  if  we  are  to 
maintain  the  position  of  New  York,  and  to  maintain  these  great 
railroads  ol  the  State,  but  to  continue  this  competition  until 
the  position  is  recognized  and  acknowledged. 

Q.  Can  Congress  regulate  matters  within  the  State ;  Con- 
gress may  regulate  inter-State  commerce  under  the  federal  con- 
stitution, but  can  they  regulate  commerce  within  the  States ; 
have  they  that  power  ?     A.  If  you  ask  my  judgment  simply  as 


Q.  You  have  been  in  Congress  and  you  are  a  lawyer  ?  A.  I 
should  say  no,  but  they  have  asserted  it,  and  the  Supreme 
Court  of  the  United  States  has  recognized  it ;  there  is  a  case 
where  there  is  a  little  piece  of  a  river  up  in  Michigan,  no  head 
or  tail  to  it,  but  some  enterprising  gentleman  put  a  little  boat 
upon  it ;  he  had  no  charter ;  it  was  not  as  he  thought  a 
navigable  stream,  but  he  thought  he  would  make  money,  and 
answer  the  purposes  of  the  public,  by  running  a  little  stern  wheel 
steamboat  up  and  down  this  little  piece  of  a  river  where  it  was 
navigable,  carrying  passengers  and  carrying  produce  from  on 
end  of  this  little  river  to  the  other  ;  he  didn't  suppose  he  was 
47 
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subject  to  any  regulations  of  Congress ;  he  supposed  he  was 
in  the  State  of  Michigan,  and  he  was  dealing  simply  with  the 
local  interests  of  the  State  ;  I  believe  the  Supreme  Court  held  in 
the  suit  against  him,  that  if  the  traffic  he  carried  over  that  river 
was  intended  lor  export,  either  out  of  the  country  or  into  any  other 
State,  he  was  then  subject,  although  he  carried  it  that  short 
distance,  to  the  legislation  of  Congress  and  to  the  Laws  of 
Congress  ;  I  believe  that  they  have  further  held,  that  it  made 
no  difference  where  the  traffic  originated  or  where  it  was  to 
terminate,  that  if  it  was  designed  when  it  was  received  for  trans- 
portation out  of  the  State,  that  that  came  within  the  province 
of  Congress  to  regulate  ;  but  then  I  don't  know  that  this  has 
anything  to  do  with  it  even  if  they  had  not ;  if  there  were 
general  principles  established,  whether  wise  or  unwise,  applied 
to  all  the  means  of  transportation  upon  through  traffic,  inter- 
State  traffic,  we  would  then  be  all  on  equality  ;  then  the  Leg- 
islatures of  the  various  States  could  deal  with  the  local  traffic 
in  such  way  as  the  necessities  and  interests  of  the  State 
would  indicate  were  proper,  without  involving  their  local  lines 
of  transportation  in  any  conflict,  because  of  the  other  lines 
being  able  to  take  advantage  of  them ;  they  would  all  be  sub- 
ject to  the  general  law  affecting  the  general  trade. 

By  Mr.  Steene  : 

Q.  You  mentioned  the  fact  and  gave  it  prominence,  that 
New  York  City  is  further  by  100  miles  from  Chicago  than 
Philadelphia  or  Baltimore  ;  hasn't  it  a  very  great  advantage, 
an  advantage  far  'greater  than  that  difference  in  mileage,  in 
the  bulk  of  its  traffic  and  the  facilities  of  its  harbor?  A.  It 
has  undoubtedly  an  advantage  in  the  bulk  of  its  traffic  that 
we  want  to  maintain ;  if  we  can  maintain  that,  it  will  always  be 
an  advantage,  but  if  we  cannot  maintain  it — and  you  can  very 
easily  see  that  if  you  take  Cincinnati  as  an  initial  point,  which 
is  out  of  a  distance  of  871  miles  to  New  York  as  against  o72  to 
Philadelphia 

Q.  You  take  the  longest  line  as  compared  with  the  shortest  ? 
A.  No,  the  Baltimore  &  Ohio  is  the  shortest. 

Q.  In  giving  the  shorter  figure,  you  take  the  shortest  line 
and  giving  the  other  figure  you  take  the  longest  line  via  the 
New  York  Central?  A.  There  is  but  three  miles  difference 
between  the  New  York  Central  and  the  Erie. 
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Q.  Between  the  New  York  Central  and  the  Pennsylvania, 
isn't  there  a  very  great  difference  ?  A.  I  am  giving  the  differ- 
ence to  Philadelphia;  to  New  York  it  is  871  miles  ;  to  Phila- 
delphia, 672 ;  to  New  York,  by  the  Pennsylvania  road,  it  would 
be  only  772 ;  and  I  am  taking  it  to  Philadelphia  ;  I  am  showing 
what  might  be,  simply  to  answer  your  question,  because  I 
suppose  you  are  as  anxious  to  get  at  whatever  is  right  in  this 
matter  as  I  am. 

Q.  Of  course  I  am.  A.  I  am  merely  referring  to  it  to  show 
how  we  may  lose  this  bulk  of  trade  to  which  you  have  refer- 
red, if  the  roads  out  of  Cincinnati  can,  by  concentrating  their 
traffic  upon  Philadelphia  ;  supposing  we  are  forced  to  an 
arbitrary  rate  that  we  cannot  negotiate  with  them,  that  we 
cannot  help  it,  to  pro  rate  upon  one  quarter  greater  distance, 
if  they  come  to  us  here  than  they  would  have  to  pro  rate  upon 
if  they  went  to  Philadephia,  wouldn't  their  interest  very  soon 
force  them  to  that  point  of  delivery  ;  now,  I  express  the  opin- 
ion, and  it  is  but  an  opinion,  that  if  the  New  York  roads 
should  be  forced  to  arbitrary  rates  as  against  this  through 
traffic,  the  transportation  lines  in  the  west,  which,  with  but  one 
or  two  exceptions,  have  precisely  the  same  means  of  reaching 
the  Pennsylvania  road  that  they  have  of  reaching  either  of  the 
New  York  roads,  and  having  200  miles  in  favor  of  that  port  as 
against  New  York,  that  in  time  our  bulk  of  trade  would  dim- 
inish, and  theirs  increase. 

Q.  Haven't  you  agreed,  on  behalf  of  the  Erie  Eailway  Com- 
pany, to  an  arbitrary  rate  which  makes  a  constant  difference 
as  against  New  York  in  favor  of  Philadelphia  and  Baltimore 
of  respectively  2  and  3  cents  a  hundred  ?  A.  Yes,  sir ;  we  have 
made  that,  and  thought  we  were  very  successful  when  we  got  it 
reduced  from  6,  8  and  10 ;  we  make  it  for  the  very  purpose 

Q.  I  don't  ask  you  for  the  purpose  ;  I  want  an  answer  to 
the  question  ;  do  you  make  it  on  the  mileage  theory  ?  A.  Oh, 
no ;  if  we  made  it  on  the  mileage  theory  they  would  have,  I 
think,  on  St.  Louis  26 — well  it  would  be  four  or  five  times  what 
it  is — three  or  four  times  what  it  is 

By  Mr.  Grady  : 

Q.  State  for  what  purpose  you  make  it?  A.  We  make  it  to 
try  and  equalize  those  lines  and  get  rid  of  this  excessive  dif- 
ference against  us,  and  of  the  competition  which  constantly 
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arises  in  the  contest  with  them  about  that  difference  of  distance. 

By  Mr.  Sterne  : 

Q.  Is  it  on  that  ground,  that  you  gave  an  equal  rate  to  Bos- 
ton, which  is  by  your  line  220  miles  further  from  the  western 
centers  than  New  York  ?  A.  my  answer  to  that  is,  we  have 
no  rate  to  Boston  over  the  Erie  road. 

Q.  Haye  you  a  rate  equal  to  that  to  New  York  ?  A.  We 
have  no  line  to  Boston. 

Q.  Don't  you  practically  carry  to  Boston  at  the  same  rate 
that  you  do  to  New  York,  whether  you  have  aline  or  not?  A. 
We  do  not  carry,  because  we  have  no  line ;  I  believe  we  do 
not  do  any  business  now,  do  we  Mr.  Blanchard  ? 

Mr.  Blanchard — Yes,  some  little. 

The  Witness — We  may  do  a  little  by  water,  I  don't  know 
what  it  is. 

Q.  Don't  you  know  that  you  carry  to  Boston  at  the  same 
rate  ?     A.  No,  sir  ;  we  do  not. 

Q.  Aren't  you  carrying  from  Boston  at  the  same  rate  that 
you  do  from  New  York  ?  A.  We  observe,  as  I  understand  it, 
I  believe,  the  New  York  Central  rates  to  and  from  Boston. 

Mr.  Blanchard — That  is  all. 

The  Witness — I  understand  the  reason  rthat  the  New  York 
Central  felt,  that  they  had  to  yield,  was  because  of  the  com- 
petition, and  what  they  regarded  unscrupulous  competition — 
whether  it  was  so  or  not,  I  don't  know — with  the  Grand  Trunk 
and  the  Vermont  Central,  to  take  from  them  that  Boston  trade. 

Q.  You  have  agreed,  have  you  not,  together  with  the  New 
York  Central,  to  carry  from  Boston  to  western  centers  at  the 
same  rate  that  you  do  from  New  York  ?  A.  We  always  pro- 
tested against  the  same  rate. 

Q.  You  do  not  answer  my  question  ;  have  you  not  agreed  to 
that  ?  A.  We  have  no  agreement  with  the  exception  that 
having  but  little  business,  we  have  agreed  to  observe  their 
rates ;  that  is,  not  to  go  below  them,  by  water. 

Q.  And  that  means  to  carry  from  Boston  to  western  cities 
at  the  same  rates  as  from  New  York  ?  A.  Very  well ;  I  have 
stated  just  what  it  is. 

Q.  No,  you  have  not  stated  it ;  don't  that  mean  that  you  carry 
from  Boston  to  western  centers  at  the  same  rate  as  the  New 
York  Central?     A.  I  have  stated  that  we  observe  the  New 
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York  Central  rates,  so  far  as  w  e  carry  freight,  to  and  from 
Boston. 

The  Chaikman — That  is  all  in  evidence ;  Mr.  Vilas  has  stated 
that. 

Q.  How  do  you  justify  that?     A.  Justify  what? 

Q.  How  do  you  justify  your  acquiescence  in  that  rate  ?  A. 
I  justify  it  that  we  have  no  rail  line  to  Boston  ;  that  under 
no  circumstances  could  we  expect  to  do  much  by  water ;  that 
whatever  wo  did  was  unprofitable ;  that  we  did  it  simply  to 
accomodate  our  customers  who  gave  us  the  bulk  of  their  busi- 
ness, and  did  not  want  them  to  d.vide  it ;  it  was  not  desirable  that 
we  should  require  them  to  divide  it;  it  is  a  business  we  do  not 
seek  ;  it  is  a  business  we  cannot  do  at  a  profit ;  but  not  having 
much  of  it,  why,  we  agreed  simply  to  observe  the  rates  of  the 
New  York  Central  road,  that  no  confusion  in  the  trade  may 
arise  ;  that  is  my  understanding  of  it. 

Q.  If  the  pooling  arrangements  and  the  agreed  rates  are 
strictly  observed,  there  is  an  end  to  competition,  isn't  there  ? 
A.  I  hope  so. 

Q.  Have  you  observed  the  effect  of  these  through  rates  on 
the  milling  interest  in  the  western  part  of  the  State  of  New 
York  ?  A.  I  have  heard  of  it  in  a  way  that  I  have  no  doubt 
about  it. 

Q.  Does  it  affect  them  disastrously  ?  A.  If  all  I  have  heard 
is  true,  it  affects  them  disastrously  ;  that  is,  it  may  be  from  that 
cause  ;  it  may  be  from  others ;  but  isn't  it  singular,  Mr.  Sterne, 
that  the  State  of  New  York,  with  its  own  line  of  communica- 
tion is  every  day  seeking  to  reduce  the  rates  upon  the  canal ; 
some  are  striving  to  make  it  free  altogether,  by  which  means 
every  bushel  of  grain  or  barrel  of  flour  which  we  carry  from 
the  most  distant  point,  in  competition  with  the  State  trade,  the 
State  products  would  be  brought,  if  those  parties  succeed  in 
making  the  canal  free,  or  reducing  the  tolls  thereof,  at  a  much 
less  rate  to  New  York  than  we  now  bring  it ;  and  that  if  these 
mills  and  other  manufactures  in  the  interior  are  prejudiced  by 
our  rates,  that  they  would  still  be  more  prejudiced  by  those  low 
canal  rates. 

Q.  Why,  no  ;  not  all,  because  they  would  get  the  benefit  of 
those  low  canal  rates ;  what  prejudice,  then,  is  the  fact  that 
you  make  high  rates  to  them,  and  low  rates  to  the  west,  and 
the  free  canal,  or  low  tolls  on  the  canal,  would  make  low  rates 
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to  them,  and  no  lower  rates  to  the  west,  and  therefore  there  is 
no  singularity  to  my  mind  about  it  at  all  ?  A.  I  leave  that 
proposition  to  the  Committee  ;to  illustrate  that  a  little  further, 
because  I  can  understand  how  gentlemen  living  in  the  interior 
feel  very  sore  upon  this  question,  and  if  they  can  be  relieved, 
.there  is  no  one  more  desirous  of  relieving  them  than  I  am  ;  sup- 
pose now  that  the  Legislature  does  intervene,  would  it  benefit 
Mr.  Baker's  millers,  in  Eocehster,  if  we  should  be  required  to 
charge  from  Buffalo  the  same  or  a  higher  rate  than  we  do  charge 
from  Rochester ;  if  we  were  required  so  to  do,  what  would  be 
the  result  ?  it  would  add  largely  to  the  through  rate  ;  it  would 
not  keep  the  products  from  going  to  New  York ;  it  would 
keep  them  out  of  the  State  of  New  York  and  force  them  over 
other  lines  of  communication ;  true,  the  mills  at  Rochester 
would  not  see  it  pass  by,  but,  nevertheless,  it  would  go  to  New 
York,  if  that  was  the  best  market,  by  the  other  two  lines  of 
railroads  leading  to  New  York,  or  it  would  go  to  Montreal,  or 
go  to  Philadelphia ;  it  would  not  pay  to  the  railroads  of  New 
York  a  higher  proportion  per  mile  upon  an  increased  distance 
than  they  were  called  upon  to  pay  by  our  competing  lines  at  a 
less  distance ;  the  result  would  be  we  would  be  damaged  and 
the  miller,  not  benefited. 

Q.  Suppose  Pennsylvania  and  Maryland  should  follow  the 
example  of  New  York,  assuming  New  York  to  pass  such 
a  law,  then  j  ou  would  again  be  placed  upon  the  same  terms  of 
equality,  would  you  not ;  you  are  assuming  that  Pennsylvania 
would  neglect  its  duty  V  A.  Don't  understand  me  as  being  in 
favor  of  the  disorganized  state  of  things  which  has  existed 
for  years  past,  or  opposed  to  any  legislation  which  will  remedy 
these  evils;  if  you  can  induce  Pennsylvania  and  New  York,  or 
induce  the  trunk  lines  themselves,  to  establish  rules  and  regu- 
lations which  shall  be  uniform,  then  we  can  carry  them  out 
without  doing  any  damage  to  our  local  interests,  but  until  they 
are  uniform  it  cannot  be  done. 

Q.  Let  me  ask  you  one  questien,  to  go  back  to  another 
point ;  in  furnishing  the  Committee  with  the  information  the 
Committee  desires  in  relation  to  these  expenditures  that  have 
been  had  of  moneys  arising  from  bonds  and  stock,  will  you 
kindly  also  furnish  the  account  with  Bischoffsheim  &  Gold- 
schmidt  ?  A.  I  wish  you  would  just  make  a  memoranda  of 
what  you  want. 
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The  Chaieman — Mr.  Little  is  the  proper  man  to  call  upon  for 
that. 

The  Witness — Mr.  Little  is  here  for  that  purpose. 

The  Chaieman — I  will  see  him  anil  make  out  a  written  state- 
ment of  just  what  we  want. 

The  Witness — As  I  said  to  the  Committee  in  the  beginning, 
when  this  investigation  was  commenced,  I  assumed  additional 
office  duties,  that  Mr.  Blanchard,  my  assistant,  who  was  per- 
fectly familiar  with  all  these  questions  of  transportation,  and 
Mr.  Little,  who  was  perfectly  familiar  with  all  these  accounts, 
should  be  at  the  service  of  the  Committee  to  furnish  the  infor- 
mation they  might  want. 

By  Mr.  Geady  : 

Q.  I  want  to  ask  you  this  question  about  Pennsylvania  and 
Maryland,  following  the  example  of  New  York,  in  fixing  an 
arbitrary  rate  regarding  our  local  business ;  you  gave  it  as 
your  opinion  that  the  fixing  of  that  arbitrary  rate  would 
militate  against  New  York  as  a  commercial  centre  ?  A.  I 
have  no  doubt  about  it. 

Q.  That  it  would  take  the  business  that  now  goes  there  to 
Philadelphia  and  Baltimore  ?  A.  If  it  came  to  New  York  it 
would  come  over  the  lines  of  railroad  coming  through  those 
States  which  are  not  affected  by  these  arbitrary  rates. 

Q.  Do  you  thirjk  it  would  reduce  the  bulk  of  the  business 
which  is  now  an  advantage  to  New  York  ?  A.  Yes,  sir ;  I  do ; 
it  is  a  matter  susceptible  of  demonstration. 

Q.  Is  it  true  that  New  York  City  is  now  losing  its  business? 
A.  I  think  it  is. 

Q.  By  reason  of  this  shorter  distance  between  Baltimore 
and  Philadelphia  and  the  western  centres  ?  A.  By  reason  of 
the  efforts  of  those  cities  to  increase  their  trade,  and  by 
reason  of  the  co-operation  between  their  railroads  and  those 
cities  in  building  it  up,  and  by  reason  of  the  fact  that  their 
distance  does  reduce  the  actual  expense. 

By  Mr.  Steene  : 

Q.  Isn't  the  gradient  of  the  New  York  Central  very  far 
superior  to  that  of  any  of  the  other  roads  ?  A.  It  has  some 
advantages  and  it  has  some  disadvantages  ;  the  gradients  of 
the  New  York  Central  I  am  not  so  familiar  with  as  I  ought  to 
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be  ;  the  gradients  of  the  New  York  Central  are  less  than  either 
of  the  other  roads,  but  on  the  Pennsylvania  Baihoad  their 
grades  are  concentrated,  they  are  all  at  one  point,  so  they  can 
help  without  very  serious  expense. 

Q.  Supplemental  power  ?  A.  Yes,  sir ;  in  New  York  it  is  in 
little  hills,  here,  there,  and  other  places,  which  affect  the  power 
over  the  entire  line  ;  the  Baltimore  &  Ohio  is  more  unfortunate, 
their  grades  are  spread  out  different,  but  as  matter  of 
expense  of  operating,  if  the  accounts  are  correctly  stated, 
and  I  have  no  reason  to  doubt  it,  the  Baltimore  &  Ohio 
road  is  the  cheapest  road  of  the  trunk  lines  to  operate, 
from  the  fact  that  it  runs  a  great  portion  of  its  dis- 
tance through  a  most  valuable  coal  field  ;  whilst  the  New  York 
Central  is  paying  $'d  or  $4,  or  $5  a  ton  for  its  coal,  the  Balti- 
more &  Ohio  can  bring  it  right  out  of  the  pit  and  dump  it  into 
the  car  of  the  engine  at  a  cost  possibly  of  eighty  to  ninety 
cents  a  ton  ;  the  advantage  it  has  in  point  of  fuel,  far  over-bal- 
ances any  advantage  the  New  York  Central  may  have  in 
grades ;  that  is  the  same  case  with  the  Pennsylvania;  they  get 
their  coal  along  the  line  of  their  road  ;  we  have  to  bring  it  over 
other  roads  ;  our  advantage  over  the  New  York  Central  is  not 
so  great,  we  have  some  advantage,  however,  of  cheapness  of 
fuel. 

Q.  The  bulk  of  the  traffic,  you  have  stated  before,  makes  an 
enormous  difference  in  the  economy  of  railway  management, 
doesn't  it?     A.  Makes  a  large  diffeience. 

Q.  There  are  a  certain  number  of  fixed  charges,  that  a  rail- 
way has  to  meet  in  any  event,  whether  it  has  large  or  a  small 
traffic  ?     Yes,  sir. 

Q.  The  larger  the  traffic  the  greater  the  econ  omy  ?  A.  Yes 
sir. 

Q.  Isn't  that  an  enormous  advantage  in  favor  of.  the  New 
York  roads?     A.  In  favor  of  the  New  York  roads. 

Q.  Well,  I  speak  of  the  New  York  Central  ?  A.  Certainly 
it  is. 

Q  Hasn't  it  another  enormous  advantage  by  reason  of  its 
very  large  local  traffic  ?  A.  I  don't  know  ;  I  have  never  com- 
pared its  local  traffic  with  its  through  traffic. 

Q.  Have  you  ever  compared  its  local  traffic  with  your  local 
traffic  ?    A.  I  never  have. 
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Q.  Don't  you  know  it  is  much  larger  than  your  local  traffic  ? 
A.  I  should  think  largely  so? 

Q.  Have  you  any  idea  how  much  your  local  traffic  is,  as  com- 
pared with  your  through?  A.  Our  through  traffic  is  31  per 
cent,  of  the  whole,  our  way  traffic  is  22-^,  our  coal  is 
46-^,  making  the  100  per  cent. 

Q.  When  you  speak  of  through  traffic,  you  ca  Buffalo  all 
through  point,  don't  you  ?     A.  Yes,  sir. 

Q.  You  call  Niagara  Falls  a,  through  point  ?  A.  Any  ex- 
treme point  connecting  with  other  roads. 

Q.  You  call  Dunkirk  a  through  point?     A.  Yes,  sir. 

Q.  You  call  Salamanca  a  through  point  ?     A.  Yes,  sir. 

Q.  Hence,  for  the  purpose  of  enabling  this  Committee  to 
understand  how  much  of  it  is  local,  under  the  general  accep- 
tation of  the  term,  you  uould  have  to  add  to  your  percentages 
the  Salamanca,  Dunkirk,  Buffalo  and  Niagara  Falls  points, 
wouldn't  you?  A.  Oh,  no  ;  that  which  passes  through  Sala- 
manca, through  Dunkirk,  through  Buffalo,  or  through  Niagara 
Falls  is  our  through  traffic ;  our  local  is  that  which  passes 
between  points  on  our  own  road. 

Q.  But  whatever  breaks  bulk  there  and  remains  at  those 
points,  would  not  appear  in  your  computation,  would  it?  (Not- 
answered.) 

By  the  Chairman  : 

Q.  Freight  originating  at  any  point  on  your  line  and  going 
beyond  either  termini  would  be  classed  as  through  freight, 
would  it  not  ?  A.  No,  I  think  not ;  but  I  would  rather  leave 
that  question  ;  (consulting  Mr.  Little)  it  is  controlled  by  the 
billing  ;  if  it  is  billed  through  it  is  through. 

Adjourned  to  August  26th,  1879,  at  10  A.  u. 


Saratoga  Springs,  N.  Y.,  August  26th,  1879. 
The  Committee  met  pursuant  to  adjournment. 
Present :  All  the  members  of  the  Committee. 

Hugh  J.  Jewett,  recalled  : 

By  Mr.  Sterne  : 

Q.  Of  what  bonds  had  the  firm  of  Bischoffsheim  &  Gold- 
48 
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schmidt  in  London,  the  negotiation?  A.  Whether  they  had 
the  handling  of  the  First  Consolidated  bonds,  I  do  not  know; 
they  had  something  to  do  with  them,  but  I  think  the  convert- 
ible was  the  principal. 

Q.  That  was  the  first  ten  million  of  the  tweDty-five  million 
loan?  A.  Yes,  sir;  Mr.  Little  just  reminds  me  now,  of  what 
I  know  to  be  the  fact,  that  eight  million  of  that  ten  were 
placed  with  Bishoffsheim  &  Goldschmidt,  and  two  million  with 
McHenry.  , 

Q.  There  was  another  firm,  was  there  not,  of  English 
bankers,  who  had  the  control  of  that  loan,  prior  to  Bischoffs- 
heim  &  Goldschmidt  taking  charge  of  it  ?  A.  I  think  not,  sir ; 
it  may  be  possible. 

Q.  You  don't  know  anything  about  it?     A.  STo. 

Q.  Did  they  charge  to  the  Erie  Kailway  Company  a  sum  of 
$800,000,  for  what  was  known  as  the  rescue  ?  A.  $400,000  or 
80,000  pounds. 

Q.  That  represented  the  payments  which  were  made  to  Di- 
rectors, for  resigning  from  the  Jay  Gould  administration,  and 
a  payment  I  think  of  several  hundred  thousand  dollars  to  Mr. 
Sickles,  didn't  it?  A.  I  have  no  means  of  knowing  what  was 
done  with  it  in  detail,  more  than  you  have ;  my  recollection  is 
that  that  fund  was  appropriated,  or  was  placed  subject  to  the 
control  of  Sickles,  to  be  used  in  that  manipulation — movement, 
but  how  he  disposed  of  it  I  do  not  know ;  I  never  spoke  to  but 
one  Director  upon  the  subject,  who  was  a  Director  at  that 
time,  who  was  charged  with  receiving  a  considerable  amount 
of  that  money,  and  he  denied  it  emphatically;  but  that  the 
money  was  placed  subject  to  the  control  of  General  Sickles,  I 
do  not  think  there  is  any  doubt  about ;  that  is,  Bischoffsheim 
&  Goldschmidt  advanced  that  amount  to  Sickles,  and  subse 
quently  charged  the  Erie  Company  with  that  advance,  and  it 
is  to  recover  back  that,  that  the  suit  is  now  pending  against 
him. 

By  the  Chairman  : 

Q.  Against  General  Sickles  ?  A.  Against  Bischoffsheim  & 
Goldschmidt. 

By  Mr.  Sterne  : 

Q.  They   retained   from   the  proceeds  of   the  bonds  that 
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amount  of  money ;  had  they  previously  been  paid  any  money  by 
the  Erie  Eailway  Company  for  part  of  the  expenses  of  what 
was  called  the  rescue  ?  A.  Not  to  my  knowledge ;  I  never 
heard  of  it,  if  they  had. 

Q.  Don't  you  know  that  their  original  claim  was  $800,000  ? 
A.  I  never  heard  of  any  claim  but  the  80,000  pounds  ;  if  there 
was  any  other,  my  attention  has  never  been  called  to  it. 

Q.  You  were  President  of  the  Erie  Kailway  Company  when 
Messrs.  Duncan,  Sherman  &  Co.  failed,  were  you  not  ?  A. 
Yes,  sir. 

Q.  What  was  the  amount  of  their  indebtness  to  the  Erie 
Company  at  that  time,  do  you  remember  ?  A.  If  they  were 
indebted  at  all  it  was  so  small  that  it  has  escaped  my  recollec- 
tion ;  I  don't  think  they  were  indebted. 

Q.  Was  it  not  a  million  and  a  quarter  or  thereabouts  ?  A- 
If  they  were  indebted  at  all,  I  don't  think  it  exceeded  three  or 
four  hundred  dollars. 

Q.  You  are  quite  sure  it  was  not  a  million?  A.  I  am  quite 
sure  of  that. 

Q.  Can  you  furnish  the  account  that  has  gone  into  sus- 
pense account  of  Duncan,  Sherman  &  Co.,  to  this  Committee? 
A.  If  there  is  such  an  account  it  shall  be  furnished,  certainly. 

Q.  Mr.  Little  knows  whether  there  is  ?  A.  Yes,  sir  ;  how  is 
it,  Mr.  Liltle  ?  (Consulting  Mr.  Little) ;  what  Mr.  Little  ex- 
plains to  me  is,  that  the  money  which  had  been  placed  in  the 
hands  of  Duncan,  Sherman  &  Co.  some  years  before  for  the 
payment  of  dividends,  amounting  probably  to  the  full  amount 
which  you  state — no  account  had  ever  been  rendered,  but  that, 
when  the  account  was  rendered  of  the  payments  they  had 
made,  it  left  but  some  three  or  four  hundred  dollars  due  to 
the  company. 

Q.  You  can  furnish  a  copy  of  that  account,  can  you  ?  A. 
Certainly,  sir. 

Q.  Does  your  corporation  pay  registration  fees  for  the  regis- 
tering of  stock  on  the  other  side  of  the  Atlantic  ?  A.  We 
have  no  registering  of  stock  on  the  other  side  of  the  Atlantic ; 
the  registering  is  done  in  our  own  office ;  in  the  plan  of  reor- 
ganization there  is  a  provision  requiring  the  Trustees  to  do 
something  with  regard  to  stock,  I  don't  recollect ;  have  you 
that,  Mr.  Sterne  ? 

Q.  The  reconstruction  scheme  ?     A.  Yes. 
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Mr.  Stebne— Yes.  (To  Mr.  Shipman.)  Mr.  Shipman,  will 
you  furnish — for  I  cannot  find  one — for  the  use  of  the  Com- 
mittee, the  terms  of  sale  of  the  Erie  Railway  ? 

Mr.  Shipman — If  I  have  them.     I  have  none  with  me. 

The  Witness — I  don't  think  it  is  necessary.  While  they  are 
looking  for  the  paper,  however,  if  it  is  important — there  is  in 
the  plan  of  reorganization  a  provision  that  the  Trustees  shall 
cause  certain  services  to  be  performed  in  London  for  the  con- 
venience of  the  shareholders  and  bondholders  of  Europe.  It 
makes  no  provision,  according  to  my  recollection,  as  to  paying 
for  that  service.  It  will,  therefore,  become  a  question  between 
them  and  the  Directors  of  the  company  as  to  what  the  pay- 
ment shall  be,  if  any,  and  who  shall  make  it,  and  I  do  not 
think  there  is  any  doubt  but  that  the  Directors  of  the  New  York, 
Lake  Erie  &  Western  Railway  Company  will  assume  the  ex- 
pense of  maintaining  that  office  if  it  is  deemed  necessary  to 
keep  the  share  and  bondholders  of  the  company  informed  as  to 
its  condition. 

Q.  Do  you  know  who  Mr.  Ayers  is — secretary  ?  A.  He  is 
the  Secretary  of  the  Board  of  Trustees  in  London. 

Q.  Of  the  new  railway  company,  isn't  he  ?     A.  No,  sir. 

Q.  Of  what  Board  of  Trustees ;  the  voting  Trustees  ?  A. 
The  voting  Trustees. 

Q.  Have  you  ever  seen  an  advertisement  in  the  London 
papers,  of  which  this  is  a  copy  (handing  witness  a  paper)  ?  A. 
I  never  did  ;  if  he  had  conferred  with  me  about  such  a  notice, 
I  probably  would  have  said  to  him,  as  I  have  frequently,  that 
he  did  not  know  what  he  was  doing :  "  The  undersigned  is 
authorized  by  the  Receiver  ;"  the  Receiver  has  nothing  to  do 
with  it,  nor  was  he  authorized  by  the  President ;  I  was  look- 
ing, Mr.  Sterne,  to  see  if  I  could  find  here  what  you  wanted. 

Q.  The  proxies  thus  applied  for,  however,  come  into  your 
possession  as  Receiver,  don't  they  ;  Mr.  Ayers  sent  you  those  ? 
A.  When  was  that  published  ? 

Q.  Published  in  1877,  because  accompanying  it  is  a  letter  of 
Sir  Edward  Watkin,  of  the  24th  of  August,  1877  ?  A.  Let  me 
see  it,  will  you  (looking  at  the  paper) ;  I  don't  know  anything 
about  this,  but  I  have  no  doubt  I  understand  it,  if  you  want 
my  explanation. 

Q.  I  don't  ask  for  any  explanation  of  that  letter.  A.  What 
do  you  show  it  to  me  then  for  ? 
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Q.  I  show  it  to  you  for  the  purpose  of  asking  whether  you 
knew  of  the  existence  of  such  advertisements  ?     A.  I  did  not. 

Q.  If,  in  point  of  fact,  your  company  pays  20  cents  a  barrel, 
and  did  pay  20  cents  a  barrel  to  the  American  Transfer  Com- 
pany on  all  oil  that  went  over  your  road,  that  would  be  a  mis- 
appropriation of  your  funds,  would  it  not?  A.  Whether  it 
came  through  that  pipe  line  or  not  ? 

Q.  Yes.  A.  It  would,  sir,  unless  there  was  some  other  con- 
sideration about  which  I  know  nothing;  there  might  be  a  con- 
sideration. 

Q.  Will  you  make  some  inquiry,  personally,  to  ascertain 
whether  or  not  that  has  been  the  case  ?  A.  I  will ;  it  might  be 
the  case  without  my  knowledge ;  there  might  be  reasons 
prompting  it  with  which  I  was  not  familiar,  but  it  cannot  be 
he  a  se  without  the  knowledge  of  the  two  witnesses  you  have 
here,  Mr.  Blanchanl  and  Mr.  Little,  one  or  the  other. 

Q.  Can  you  furnish  to  the  Committee  the  amount  of  all  oil 
transported  over  your  road  in  1878,  crude  as  well  as  refined, 
and  the  amount  retained  by  your  company  for  such  transpor- 
tation?    A.  Do  you  ask  me  what  it  is? 

Q.  No,  I  do  not,  for  I  assume  you  cannot  remember  those 
figures,  even  if  you  knew  them  perfectly  well  at  one  time  ;  but 
I  ask  you  to  furnish  to  the  Committee  the  amount  of  oil  ship- 
ped over  your  road  in  1878,  beginning  with  this  contract, 
which  I  believe  was  the  1st  of  January,  1878,  was  it  not  ?  A. 
I  think  it  was  in  1877. 

Q.  Was  not  your  contest  with  the  Empire  Transportation 
Company  in  1877?     A.  1877. 

Q.  Then  your  contract  with  the  American  Transfer  Com- 
pany began  after  that,  did  it  not  ?  A.  I  think  not ;  I  think  it 
was  pending  it — during  it. 

Q.  I  think  you  must  be  mistaken.  A.  Very  well,  we  will 
see. 

Mr.  Sterne — I  find,  if  the  Chairman  please,  that  in  taking 
the  copy  of  the  contract  the  parties  thereto  were  omitted,  and 
also  the  date  of  the  contract ;  I  think  both  those  elements, 
are  of  considerable  importance,  and  that  the  record  should  be 
completed  by  having  the  contract  with  the  American  Transfer 
Company  amended— not  the  contract  itself,  but  this  copy  of  it, 
so  as  to  nave  the  date  and  the  parties  to  it ;  of  course,  there  is 
no  objection  to  furnishing  that. 


1500 

Mr.  Jewett — Certainly  not ;  it  is  dated  the  1st  day  of  Janu- 
ary, 1877. 

Q.  Is  that  the  only  contract  that  exists  with  the  American 
Transfer  Company  ?     A.  I  have  no  knowledge  of  any  other. 

Q,  Have  you  any  knowledge  of  any  verbal  modification  of 
it,  or  any  written  modification  of  it  ?     A.  Of  that  contract  ? 

Q.  Not  of  that  contract;  is  there  any  other  contract?  A. 
You  have  asked  me  if  I  have  any  knowledge  of  any  modifica- 
tion of  it. 

Q.  Well,  of  that  contract  ?  A.  I  have  not ;  now,  as  I  said 
to  the  Committee,  yesterday,  that  since  the  making  of  that 
contract  and  the  other  contract,  to  which  I  referred  with  re- 
gard to  transportation,  there  have,  I  have  no  doubt,  many 
changes  been  made  in  the  rates,  owing  to  competition  here  and 
there,  but  that  I  was  not  able  to  state  what  these  were,  and 
referred  the  Committee  to  Mr.  Blanchard,  who  was  familiar 
with  it  all,  and  will  give  you  all  the  facts,  or  I  will  take  the 
time  and   get  them,  if  you  impose  that  duty  upon  us  both. 

Q.  There  is  a  reason  that  I  have  in  mind  why  I  think  it  is 
desirable  that  you,  as  President  of  the  Erie  Railway  Company, 
should  furnish  that  information  without  the  intermediation 
of  any  one?  A.  Very  well,  I  will  take  the  time  to  learn 
what  those  changes  have  been,  and  furnish  it  to  the  Commit- 
tee. 

Mr.  Sterne — AH  modifications  that  have  been  made  of  the 
contract  which  has  been  produced,  known  as  the  contract  of 
the  1st  of  January,  1877,  with  the  American  Transfer  Company 
all  arrangements,  whether  having  reference  to  that  contract  or 
not,  or  agreements,  or  understanding,  whether  verbal  or  writ- 
ten, with  the  American  Transfer  Company,  or  any  of  its  offi- 
cers, by  virtue  of  which  payments,  rates  or  charges  are  fixed 
or  remitted  on  oil. 

The  Charrman — That  shall  be  written  out  and  handed  to 
you,  Mr.  Jewett. 

The  Witness — Very  well ;  it  will  be  answered,  sir. 

By  Mr.  Sterne  : 

Q.  You  stated  yesterday  to  the  Committee,  that  the  Stand- 
ard Oil  Company  agrees  to  have  that  oil  carried  over  your 
road  at  its  own  risk ;  did  I  understand  you  correctly  in   so 
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stating?  A.  Unless  the  damage  results  from  our  own  careless- 
ness. 

Q.  From  collision  ?     A.  Yes. 

Q.  Then  there  is  an  agreement  in  existence  with  the  Stand- 
ard Oil  Company,  is  there  not  ?  A.  Yes  ;  not  with  the  Stand- 
ard Oil  Company — not  in  existence  now;  I  was  speaking  of  the 
contract  between  the  Erie  Company  and  the  Standard  Oil 
Company ;  between  this  present  company  and  the  Standard 
Oil  Company  there  is  no  contract  of  any  kind  or  description. 

Q.  Do  you  now  carry,  at  your  risk,  or  at  the  risk  of  the 
Standard  Oil  Company,  the  oil  that  you  carry,  save  and  except 
only  the  risk  of  your  negligence  ?  A.  Unless  and  until  some 
other  arrangement  is  made,  or  some  notice  from  one  to  the 
other,  I  should  expect  to  be  governed  by  that  contract,  and  I 
have  no  doubt  they  expect  to  be  the  same. 

Q.  Do  you,  as  President  of  a  great  railway  company,  do 
your  business  so  loosely  that  you  do  not  know  whether  there 
is  or  is  not  a  contract  or  arrangement  in  existence  with  the 
Standard  Oil  Company  to-day  for  the  transportation  of  oil  ? 
A.  I  know  this,  or  at  least  it  is  my  opinion,  that  although  that 
contract  is  not  binding  upon  either  of  the  parties,  and  is  so 
understood,  yet  that  the  understanding,  until  we  could  make  a 
contract — implied  understanding — is  that  both  parties  are 
hound  by  it ;  I  should  have  taken  the  question  up  long  since  ; 
it  is  not  a  loose  mode  of  doing  business,  if  it  was  not  that  the 
confused  condition  of  the  oil  trade  was  such  that  I  did  not  feel 
able  to  make  a  contract  ;  I  did  not  feel  able  to  determine  in  my 
own  mind  what  we  could  demand,  or  what  they  could  afford 
to  pay. 

Q.  Do  you  carry  oil  for  any  other  people  on  any  other  basis 
than  that  they  shall  take  the  risk,  except  your  negligence? 
A.  No,  sir ;  not  that  I  know  of. 

Q.  That  is  the  general  method  by  which  the  oil  is  carried; 
isn't  it  ?  A.  I  do  not  know ;  I  speak  for  my  own  company 
only. 

Q.  The  ten  per  cent,  rebate,  therefore,  that  is  allowed  to  the 
Standard  Company,  is  allowed  for  a  risk  they  assume  in  com- 
mon with  every  other  transporter?  A.  No;  I  take  that  if  I 
were  to  undertake  to  transport  a  thousand  barrels  of  oil  from 
you,  and  the  tanks  or  barrels  were  in  good  condition  when  they 
were  loaded  ;  that  if,  from  the  weather,  from  exposure,  or  any- 
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thing  of  that  kind,  half  of  that  oil  escaped,  I  would  be  respons- 
ible to  you  for  it. 

Q.  Have  you  had  any  such  case  of  responsibility  at  all  ? 
A.  "We  have  had  cases  with  the  Standard  Oil  Company  of  large 
wastage. 

Q.  Have  you  had  any  case  with  any  other  shipper?  A.  I 
have  no  recollection. 

Q.  Was  there  any  such  case  during  the  time  you  were  Ee- 
ceiver  or  President?  A.  I  have  no  recollection;  there  might 
be  a  hundred  of  them,  and  they  might  not  be  called  to  my  at- 
tention. 

Q.  Can  you  tell  this  Committee  who  comprised  the  Standard 
Oil  Company?  A.  I  cannot;  I  can  state  so  far  as  I  know; 
the  names  that  I  have  heard  in  connection  with  the  Standard 
Oil  Company,  not  as  being  all,  but  a  portion  of  them,  are  the 
two  Messrs.  Koekefeller,  Flagler,  Col.  Payne ;  I  think  Mr.  B-ost- 
wick,  I  am  not  certain,  though. 

Q.  Pratt?     A.  Pratt. 

Q.  Of  Charles  Piatt  &  Co.  ?  A.  Yes,  sir ;  I  have  not  heard 
of  Pratt  as  being  otherwise  than  his  house  a  representative  of 
the  Standard  Oil  Company  ;  that  he  has  an  interest  in  the 
Standard  Oil  Company,  I   have  never  heard  it  talked  about. 

Q.  Don't  you  know  that  the  very  largest  shipments  over 
your  road  are  made  to  Pratt,  and  that  he  represents  the  Stan- 
dard shipments?  A.  I  say  1  have  understood  that  he  repre- 
sented the  Standard  Oil  Company,  but  what  interest  I  have 
not  heard ;  I  don't  know  that  I  can  give  you  any  other  names. 

Q.  The  Devoe  Manufacturing  Company ;  have  you  ever 
heard  of  such  a  concern?  A.  I  have  heard  of  it  as  a  manu- 
facturing company,  but  not  as  connected  with  the  Standard  Oil 
Company. 

Q.  You  know  O'Day  as  one  of  the  officers  of  the  Standard, 
don't  you  ?  I  do  not ;  I  don't  think  he  is  ;  at  least,  I  never 
heard  him  named  as  such. 

Q.  Have  you  ever  examined  the  Pennsylvania  proceedings 
for  an  indictment  against  the  members  of  the  Standard  Oil 
Company  ?     A.  I  never  did. 

Q.  They  never  have  been  brought  to  your  attention  ?  A. 
No,  sir. 

Q.  Your  oil  docks  are  at  Weehawken,  are  they  not  ?  A. 
Yes,  sir. 
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Q.  Are  they  not  leased  to  Charles  Pratt  &  Co.  ?  A.  I  don't 
recollect,  their  lease,  whether  it  is  to  Charles  Pratt  &  Co.  or 
directly  to  the  Standard  Oil  Company,  I  cannot  acswer. 

Q.  Therefore,  at  yonr  terminal  point,  where  you  deliver  oil, 
jour  terminal  facilities  are  in  the  hands  of  the  oil  company? 
A.  Yes,  sir. 

Q.  When  oil  is  carried  over  your  road  and  put  on  board 
ship,_it  is  put  onboard  ship  at  those  docks?  A.  It  may  be  or 
may  not  be ;  there  is  no  necessity  for  its  being  put  on  board 
ship  at  those  docks  if  it  is  in  barrels. 

Q.  If  it  is  not  in  barrels  ;  if  the  ship  takes  it  in  bulk  it  must 
be  put  on  board  at  those  docks  ?  A.  Transferred  into  ban  els 
and  then  shipped. 

Q.  It  is  transferred  at  considerable  expense  and  with  consid- 
erable difficulty  ?     A.  Yes,  sir. 

Q.  Will  you  furnish  the  Committee  with  the  lease  that  was 
made  either  to  Charles  Pratt  &  Co ,  or  the  Standard  Oil  Com- 
pany, of  your  Weehawken  docks  ?  A.  I  don't  know  that  there 
is  any  objection  ;  you  can  note  that  in  your  memoranda. 

By  the  Chaibman  : 

Q.  Do  I  understand  from  your  statement  that  the  Standard 
Oil  Company  assumes  the  risk  in  transportation  ;  that  you  are 
released  from  that  risk  by  reason  of  the  rebate  given  them,  and 
that  you  are  only  released  by  that?  A.  Will  the  Chairman 
state  that  question  again  ? 

Q.  Do  I  understand  your  position  to  be  that  you  are  re- 
leased from  responsibility  for  the  shipments  made  by  the  Stan- 
dard Oil  Company  because  of  the  rebate,  that  being  a  consid- 
eration for  the  release,  and  that  you  would  not,  as  common 
carriers,  be  released  without  such  rebate  ?  A.  I  understand 
that,  as  a  common  carrier,  we  are  responsible  for  the  delivery 
of  the  oil  in  good  condition  if  it  is  in  good  condition  when  we 
receive  it ;  that  we"  are  responsible  for  all  intermediate  acci- 
dents not  caused  by  the  act  of  God  or  those  causes  provided 
for  in  the  law  governing  common  carriers,  but  that  by  this  re- 
lease' we  are  relieved  from  those  liabilities  unless  they  happen 
directly  from  our  own  fault. 

Q.  When  you  say  by  this  release  you  mean  what  we  have 
termed  rebate  here  ?     A.  Yes ;  by  the  contract ;  I  have  not 
looked  at  it  for  a  long  time. 
49 
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By  Mr.  Sterne  : 

Q.  Will  you  kindly  furnish  the  contract  which  you  consider 
now  in  force,  which  embodies  that  so-called  release  ?  A.  Yes, 
sir  ;  I  will  furnish  the  contract ;  whether  it  is  one  or  more  I 
will  take  the  question  up— that  which  defines  the  relations  of 
the  New  York,  Lake  Erie  &  "Western  Railway  Company  to  the 
Standard  Oil  Company,  supposing  that  the  New  York,  Lake 
Erie  &  Western  Eailway  Company  may  adopt  them  when  it 
comes  to  examine  them. 

Q.  Kindly  look  at  these  two,  so  as  to  avoid  the  duplication 
of  contracts ;  will  you  state  to  the  Committee  whether  or  not 
the  Erie  Eailway  contracts  are  not  substantially  like  those 
made  with  the  New  York  Central  ?  A.  I  would  be  wholly  un- 
willing to  state. 

Q:  Will  you  let  Mr.  Blanchard  look  at  them?  A.  Certainly; 
Mr.  Blanchard  can  look  at  them.  (Handing  paper  to  Mr. 
Blanchard.) 

Q.  Was  Mr.  Rockefeller  ever  in  the  employ  of  the  Erie 
Railway  Company  during  your  administration  of  it  ?  A.  No, 
sir. 

Q.  Did  he  ever  draw  any  salary  from  the  Erie  Railway  Com- 
pany ?     A.  No,  sir. 

Q.  Any  money  in  the  way  of  salary  or  under  the  head  of 
salary  or  compensation  of  any  kind  ?  A.  None,  whatever ; 
there  was  never  the  slightest  connection  or  relation  other  than 
that  which  appears  in  that  paper. 

Q.  Have  you  any  interest  in  the  Standard  Oil  Company  ? 
A.  None,  whatever ;  never  had. 

Q.  Or  in  the  American  Transfer  Company?     A.  No. 

Q.  You  remember  the  arrangement  that  was  made,  testified 
to  by  Mr.  Cassatt,  in  September,  1877,  by  the  trunk  lines,  in 
relation  to  the  division  of  the  oil?  A.  I  remember  that  after 
that  contest  was  over  we  had  a  conference  ;  we  had  confer- 
ences frequently,  and  agreed  upon  a  division  of  the  oil. 

Q.  Do  you  mean  the  division  of  the  Standard's  business,  or 
the  division  of  all  oil  ?  A.  We  agreed,  according  to  my  under- 
standing of  it,  upon  a  division  of  all  the  oil,  and  the  Standard 
Oil  Company  assumed  to  make  that  division ;  that  is,  if  all  the 
individual  shippers  would  concentrate  upon  the  Pennsylvania 
Railroad  and  give  it  a  large  amount ;  why,  the  Standard  Oil 
Company  assumed  to  equalize  that  as  between  the  other  com- 
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panies ;  it  was  not  simply  a  division  of  its  own  oil,  but  an 
equalizing  of  the  transportation  of  the  entire  production  of  the 
field. 

Q.  Under  that  arrangement  what  was  your  percentage  ? 
A.  According  to  my  recollection  it  was  33^  per  cent,  of  the 
oil  to  be  delivered  in  New  York. 

Q.  The  Pennsylvania  was  to  get  how  much  ?  A.  The  de- 
livery in  New  York,  according  to  my  recollection,  was  to  be 
divided  equally  between  the  three  New  York  roads. 

Q.  Counting  the  Pennsylvania  as  one  of  the  New  York 
roads  ?  A.  Yes,  sir  ;  the  Pennsylvania  and  Baltimore  &  Ohio 
were  to  have  the  Philadelphia  and  Baltimore  business. 

Q.  To  themselves  to  divide  ?     A.  To  themselves. 

Q.  How  did  you  make  sure  that  you  had  got  your  division? 
A.  At  the  close  of  the  month  each  railroad  company  was  to 
furnish  to  the  otLers  a  statement  of  its  transportation. 

Q.  That  was  so  furnished,  one  to  the  other,  was  it  ?  A.  It 
ought  to  have  been ;  if  they  complied  with  the  arrangement  it 
was  done ;  it  would  not  pass  through  my  hand  unless  some 
question  arose,  and  I  would  not  see  it. 

Q.  If  you  were  short  you  would  call  upon  the  Standard  to 
make  up  the  shortage  ?     A.  Yes,  sir. 

Q.  You  would  not  call  upon  the  railroad  company  that  was 
ahead  of  you,  but  you  would  call  upon  the  Standard,  wouldn't 
you  ?  A.  There  has  been  a  little  collision  upon  that  subject ; 
my  understanding  is  that  the  railways  themselves  had  nothing 
to  do  with  that  ;  that  is,  the  party  short  was  to  call  upon  the 
Standard  Company ;  it  had  assumed  to  equalize ;  there  has 
been  somelitte  question,  the  Baltimore  &  Ohio  rather  claiming, 
or  one  of  the  companies,  I  don't  know  whether  it  was  that,  that 
the  railways  should  attend  to  that. 

Q.  You  avoided  that ;  you  did  not  agree  with  each  other  ;  you 
agreed  with  the  Standard  ?  A.  We  did  not  agree  with  the 
Standard,  we  agreed  with  ourselves. 

Q.  How  could  you  agree  between  yourselves  that  the  Stand- 
ard was  to  do  something  if  the  Standard  never  agreed  to  it  ? 
A.  The  Standard  had  agreed  to  carry  out  whatever  arrange- 
ment we  might  make  in  the  matter  of  division. 

Q.  Why  was  it  a  matter  of  indifference  to  the  Standard  over 
which  road  its  oil  went  unless  there  was  also  an  agreement 
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that  the  Standard's  rate  should  be  the  same  over  each  com- 
pany?   A.  To  New  York? 

Q.  To  New  York.    A.  That  was  the  agreement. 

Q.  Then,  the  Standard  acted  as  an  eyener?  A.  As  an 
evener. 

Q.  And  thus  divide  the  traffic  between  the  roads  ?  A.  Yes, 
sir. 

Q.  Do  you  know,  or  don't  you,  at  what  rate  you  are  carry- 
ing the  oil  now  ?     A.  I  do  not. 

The  Chairman — He  answered  that  question  yesterday,  did 
he  not,  that  he  did  not  know  ? 

The  Witness — Mr.  Sterne,  I  understand  from  Mr.  Blanchard 
that  these  contracts  are  substantially  the  same  as  the  con- 
tracts of  the  Erie  Company,  with  the  exception  of  those  cases 
where  they  differ  from  the  circumstances,  as,  for  instance,  our 
terminals  and  theirs  ;  there  is  some  difference ;  and  there  are 
other  differences  in  facts  of  that  kind ;  substantially  they  are 
the  same. 

Mr.  Sterne — Then,  we  will  take  that. 

The  Witness — -No ;  we  would  rather  furnish  our  own,  or  you 
may  take  that  if  we  do  not. 

Mr.  Shipman — If  we  do  not  furnish  our  own,  any  discrepan- 
cies that  may  exist  between  this  and  our  own  will  be  explained 
by  Mr.  Blanchard. 

By  Mr.  Sterne  : 

Q.  Who  is  Mr.  Beggs  ?  A.  Beggs  is  the  superintendent  of 
the  western  division  of  our  road  ;  that  is,  the  superintendent 
of  the  western  division  of  our  road  is  named  Beggs. 

Q.  He  has  the  furnishing  of  cars,  has  he,  at  the  oil  regions  ? 
A.  He  manages  that  division  of  the  road,  and  to  that  extent 
he  has  the  direction  of  the  cars. 

The  Chairman — What  do  you  mean  by  furnishing  the  cars  ; 
not  constructing  them  ? 

Mr.  Sterne — Oh,  no ;  furnishing  cars  for  the  purpose  of 
transportation. 

The  Witness — If  any  question  would  arise  between  customers 
as  to  cars,  Mr.  Beggs  would  not  be  the  man  to  decide  it. 

Q.  Who  would  be  ?  A.  The  General  Superintendent ;  and 
if  his  decision  was  objectionable,  either  the  present  General 
Manager  or  myself  would  be  the  next  to  appeal  to. 


1507 

Q.  Have  you  ever  heard  of  Mr.  Coddington  ?  A.  I  never 
have. 

Q.  His  complaint  never  reached  your  ears  ?  A.  No,  sir ; 
who  is  he  ? 

Q.  An  oil  shipper.     A.  I  never  heard  of  hitn. 

Q.  You  never  were  informed  that  Mr.  Beggs  referred  him  to 
Charles  Pratt  &  Co.,  when  he  wanted  cars,  and  that  without 
Charles  Pratt  &  Co.'s  permission  he  could  not  get  them  ?  A.  I 
have  no  recollection  of  it ;  it  is  possible  ;  that  reference  might 
be  very  well  made  under  some  circumstances ;  out  of  the 
entire  eight  hundred  or  nioe  hundred  tank  cars  upon  our  road, 
the  Standard  Oil  Company  owns,  I  think  all  within  one  or  two 
hundred ;  if  we  had  not  cars  of  our  own,  but  there  were  cars 
of  that  company,  it  might  be  very  proper  for  Mr.  Beggs  to  ask 
of  Mr.  Pratt,  or  anyone  else,  if  those  could  be  used  in  the 
trade  of  Mr.  Coddington — whether  they  required  them  or  not ; 
there  would  be  nothing  improper  in  that. 

Q.  Do  you  remember  your  answer  in  the  Ohlin  suit  ?  A.  I 
do  ;  I  have  a  general  recollection  of  it. 

Q.  You  read  it  of  course  before  you  signed  it  ?  A.  I  tried 
to  do  it. 

Q.  Do  you  remember  your  stating  in  that  that  your  cars  for 
oil  transportation  were  very  largely  engaged  and  almost  wholly 
engaged,  those  that  you  owned  yourself,  by  Charles  Pratt  & 
Co.,  and,  therefore,  you  could  not  furnish  the  transportation  ? 
A.  I  don't  think  I  made  such  a  statement. 

Q.  I  will  find  it  for  you  presently  ;  if  it  is  true  that  the 
Standard  Oil  Company  owns  nine-tenths  of  your  cars,  and  the 
other  one-tenth  is  occupied  by  Charles  Pratt  &  Cos',  arrange- 
ment, does  it  not  virtually  give  the  whole  of  the  transportation 
over  your  road  to  the  Standard  Oil  Company?  A.  If  such 
was  true  that  would  be  the  effect,  but  you  do  not  find  any  such 
statement  as  that  in  this  answer. 

Q.  No  ;  but  do  you  find  any  such  condition  as  that  in 
point  of  fact  ?     A.  No  ;  I  do  not. 

Q.  Will  you  furnish  to  the  Committee  the  amount  of  oil 
transported  over  ycur  road,  and  to  whom  consigned,  for  the 
year  1878,  and  from  whom  received  ?     A.  Yes,  sir. 

Q.  And  at  the  same  time,  of  course,  the  amount  retained  by 
your  company  for  such  transportation  ?  A.  The  amount  re- 
tained ? 
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Q.  Yes ;  because  when  I  ask  for  information  upon  that  point, 
I  always  strike  against  a  technicality ;  if  I  ask  for  a  rebate  I 
get  a  rebate,  if  I  ask  for  a  drawback  T  get  a  drawback  only ; 
and,  therefore,  it  seems  to  me  the  only  way  we  can  get  at  how 
much  you  actually  obtained  for  the  transportation  of  this  oil, 
is  to  discover  how  much  you  retained  in  your  treasury  ?  A. 
Do  you  mean  retained  ? 

Q.  Retained  in  your  treasury  for  the  transportation  of  the 
oil.     A.  We  had  to  get  it  before  we  could  retain  it. 

Q.  I  assume  that  you  got  it  there,  and  then  you  paid  it  out 
partly  for  transportation,  partly  in  the  way  of  rebates,  draw- 
backs, &c,  and  as  I  do  not  know  the  names  of  all  these  various 

accounts A.  What  you  want  is  I  suppose  the  net  rate  of 

the  oil  to  our  company  after  all  charges  were  taken  out  and 
payments  made. 

Q.  I  will  not  commit  myself  to  the  term  "  net  rate"  ;  the 
amount  retained  by  your  company  I  think  covers  it  ? 

The  Chairman. — Your  statement  covers  it,  Mr.  Jewett.  That 
is  what  we  want. 

The  Witness — You  shall  have  it.  I  will  furnish  it  to  the 
Committee. 

Q.  Did  Mr.  Ohlin  ever  complain  to  you  personally  about  his 
difficulty  to  obtain  transportation  over  your  road  ?  A.  Yes,  sir. 

Q.  What  satisfaction  did  he  get  ?  A.  I  supposed  when  Mr. 
Ohlin  left  my  office  that  he  was  perfectly  satisfied ;  I  said  to  Mr. 
Ohlin  that  we  would  be  very  glad  to  do  his  business,  would  be 
very  glad  to  do  it  upon  the  same  terms  that  we  did  anybody's 
business,  the  facts  or  the  surroundings  being  the  same ;  I 
stated  to  Mr.  Ohlin  that  in  the  matter  of  cars  we  had  but  few 
tank  cars  of  our  own,  that  if  he  wanted  ordinary  cars  we  could 
furnish  him  with  any  quautity,  but  if  he  needed  tank  cars,  then 
there  was  one  of  two  things  had  to  be  done ;  that  we  owned 
but  few  of  those  upon  the  road,  those  we  had  no  control  of  ; 
that  for  the  few  we  did  own  our  then  arrangements  with 
shippers  were  such  that  they  required  the  use  of  all;  that  it 
would  be  wrong  for  a  new  customer  entirely  to  interfere  with 
an  arrangement  already  made  with  a  shipper,  an  established 
one,  who  had  made  his  arrangements  supposing  he  would  be 
able  to  use  the  bulk  of  our  equipment ;  that  if  Mr.  Ohlin  would 
furnish  his  own  cars  or  if  he  would  state  to  me  with  sufficient 
distinctness,  so  that  I  could  understand  it  and  act  upon  it,  the 
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amount  of  cars  he  required,  we  would  have  them  constructed, 
and  that  we  would  carry  his  oil  subject  to  the  same  conditions 
and  upon  the  same  terms  as  any  other ;  I  supposed  when  Mr. 
Ohlin  left  my  office  he  left  for  the  purpose  of  making  those 
inquiries  and  calculations,  and  that  I  would  hear  from  him 
again ;  but  the  first  I  did  hear  from  him  was  by  way  of  a  writ. 

Q.  A  lawsuit.     A.  Yes,  sir. 

Q.  He  had  oil  at  that  time  which  required  transportation  ? 
A.  He  said  so. 

Q.  And  you  had  not  the  facilities  to  afford  him,  and  you  said 
so  ?  A.  No ;  I  did  not  say  to  Mr.  Ohlin  that  I  had  not  the 
facilities  or  would  not  make  any  effort  possible  to  carry  that 
oil. 

Q.  You  would  not  build  tank  cars  for  him  ?  A.  No  ;  not  for 
that  ten  thousand  barrels  ;  I  would  not  have  attempted  to  do 
so ;  the  tank  cars  would  have  cost  me  ten  times  as  much  as 
all  I  could  get  from  the  oil ;  that,  of  course,  I  would  not  have 
done,  but  I  was  willing  to  do  anything  I  could  to  aid  him,  and 
if  he  was  going  to  enter  into  the  business  as  a  permanent  busi- 
ness he  could  build  his  own  ears  or  we  would  build  them  for 
him  if  the  arrangement  was  such  as  would  justify  us  to  go  to 
that  expense. 

Q.  But  as  a  fact  you  did  not  move  his  ten  thousand  barrels 
of  oil?  A.  We  did  not  move  it ;  I  say  I  expected  to  hear 
from  Mr.  Ohlin  again,  not  only  with  regard  to  the  oil  then  on 
hand,  but  with  regard  to  the  future. 

Q.  But  you  did  not  move  the  ten  thousand  barrels  ?  A.  I 
have  answered  it,  sir.. 

Q.  Have  you  heard  of  Mr.  Nicholson  ?     A.  I  think  not,  sir. 

Q.  Did  he  ever  call  upon  you  for  transportation  ?  A.  I  have 
no  recollection  of  it;  a  great  many  men  call  upon  me  that  I 
cannot  recollect ;  I  should  not  have  recollected  Mr.  Ohlin  if  it 
had  not  been  for  the  lawsuit ;  no,  I  have  no  recollection  of  his 
ever  calling  upon  me. 

Q.  Did  you  ever  make  any  effort  after  that  to  build  tank 
cars  for  people  who  could  not  get  their  oil  transported  by  rea- 
son of  your  insufficient  facilities  ?  A.  According  to  my  recol- 
lection Mr.  Ohlin  is  the  only  one  who  ever  called  upon  me ;  I 
have  received  letters  from  different  parties  complaining  about 
transportation,  but  it  is  my  honest  conviction  that  not  one  out 
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of  ten  of  them — in  all  there  were  not  ten — but  that  but  a  frac- 
tion of  them  were  sincere  in  their  applications. 

Q.  When  you  speak  of  a  shipper  who  had  made  his  arrange- 
ments with  you,  you  mean  the  Standard  Oil  Company ;  that 
was  the  shipper  you  had  in  mind  when  you  answered  Mr. 
Ohlin  in  that  way  ?  A.  I  think  that  was  all  ;  I  am  not 
certain  that  we  had  an  arrangement  with  Pratt  &  Co.  at 
all,  any  more  than  a  business  arrangement  such  as  that  if 
you,  for  instance,  had  been  shipping  permanently  over  our 
road  four  or  five  or  ten  years,  I  should  regard  myself  under 
obligations  to  you  to  prepare  for  your  commodities. 

Q.  You  are  prepared  to  say,  are  you  not,  now,  that  it  was 
the  Standard  Oil  Company  that  you  had  in  mind  when  you 
spoke  of  that  shipper  ?  A.  I  am  prepared  to  say  that  I  don't 
recollect  of  having  any  one  in  my  mind  ;  I  am  prepared  to  say 
that  at  that  time  I  knew  that  our  entire  equipment,  both  that 
owned  by  us  and  that  owned  by  the  Standard  Company,  had 
been  actively  employed  for  years  ;  that  there  were  complaints 
from  those  parties  of  our  inability  to  transport  their  oil,  and  I 
did  not  wish  to  assume  any  additional  obligations  to  other 
parties  unless  I  saw  the  way  open  justifying  our  furnishing 
the  cars  -or  their  furnishing  them ;  that  is  what  I  meant  to 
say. 

Q.  Those  parties,  who  had  been  actively  employing  your 
equipment,  was  the  Standard  Oil  Company,  wasn't  it  ?  A.  One 
of  them,  and  the  leading  one. 

Q.  What  other  leading  one  is  there ;  Charles  Pratt  &  Co.  ? 
A.  No  other  leading  one,  unless  it  is  Charles  Pratt  &  Co. 

Q.  That  is  another  name  for  the  Standard,  isn't  it?  A.  I 
don't  know. 

Q.  Will  you  kindly  look  at  this  letter,  dated  Philadelphia 
October  17th,  1877,  addressed  to  Mr.  Thomas  Scott,  and  signed 
by  Mr.  Eockefeller,  as  President  of  the  Standard  Oil  Com- 
pany, and  tell  me  whether  or  not  you  have  ever  seen  a  letter 
of  which  this  is  a  copy  (handing  a  paper  to  witness)  ?  A.  Is 
that  the  same  letter  that  I  saw  ? 

Q.  No,  sir ;  the  other  letter,  to  which  I  drew  your  attention, 
was  the  letter  of  Mr.  O'Day  in  relation  to  the^  American  Trans- 
fer arrangement  ?  A.  Without  reading  it,  I  can  answer  that 
I  never  saw  a  letter  of  any  kind  or  description  written  by  Mr. 
Eockefeller  to  Mr.  Scott,   and  never  was  advised  of  the  con- 
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tents  of  any  such  letter ;  as  to  this  letter,  I  never  heard  of  it 
before. 

Q.  Mr.  Cassatt  is  then  in  the  wrong  if  he  says  that  this 
letter  was  a  resultof  the  conference  between  the  trunk  line  and 
the  Standard  Oil  Company  ?  A.  That  you  have  not  asked  me  ; 
you  asked  me  if  I  ever  saw  that  letter. 

Q.  Will  you  look  over  the  letter  and  see  whether  it  correctly 
states  the  result  of  that  conference  ?  A.  That  is  another  ques- 
tion (looking  at  the  letter) ;  I  believe  that  the  first  para- 
graph   

Q.  Read  it,  please,  for  the  Committee  have  not  possession  of 
the  letter  ?  A.  "  It  having  been  agreed  by  the  trunk  lines" — ■ 
well,  it  is  almost  unnecessary  to  read  it,  because  it  is  precisely 
as  I  have  stated  the  arrangement  between  the  trunk  lines ; 
that  is,  that  the  percentage  of  oil  to  New  York  was  to  be 
divided  equally  between  the  three  New  York  roads,  and  that  the 
balance  was  to  be  divided  between  the  Baltimore  &  Ohio  and 
the  Pennsylvania  roads — that  is,  the  Baltimore  and  Philadel- 
phia oil ;  that  is  the  first  paragraph  in  this  contract ;  the  sec- 
ond paragraph  was  no  part  of  that  conference,  but  my 
recollection  is  that  the  division  stated  in  it  as  between  Balti- 
more and  Philadelphia  was  the  division  as  agreed  upon  by 
Mr.  Garrett  and  Mr.  Scott ;  as  to  the  third,  the  guaranty  to  the 
Pennsylvania  Railroad,  that  not  less  than  two  millions  should 
be  transported,  was  no  part  of  the  conference  ;  I  never  heard 
of  that  guaranty  until  I  saw  this  letter  ;  the  fourth  is  a  propo- 
sition that  the  other  trunk  lines  had  no  interest  in  ;  although  I 
heard  some  discussion  between  Mr.  Scott  and  somebody  upon 
that  subject — I  don't  recollect  who — yet  it  was  no  part  of  that 
conference  ;  it  was  securing  to  Philadelphia  the  refining,  as 
far  as  practicable,  of  the  oil  that  was  to  be  carried  there  ;  the 
fifth  paragraph,  in  stating  the  commission  to  be  ten  per  cent., 
Ibelieve,  was  the  commissiou  agreed  upon  in  that  conference, 
and  that  it  was  to  be  a  commission  for  the  considerations 
that  I  have  stated — not  to  be  allowed  to  any  other  shipper. 

Q.  Is  that  consideration  expressed  in  that  ?  A.  I  think 
not ;  no,  sir  ;  I  believe  that  is  the  whole  of  it. 

Q.  Haven't  you  a  letter  substantially  like  this  one,  ad- 
dressed to  your  company,  and  answered  substantially  as  that 
is  answered  ?     A.  If  there  is 

Q.  Don't  you  know?  A.  No,  sir;  I  don't  think  I  ever 
50 
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saw  such  a  letter  or  paper  before  ;  if  I  have,  however,  I  will 
produce  it. 

Mr.  Sterne — Now,  I  will  offer  this  letter  in  evidence ;  it 
has  been  sufficiently  identified  as  being  substantially  this 
conference. 

The  Chairman — Is  there  any  objection  ? 

Mr.  Shipman — "We  don't  suppose  that  a  declaration  made 
by  a  member  of  the  Standard  Oil  Company  to  Colonel  Scott, 
of  Philadelphia,  would  be  any  evidence. 

The  Witness — It  is  so  unfair,  Mr.  Chairman,  after  I  have 
stated  distinctly,  that  of  the  entire  letter  but  one  short  para- 
graph had  reference  to  the  conference  had  between  the 
Presidents  of  the  trunk  lines,  for  Mr.  Sterne  to  rise  in  his 
place  there,  and  say  that  I  had  admitted  that  that  letter  was 
substantially  the  result  of  that  conference. 

The  Chairman — All  that  would  be  received  in  evidence,  of 
course,  is  what  you  state  to  be  substantially  the  agreement 
between  the  trunk  lines. 

The  Witness — Very  well ;  that  is  in  the  first  paragraph  ;  the 
other  paragraphs  relate  to  the  arrangement  between  the 
Pennsylvania  Railroad  Company  and  the  Standard  Oil  Com- 
pany. 

The  Chairman — Mr.  Sterne,  we  can  get  the  result  of  that 
conference  from  Mr.  Jewett,  or  from  the  New  York  Central 
Road. 

The  "Witness — The  first  paragraph  is  substantially  the  result 
of  the  conference ;  as  to  the  other  I  had  nothing  to  do,  that 
being  entirely  between  the  Pennsylvania  Company  and  the 
Standard  Oil  Company ;  whether  it  is  true  or  not  I  don't 
know. 

By  Mr.  Grady  : 

Q.  Did  I  understand  you  to  say  that  there  was  in  this  letter 
a  proposition  that  you  had  never  heard  of  before  ?  A.  So  far 
as  regards  the  desire  of  the  Pennsylvania  Company  to  protect 
the  refining  interests  of  Philadelphia — aa  a  general  proposi- 
tion I  suppose  that  to  be  its  interests ;  but  so  far  as  any  guar- 
anty of  2,000,000  barrels  a  year,  that  was  no  part  of  any  con- 
ference between  us  ;  we  asked  for  no  guaranty  and  got  none  ; 
we  did  not  want  any ;  the  only  part  of  that  contract  that  was  a 
subject  matter  of  the  conference,  was  the  division  of  the  oil 
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and  the  percentage  we  would  be  willing  to  pay  to  the  Standard 
Oil  Company  for  making  that  division. 

The  Chairman — Will  you  tell  us  whether  the  agreement  for 
this  rebate  of  ten  per  cent,  to  the  Standard  Oil  Company, 
which  your  road  did  make,  and  has  been  operating  under  with 
the  Standard  Oil  Company,  is  the  same  in  substance  as  that 
described  in  sub-division  5  there  ;  you  have  already  testified 
that  there  was  a  rebate  of  ten  per  cent.  ;  that  gives  the  particu- 
lar terms  of  it  with  the  Pennsylvania  Railroad  Company; 
state  whether  or  not  the  same  thing  was  true  of  your  com- 
pany? 

The  Witness — The  trunk  lines  agreed  to  pay  ten  per  cent,  to 
the  Standard  Company  for  this  evening  ;  in  our  individual  ar- 
rangements with  the  Standard  Company  it  included  protec- 
tion against  loss  and  damage,  to  which  I  have  referred  ;  "  such 
commissions  on  our  own  shipments  and  the  shipments  which 
we  may  control ; "  that  paragraph,  "  And  the  shipments  we 
may  control,"  I  don't  think  is  any  part  of  any  arrangement 
between  us  and  the  Standard  Company,  nor  do  I  take  it  that 
even  in  this  it  was  intended  to  include  the  shipments  of  any- 
one but  that  of  the  Standard  Company,  or  perhaps  some  com- 
pany not  the  Standard  Company  but  owned  by  it ;  I  cannot 
believe  that  they  agreed  to  pay  this  commission  upon  outside 
shipment ;  certainly  we  never  were  a  party  to  any  such  agree- 
ment, nor  do  I  think  the  New  York  Cential  was. 

The  Chaikman — In  order  to  secure  this  ten  per  cent,  rebate 
you  would  have  to  have  a  shifting  agreement  like  that,  pro- 
viding that  in  case  of  a  reduction  or  lower  rate  to  anyone  else, 
they  should  have  that ;  you  would  have  to  have  a  similar  agree- 
ment to  that  in  order  to  secure  this  rebate  of  ten  per  cent, 
at  all  ^imes  and  with  shifting  rates. 

Mr.  Sterne — You  will  observe  also  it  says,  "  no  less  than  " 
ten  per  cent.  ;  it  may  be  more  from  day  to  day. 

The  Witness — No  less  than  ten  per  cent,  unless  by  agreement; 
that  is,  that  a  road  could  not  arbitrarily  reduce  it. 

Mr.  Sterne — It  might  arbitrarily  increase  it  ? 

The  Witness — My  experience  with  the  railroads,  is  that  they 
are  not  in  the  habit  of  exercising  arbitrary  power  for  the  bene- 
fit of  other  people. 

The  Chairman — Mr.  Jewett,  do  I  understand  you  that  this 
agreement  as  to  the  rebate,  with  the  exception  that  you  never 
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agreed  to  pay  any  rebate  upon  any  oil  that  you  did  not  actually 
carry,  is  substantially  the  same  as  that  your  road  made  with 
the  Standard  ? 

The  Witness — I  don't  know  ;  you  and  I  might  differ  in  the 
construction  of  that  language,  and  what  I  pretend  to  say,  is 
that  we  in  that  couferance  did  agree  to  allow  the  Standard  Oil 
Company  ten  per  cent,  from  the  rate  for  performing  this  ser- 
vice ;  we  did  agree  that  that  ten  per  cent,  should  not  be  re- 
duced without  its  concurrence  ;  that  is,  it  should  be  a  matter 
of  agreement;  but  we  did  not  agree,  nor  was  the  Central  or 
the  Erie  in  any  way  interested  in  the  arrangements  between 
Philadelphia  and  the  Standard  Company,  with  regard  to  re- 
fining or  anything  else  in  Philadelphia  or  Baltimore,  and  there 
was  nothing  in  the  conference  having  reference  to  a  guaranty 
to  the  Pennsylvania  Company  or  to  any  other  company,  of  a 
fixed  amount  of  tonnage. 

Mr.  Sterne — Suppose  that  the  Chairman  mark  those  for 
identification,  for  the  present. 

Mr.  Shipman— "What  is  that  in,  Mr.  Cassatt's  testimony  ? 

Mr.  Stebne — Mr.  Cassatt's  testimony. 

Mr.  Shipman — You  are  now  speaking  of  the  letter  ? 

•Mr.  Sterne— Of  the  letter. 

(Pages  42,  43, 44.  45  and  46  of  Mr.  Cassatt's  testimony,  being 
the  letter  above  referred  to,  from  William  Rockefeller  to 
Thomas  A.  Scott,  dated  October  17th,  1877,  marked  for 
identification,  "  Exhibit  No.  1,  August  26th,  1879.") 

By  Mr.  Stebne  : 

Q  Are  you  prepared  to  swear,  that  you  did  not  at  any  time 
pay  ten  per  cent,  to  the  Standard  Company,  on  all  oil  shipped 
over  your  road,  whether  coming  from  the  Standard  Company 
to  the  Standard  Company,  from  the  Standard  Company  to  any 
other  shipper,  or  from  any  other  shipper  to  any  other  shipper — 
crude  oil  ?  A.  I  am  prepared  to  state — and  being  under  oath, 
it  is  not  necessary  to  incorporate  Mr.  Sterne's  inquiry  whether 
I  am  prepared  to  swear;  whatever  I  testify  to  under  oath,  I  sup- 
pose is  construed  as  being  sworn  to — that  we  have  never  paid 
to  my  knowledge,  ten  per  cent,  to  the  Standard  Company,  for 
any  oil  shipped  over  our  road  not  covered  by  this  arrange- 
ment ;  that  in  addition  to  the  oil  which. came  directly  in  the 
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name  of  the  Standard  Oil  Company,  they  were  to  furnish  from 
time  to  time  the  companies  they  owned  and  which,  although 
in  another  name,  the  shipments  to  or  from  which  was  on 
their  account ;  so  far  as  the  shipments  to  or  from  such  com- 
panies designated  by  them,  I  have  no  doubt  that  ten  per  cent, 
was  paid,  but  so  far  as  regards  the  names,  the  parties  or  the 
particular  circumstances,  I  am  not  able  to  inform  the  Com- 
mittee, or  I  would  do  so. 

Mr.  Sterne — I  don't  think  you  have  answered  my  question. 

The  Witness — Have  I  not  answered  it,  Mr.  Chairman? 

The  Chairman — I  think  so. 

Mr.  Sterne  (to  the  stenographer) — Will  you  read  the  ques- 
tion for  the  information  of  the  Chairman  at  least,  for  I  don't 
think  the  question  is  answered.  Mr.  Jewett  says  he  paid  ten 
per  cent,  on  all  that  is  covered  by  the  contract.  That  leaves 
it  quite  open  to  an  interpretation  of  what  that  answer  means. 

The  Witness — I  think  I  went  on  and  qualified  it,  I  intended  to. 

(The  stenographer  read  the  last  question  and  answer.) 

The  Chairman — You  do  not  answer  the  question  strictly ; 
your  answer  is  that  you  have  no  knowledge  of  its  ever  having 
been  done ;  the  question  would  ask  you  to  go  further,  and 
state  whether  you  are  positive  that  it  never  was  done,  whether 
you  have  that  knowledge  of  the  matter  that  you  can  state  that 
you  are  positive  that  it  never  was  done. 

The  Witness — I  don't  know,  if  the  Committee  please,  that  it 
is  possible  for  me  to  say  a  thing  could  not  have  been  done, 
when  I  say  I  have  no  knowledge  of  it.  I  can  state  my  belief. 
I  don't  believe  that  there  ever  has  been  a  payment  of  ten  per 
cent,  to  the  Standard  Oil  Company  for  any  oil  carried  for  any 
parties  otherthan  those  named,  in  accordance  with  the  terms  of 
this  arrangement. 

The  Chairman — I  think  that,  in  connection  with  his  testi- 
monj',  that  this  matter  is  under  the  charge  of  another  officer 
of  the  company,  and  that  he  has  no  knowledge  of  the  detail,  -is 
sufficient. 

By  Mr.  Sterne  : 

Q.  Do  you»  remember  a  conference  of  railway  presidents  at 
Saratoga  in  July,  1878  ?     A.  I  do,  sir. 

Q.  What  percentage  did  you  reduce  the  Standard's  rate  to  at 
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that  conference,  as  compared  with  the  public  rate  ?  A.  I  can- 
not answer ;  I  could  not  even  say  that  it  was  reduced  ;  we  had 
a  great  deal  of  discussion  at  that  time,  and  in  some  respects 
unpleasaut,  but  as  to  the  result  of  the  conference,  I  am  wholly 
at  a  loss  ;  whatever  was  the  reduction,  however,  is  a  matter 
susceptible  of  the  most  indisputable  proof,  and  it  is  with  Mr. 
Blanchard,  for  he  would  have  the  carrying  of  it  out,  and  he 
will  be  able  to  explain  it  at  length  to  the  Committee. 

Q.  You  were  a  member  of  that  conference  ?     A.  Yes,  sir. 

Q.  This  was  a  conference  of  such  importance,  that  the  rail- 
way presidents  themselves  attended  it?  A.  But,  I  think,  Mr. 
Sterne,  if  you  are  ever  so  unfortunate  as  to  become  the  man- 
ager of  a  large  railroad,  you  will  find  yourself  very  anxious  to 
get  things  off  of  your  mind  whenever  they  are  disposed  of. 

Q.  Not  to  remember  them ;  that  was  a  conference  held  but  a 
year  ago?  A.  I  will  answer  it  that  I  have  no  recollection  of 
what  further  rebate,  deduction,  and  addition  was  made  or 
agreed  upon  at  that  time,  if  any  ;  but  if  there  was  one  made, 
that  is  a  fact  about  which  there  can  be  no  dispute  at  all. 

Q.  Is  it  not  a  fact  in  your  own  mind,  about  which  there  can 
be  no  dispute,  with  your  own  mind  ?  A.  It  is  not ;  you  can't 
make  anything  out  of  me  by  that  kind  of  inquiry  ;  if  I  knew  it, 
I  would  tell  you. 

Q.  You  are  adroit  enough,  Mr.  Jewett,  of  course?  A.  There 
is  no  adroitness  at  all ;  your  capital  is  adroitness.. 

Q.  Don't  you  know  what  the  result  of  that  conference  was  ? 
A.  I  have  answered  that  question  over  and  over  again,  that  I 
do  not  know  what  it  was. 

The  Chairman — That  is  conclusive,  Mr.  Sterne. 

Q.  Do  you  know  whether  it  resulted  in  a  conclusion?  A. 
If  I  would  speak  simply  from  my  impression,  and  it  is  very 
vague,  it  would  be,  that  we  did  not  adjourn  at  that  conference 
in  a  very  harmonious  state,  but  whether  we  agreed  to  anything 
temporarily  or  not  I  don't  know ;  I  cannot  recollect. 
-  Q.  Was  the  Standard  Oil  Company  present  at  that  confer- 
ence through  any  representative  of  its  own  ?  A.  According 
to  my  best  recollection,  there  was  no  member  of  the  Standard 
Oil  Company  ever  present  at  any  conference,  between  the  pre- 
sidents of  the  trunk  lines  ;  they  may  have  been  about,  so  that 
any  question  that  we  wanted  information  upon  they  could  be 
called  in  for  that  information,  but,  according  to  my  recollec- 
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tion,  they  were  not  present  as  a  party  to  any  conference  to 
which  I  was  ever  a  party  between  the  railroads  ;  I  may  be 
mistaken  in  that,  however. 

Q.  Do  you  remember  a  conference,  at  Niagara  Falls,  in  re- 
lation to  the  oil  traffic  ?     A.  None  at  which  I  was  present. 

Q.  Do  you  remember  one  at  the  Windsor  Hotel,  in  New 
York  City,  recently,  in  relation  to  the  oil  traffic  A.  We  had 
a  conference  at  the  Windsor  Hotel,  recently,  with  relation  to 
all  our  business  ;  I  don't  think  the  Standard  Oil  Company 
traffic  was  the  subject  matter  of  discussion  there  to  any  ex- 
tent ;  it  may  have  been  ;  I  don't  think  it  was  ;  I  know  it  was 
referred  to,  but  I  don't  think  it  was  the  subject  matter  of  the 
conference. 

Q.  Was  there  any  modification  or  change  made,  either  as 
to  division  of  the  traffic  or  as  to  the  rate  to  the  Standard  Com- 
pany at  that  conference  ?     A.  I  think  not. 

Q.  You  have  connected  with  your  railroad  a  number  of  out- 
side organizations,  have  you  not — coal  lands,  for  instance  ?  A. 
Yes,  sir. 

Q.  They  are  owned  by  your  railroad  company  ?  A.  We 
hope  so  ;  there  is  some  question  about  it. 

Q.  Is  there  any  special  President  of  the  coal  lands  ?  A. 
Yes,  sir. 

Q.  Independent  of  your  corporation  ?  A.  The  only  connec- 
tion he  has  with  our  corporation  is  as  the  President  of  that. 

Oj.  But  the  stock  is  owned  by  your  corporation?  A.  Yes, 
sir. 

Q.  And  the  coal  lands  were  bought  with  money  of  the  Brie 
Railway  Company  ?     A.  Yes,  sir. 

Q.  Does  he  draw  a  salary  as  President  ?     A.  Yes,  sir. 
Q.  Is  that  Mr.  Clymer  ?     A.  Yes,  sir. 

Q.  What  does  he  obtain  ?  A.  My  recollection  is,  it  is  $6,000 
a  year,  out  of  which,  he  pays  his  own  expenses ;  more  of  a 
traveling  man,  looking  after  the  business,  than  anything  else. 
Q.  Do  any  directors  obtain  salaries  in  your  corporation  ? 
A.  One  of  the  directors-  has  charge  of  our  real  estate,  for 
which  he  receives  a  compensation  of,  I  think,  $4,000  a  year ; 
the  other  directors  receive  a  per  diem  when  they  are  on 
service. 

Q.  The  salary  fixed  for  you  as  Eeceiver  is  $40,000  a  year, 
isn't  it  ?     A.  Yes,  sir. 
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Q.  Has  not  the  price  of  all  railway  property — I  mean  by 
that  of  all  the  elements  that  go  to  make  up  a  railway — con- 
siderably depreciated  since  1874?  A.  Yes;  the  depreciation 
commenced  in  1873,  and  for  three  or  four  years  there  was  a 
considerable  decline  in  material. 

Q.  Has  not  that  decline  continued  to  this  present  day?  A. 
No  ;  rather  the  tendency  now  is  upward;  it  has  continued  un- 
til very  lately,  and  now  it  is  not  equal  to  what  it  was  before. 

Q.  Well,  any  part  of  the  construction  of  the  Erie  Kailway 
that  was  had,  say  between  1869  and  1872,  could  be  replaced  at 
very  considerably  less  cost  now,  could  it  not  ?  A.  I  should 
think  so. 

Q.  Fifty  per  cent,  less  ?  A.  Hardly  that,  but  very  con- 
siderably less. 

Q.  As  to  rails,  it  would  be  more  than  that,  wouldn't  it?  A. 
Yes  ;  I  think  that  rails  in  1874  could  be  'purchased  at  more 
than  CO  per  cent,  less  than  they  were  in  1872. 

Q.  As  to  labor,  it  would  be  about  50  per  cent,  less,  wouldn't 
it?     A.  Considerably  less  ;  not  so  much  as  that,  however. 

Q.  Was  not  labor  worth  about  $2  a  day  from  1865  to  1870 — 
at  least  $2  a  clay  ?     A.  I  never  paid  that  for  common  labor. 

Q.  Close  to  it  ?     A.  No,  I  think  not. 

Q.  What  do  you  pay  now  ?     A.  We  pay  $1.12. 

Q.  What  had  you  paid  in  1868, 1869  and  1870  ?  A.  I  was  not 
here  then,  and  what  was  paid  when  I  came  I  can't  recollect ;  I 
know  we  made  some  reduction,  but  it  was  nothing  like  50  per 
cent. 

Q.  Has  the  Erie  Railway  Company  any  mileage  now  that  it 
had  not  in  1875,  when  you  were  appointed  Eeceiver  ?  A.  What 
do  you  mean ;  miles  of  track  ? 

Q.  Miles  of  track  ?     A.  Yes,  sir. 

Q.  By  that  you  mean  the  double  track?  A.  Yes,  sir;  and 
sidings ;  and  I  think  since  I  was  appointed  Eeceiver,  the  road 
connecting  our  road  with  the  International  Bridge  has  been 
built ;  I  think  that  has  been  done  since  ;  I  am  not  altogether 
confident  of  it.  (Conferring  with  Mr.  Little).  Partly  done 
since. 

Q.  Has  it  additional  road-bed  that  it  had  not  then ;  is  its 
road  longer  than  it  was?     A.  None,  unless  it  is  that  connec- 
tion with  the  International  Bridge,  which  is  very  .short — some, 
eight  miles,  perhaps. 
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Q.  Has  it  any  privilege  or  franchise  which  it  had  not  in 
1874"?     A.  None  that  I  know  of. 

By  the  Chairman  : 

Q.  What  extent  of  double  track  has  been  constructed  since  you 
have  had  the  charge  of  the  road?  A.  I  think  there  were  about 
two  hundred  miles  of  single  track ;  the  whole  of  it  is  in  the 
hands  of  contractors,  and  we  hope  to  have  it  all  completed  by 
October ;  how  much  has  been  completed  I  am  unable  to  answer. 

Mr.  Shipman — Will  the  Chairman  allow  him  to  explain  about 
the  third  rail — a  large  item  of  expense  ? 

The  Witness — In  addition  to  the  track,  for  the  purpose  of 
making  our  road  serviceable  for  narrow  gauge,  we  have  had 
to  lay  its  entire  length  with  a  third  rail,  so  that  in  point  of  su- 
perstructure our  mileage  is  equal  to  half  the  length  of  our 
main  line,  in  addition. 

By  the  Chairman  : 

Q.  Do  you  run  broad  gauge  and  narrow  gauge  cars  over  the 
same  track  ?     A.  The  same  road-bed. 

Q.  By  using  the  third  rail  ?     A.  Yes,  sir. 

Mr.  Shipman — I  suppose  the  Chairman  understands  that  ul- 
timately, the  broad  gauge  equipment  will  be  worn  out,  and 
then  it  is  to  be  replaced  by  the  narrow  gauge  equipment,  so  as 
to  give  a  connection  with  the  entire  railroad  system  of  the 
country. 

Q.  You  have  to  use  your  broad  gauge  equipment  wholly  on 
your  own  road?  A.  We  transfer  through  the  intervention  of 
a  hoist ;  before  the  third  rail  was  laid,  to  enable  us  to  do  busi- 
ness in  connection  with  other  roads  and  without  transferring 
in  bulk,  we  used  what  is  called  the  hoist,  by  which  the  body  of 
the  car  is  raised  from  the  broad  gauge  trucks  and  narrow 
gauge  trucks  run  under  it,  and  the  car  thus  put  upon  a  nar- 
row gauge,  and  vice  versa  ;  and  in  addition  to  that,  the  Atlan- 
tic &  Great  Western  Eoad  was  a  broad  gauge  road,  and  is  a 
broad  gauge  road,  so  that  our  equipment  runs  over  it,  or  it  did 
as  far  as  Cincinnati ;  now,  the  third  rail  between  Dayton  and 
Cincinnati  being  taken  up,  we  are  stopped  at  Dayton ;  but 
with  !he  exception  of  our  own  road  and  the  Atlantic  &  Great 
Western  Road,  we  can  only  use  connecting  roads,  with  the  cars 
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loaded  as  they  are  upon  our  road,  through  the  intervention  of 
the  hoist. 

Q.  Won't  you  state  what  the  broad  gauge  is— what  is  your 
broad  gauge  and  what  is  your  narrow  gauge  now — the  dimen- 
sions ?  A.  The  broad  gauge  is  6  feet ;  the  narrow  gauge  is 
four  feet  eight  and  a  half  or  bine. 

By  Mr.  Stekne  : 

Q.  For  the  800  cars  owned  by  the  Standard  Oil  Company  on 
your  road,  don't  you  pay  some  sort  of  compensation  to  the 
company  ?     A.    We  pay  the  ordinary  mileage. 

Q.  "What  do  you  mean  by  the  ordinary  mileage?  A  In  the 
exchange  of  cars  between  roads,  one  company  using  the  cars  of 
another  company,  allows  to  that  company  mileage  ;  that  is  the 
ordinary  mileage  ;  it  is  the  customary  mileage. 

By  Mr.  Bakee  : 

Q.  How  much  is  that  ?  A  During  the  war  I  think  it  was 
2  cents  ;  it  ran  on  up,  and  we  have  got  it  down,  I  think  to  §, 
perhaps  less  ;  three-fourths  of  a  cent,  I  think. 

By  Mr.  Stebne  : 

Q.  Where  is  the  agreement  by  which  you  agree  or  stipulate 
to  pay  the  Standard  Oil  Company  this  ordinary  mileage  ? 
A.  I  don't  know  whether  there  is  such  an  agreement  in  writ- 
ing or  not ;  there  is  such  an  agreement ;  if  in  writing,  I 
will  look  it  up  and  see  ;  I  cannot  tell  now  ;  if  in  writing,  it  is 
in  a  contract  in  which  the  cars  were  furnished  ;  this  oil  trade 
in  the  outset  was  not  upon  our  road ;  it  is  only  within  the  last 
two  or  three  years  that  there  has  been  any  production  of  oil  on 
the  line  of  our  road,  and  whether  the  arrangement  for  the  fur- 
nishing of  these  cars  was  with  our  company  or  the  Atlantic  & 
Great  Western  Company,  from  which  we  at  that  time  received 
all  the  oil  that  we  transported,  I  cannot  say,  but  if  with  that 
company  it  is  one  in  which  we  no  doubt  concurred ;  but  this 
was  an  arrangement  made  before  I  came  upon  the  road,  and 
the  details  I  do  not  know. 

Q.  Do  you  know  anything  about  any  modification  of  it  during 
the  time  you  have  been  President  ?  A.  I  do  not,  except  that 
the  mileage  has  gone  down  as  other  mileage  has. 

Q.  You  do  not  know    whether    the  mileage  they  obtain 
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from  your  company  is  in  excess  of  the  amount  of  transporta- 
tion that  you  get  from  them  ?  A.  Is  in  excess  of  the  earnings 
of  the  cars  ? 

Q.  Yes.     A.  No,  I  don't  know  anything  about  it. 

By  the  Chairman  : 

Q.  These  cars  draw  a  mileage  while  going  loaded  from  the 
oil  regions  to  market,  and  a  mileage  while  returning  also?  A. 
That  is  the  custom  always. 

,  By  Mr  Stebne  : 

Q.  That  formed,  as  you  say  about  f  of  the  equipment  of  the 
road  ?     A.  I  did  not  say  so. 

Q.  I  mean  of  the  oil  equipment  ?     A.  I  did  not  say  so. 

Q.  If  I  am  wrong  in  that,  you  can  correct  me  ?  A.  I  cannot 
correct  you  ;  a  large  majority  of  the  cars  belong  to  that  com- 
pany ;  I  think  probably  as  six  to  two. 

Q.  The  car  trust  company,  is  that  to  furnish  you  oil  cars  V 
A.  No,  sir  ;  there  is  nothing  that  would  preclude  it,  but  it  is 
not  designed  for  it. 

Q.  Have  you  any  oil  cars  now  building  ?     A.  No,  sir. 

Q.  Have  you  made  any  effort  since  you  have  heard  com- 
plaints from  Mr.  Ohlin  and  others  of  the  insufficiency  of  your 
transportion  facilities,  in  that  particular  to  build  oil  cars  ?  A. 
I  don't  know  what  our  legal  duty  would  be  ;  as  a  business 
transaction,  looking  to  the  uncertainty  of  the  oil  trade,  it  being 
transferred  from  point  to  point,  the  possibility  of  its  being 
within  one  or  two  years  entirely  taken  from  our  road,  because 
of  the  field  of  production  being  changed,  I  would  not,  as  a  man- 
ager, build  or  advise  the  building  of  tank  cars  ;  I  regard  the 
trade  too  uncertain  to  justify  that  expense. 

Q.  When  you  speak  of  the  uncertainty  of  the  trade  you  do 
not  mean  the  uncertainty  of  the  supply,  do  you,  of  the  oil  ?  A. 
I  do ;  the  uncertainty  of  the  supply  from  a  point  in  proximity 
to  our  road. 

Q.  Has  not  the  supply  increased  from  year  to  year  since 
1865  ?  A.  I  recollect  that  in  1865  there  were  points  on  the 
Ohio  river  which  were  producing  largely  of  oil ;  in  West  Vir- 
ginia the  same ;  one  point  on  the  Muskingum  river,  all  of  which 
are  substantially  abandoned ;  within  that  time  the  Titus ville 
region  was  the  great  producing  region  ;   that  has  largely  fallen 
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off ;  in  the  Bradford  district  it  is  already  changing ;  how  far  of 
where  it  will  go  I  don't  know  ;  I  would  not  be  willing,  and  upon 
the  general  proposition  I  will  say  that  I  do  not  believe  the  in- 
dividual producer  could  afford  to  build  that  class  of  cars  to  any 
large  extent. 

Q.  So  that  neither  the  railway  company  can  afford  to  build 
them,  nor  the  producer  afford  to  build  them?  A.  In  my  judg- 
ment, however  unpopular  it  may  be,  I  regard  the  oil  business 
in  its  character  as  almost  necessarily  to  be  confined  in  some 
way  to  but  few  hands  ;  some  one  or  some  persons  who  can 
move  with  the  change  of  the  oil  field,  follow  it,  and  by  various 
devices  make  it  profitable. 

Q.  You  have  not  answered  my  question ;  I  did  not  frame  my 
question,  possibly,  well ;  has  not  the  production  of  the  oil  in 
the  Western  Pennsylvania  district  increased  from  1865  to  1879 
steadily  ?  A.  I  cannot  answer  with  any  degree  of  certainty ; 
my  impression  is  it  has  increased. 

Q.  Will  you  look  at  this  table  in  the  Produce  Exchange 
tables,  and  tell  me  whether  you  have  ever  seen  any  such 
tables,  and  whether  the  production  as  stated  there  is  in  confor- 
mity with  what  you  know  it  to  be  ?  A.  I  don't  know  that  I 
have  had  my  attention  directed  to  this  table,  I  have  seen 
tables  ;  but  that  don't  militate  at  all  against  my  proposition  ; 
allow  me  to  illustrate  ;  I  fear  I  am  not  understood ;  take  the 
Titusville  region  which  a  few  years  ago  was  the  great  produc- 
ing region;  you  can  find  parties  who  a  few  years  ago  owned 
wells  producing  thousands  of  barrels  that  now  produce  noth- 
ing ;  if  it  had  been  a  fixture  those  parties  could  well  have 
afforded  to  have  gone  to  the  expense  of  furnishing  their  own 
cars,  or  a  railroad  company  could  well  have  afforded  to  have 
constructed  the  cars  to  meet  the  wants  of  those  wells  ;  if,  how- 
ever, the  parties  owning  it  had  provided  the  cars,  the  oil  hav- 
ing ceased,  the  cars  would  have  been  on  their  hands,  and  with- 
out any  service,  unless  they  could  have  disposed  of  them  to 
other  parties  ;  that  applies  largely  to  the  Titusville  oil  region  ; 
you  may  take  the  Bradford  field  which  is  just  now  the  large 
producing  region. 

Q.  That  is  a  New  York  field?  A.  Pennsylvania;  there  is 
no  New  York  field. 

Q.  Doesn't  it  extend  into  Western  New  York  ?  A.  No,  sir  ; 
I  have  understood  that  within  a  few  weeks  there  has  been  one 


1523 

well  somewhere  near  Belmont,  from  which  they  are  drawing 
oil,  but  the  Bradfoad  oil  field,  so  called,  is  in  Pennsylvania,  in 
McKean  county,  and,  I  say,  that  has  changed  ;  there  are  a  large 
number  of  wells  along  the  line  of  our  Bradford  branch  which 
originally  produced  oil,  and  now  are  abandoned,  and  the  field 
is  receding,  and  will  continue  to  recede,  and  whether,  event- 
ually, it  will  not  entirely  run  out  is  a  matter  of  speculation  ; 
in  my  judgment  it  will. 

Q.  Is  not  that  condition  equally4true  of  mining?  A.  It  don't 
change  in  anything  like  that  ratio. 

Q.  Thousands  of  pocket  mines  are  abandoned  after  they 
have  been  opened,  and  not  worked  ?  A.  Largely,  but  nothing 
like  the  ratio  of  oil ;  you  can  generally  measure  to  a  certain 
degree  the  quantity  of  ore  or  coal. 

Q.  Has  not,  in  point  of  fact,  however,  notwithstanding  all 
this  shifting,  the  quantity  of  oil  shipped  over  your  road,  over 
the  Central  road,  and  over  the  Pennsylvania  Koad  constantly 
increased,  steadily  increased  from  year  to  year  since  1865  ? 
A.  I  think  over  the  Pennsylvania  Road  that  that  would  not 
do  ;  over  our  road  I  think  it  has  increased. 

Q.  Steadily,  year  after  year  ?  A.  I  don't  know  about  that ; 
I  don't  know  just  how  the  trade  stood  previous  to  the  disco- 
very of  the  Bradford  field,  I  think  it  had  fallen  off ;  but  those 
are  statistics  which  can  be  furnished  to  you. 

Q.  Within  sis  years,  say  since  the  discovery  of  the  Brad- 
ford field  it  has  steadily  increased  ?  A.  The  Bradford  field 
has  been  discovered  within  the  last  three  years ;  I  think  the 

first  discovery  there  was I  gave  to  one  of  these  parties, 

Mr.  Taylor  perhaps,  or  Mr.  Bush,  some  of  them,  the  privilege 
of  boring  wells  upon  our  own  property  on  the  line  of  our  road  ; 
already  there  were  old  wells  there,  and  I  gave  them  the  priv- 
ilege of  testing  them,  and  I  think  that  was  in  the  spring  of 
1875. 

The  Chairman — There  are  statistics,  Mr.  Sterne,  aren't  there, 
that  will  show  all  this  exactly  ? 

The  Witness— Precisely,  but  without  regard  to  that  I  will 
furnish  to  the  Committee,  if  it  desire  it,  the  actual  statistics  of 
the  transportation  of  oil  over  our  road  from  the  opening  of 
the  oil  trade  to  the  present  time. 

The  Chairman— This  annual  report  of  the  New  York  Pro- 
duce Exchange  for  1878,  was  put  in  evidence  at  New  York,  and 
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I  believe  it  was  then  conceded  by  all  parties,  that  the  state- 
ments therein  made  would  be  reliable. 

The  "Witness — I  have  no  doubt  that  would  be  reliable  so  far 
as  regards  the  oil  received  in  the  City  of  New  York,  but  of 
course  it  would  not  have  a  reference  to  oil  delivered  else- 
where. 

Mr.  Shipman — What  year  is  that  volume  ? 

Mr.  Sterne — 1878  ;  amount  for  export  for  New  York.  (To 
the  witness.)  What  proportion  do  you  know,  of  the  oil  that 
comes  over  the  various  roads  is  exported  ? 

The  Witness— I  don't  know  ;  I  never  inquired,  any  more  than 
I  have  read  these  current  reports. 

The  Chairman — Does  that  show  ? 

Mr.  Sterne — No  ;  it  shows  simply  the  export ;  it  does  not 
show  what  is  produced  for  home  consumption. 

The  Witness — If  you  will  get  the  production,  and  get  the  ex- 
portation, it  is  but  reasonable  that  the  balance  is  consumed. 

Mr.  Sterne — No  ;  because  there  is  another  balance  of  re- 
fined oil,  and  you  cannot  tell  how  much  has  gone  out  of  the 
chimneys  of  the  refineries. 

The  Witness — I  understand. 

Q.  Are  you  familiar  with  the  contract  known  as  the  Homer 
Ramsdell  contract  ? 

(Report  of  the  Produce  Exchange  for  1878,  heretofore  re- 
ceived in  evidence,  pp.  482,  483,  508  and  509,  each  marked 
Exhibit  No.  2,  August  26th,  1879.) 

Q.  Have  you  produced  the  Homer  Ramsdell  contract  ?  A. 
You  asked  me  if  I  was  familiar  with  it. 

Q.  Yes.  A.  Well,  I  have  seen  them  ;  I  never  inquired  par- 
ticularly into  them,  but  I  think  I  understand  them. 

Q.  Can  you  produce  it  ?     A.  Yes,  sir. 

Q.  The  one  that  is  now  in  force?     A.  Yes,  sir. 

Q.  Will  you  do  so  ?     A.  Yes,  sir. 

Q,  Is  there  any  contract,  or  modification  of  the  Homer 
Ramsdell  contract  ?     A.  None  that  I  know  of; 

Q.  Mr.  Ramsdell  is  one  of  the  Directors  of  the  Erie  Railway 
Company,  is  he  not  ?     A.  Yes,  sir. 

Q.  And  he  is  also  one  of  Directors  of  the  New  York,  Lake 
Erie  &  Western  Railway  ?     A.  Yes,  sir. 
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Q.  Was  that  contract  made  during  your  administration? 
A.  The  last  one  ? 

Q.  In  the  accounts  which  have  been  put  in  evidence  here 
it  appears  that  you  have  made  large  payments  to  the  firm  of 
Turner,  Lee  &  McClure  ?  A.  Before  I  answer  that  question, 
I  would  rather  not  leave  the  Kamsdell  contracts  just  in  that 
way ;  I  would  rather  explain  them. 

Q.  Mr.  Shipman,  doubtless,  will  put  whatever  question  he 
sees  fit  ?  A.  I  would  rather  explain  now  to  save  time — to  save 
any  question. 

Q.  Well,  all  right.  A.  I  found  when  I  came  here  a  contract 
with  Mr.  Eamsdell — two,  one  dated  on  the  13th  day  of  October, 
1869 ;  that  contract  provides  for  Mr.  Eamsdell  furnishing  to 
the  company  50  merchantable  railway  carp,  to  be  used  in  the 
transportation  of  freight  and  so  on,  at  a  cost  not  exceeding 
$40,000,  and  that  was  then  about  the  market  value  of  the  cars ; 
he  was  to  be  paid  for  those  cars  in  monthly  installments,  run- 
ning for  a  series  of  years,  the  contract  not  yet  having  expired 
when  they  would  have  been  paid  for  under  this  contract ;  by 
the  terms  of  the  contract  Mr.  Kamsiell  was  to  transport  from 
Newburgh  to  New  York,  certain  freights  which  the  Erie  Com- 
pany might  deliver  at  Newburgh  for  New  York,  he  furnishing 
what  the  Erie  Company  was  then,  as  I  am  told,  largely 
in  need  of,  terminal  facilities  in  New  York,  that  is,  a  pier  and 
dock  for  the  handling  of  , the  freight ;  for  that,  he  was  to  re- 
ceive the  difference  between  the  local  rate  of  the  Erie  Com- 
pany to  and  from  Newburgh  and  the  rate  to  and  from  New 
York,  as  if  the  freight  came  directly  through  Jersey  City. 

Q.  Is  that  all  contained  in  the  contract?     A.  Yes,  sir. 

Q.  Well,  why  duplicate  already,  a  statement  that  we  have 
in  writing  ?  A.  You  inquired  as  to  that  and  I  want  to  ex- 
plain. 

Q.  It  seems  to  me  you  ought  to  strike  out  all  this  verbal 
statement  of  what  the  contract  contains  ?  A.  The  contract 
don't  show  that  Ramsdell  was  a  Director  of  the  company. 

The  Chairman — Do  you  propose  to  put  these  contracts  in 
evidence  ? 

Mr.  Steene— Yes,  sir. 

The  Chairman — They  go  in  without  any  comment ;  they 
will  explain  themselves,  will  they  Dot,  Mr.  Jewett? 

The    Witness — They     do     not     explain    the     impression 
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sought  to  be  made  by  inquiring  of  me  if  Mr.  Ramsdell  is  a 
director  ;  was,  and  is  now,  a  Director  oi  the  company ;  that 
carries  with  it  the  implication  that  the  contract  may  have 
been  an  improper  one,  because  I  recognize,  if  the  Commit- 
tee please,  that  under  ordinary  circumstances,  there  ought  not 
to  be  contracts  between  a  corporation  and  one  of  its  Directors, 
beyond  the  ordinary  business  contract ;  I  say,  I  found  this 
here ;  the  other  has  reference  to  depot  grounds,  and  so  on,  in 
Jersey  City. 

The  Chairman — I  think  the  contracts  will  explain  them- 
selves in  that  respect,  if  they  are  received  without  any  com- 
ment. 

The  Witness — I  would  say  with  regard  to  the  contract  that  I 
made  with  Mr.  Ramsdell — the  new  company — made  on  the  31st 
of  May  last,  which  was  in  negotiation  some  time,  that  it  wipes 
out  all  these  pre-existing  contracts,  and  we  bought  out  and  out 
his  cars  and  his  depot  property  in  Newburgh. 

The  Chairman — It  is  quite  likely  that  a  great  many  of  these 
contracts  that  are  produced  here  will  not  be  printed  at  all ; 
we  get  them  for  the  purpose  of  examining  them  to  see  what 
there  is  in  them ;  in  that  event,  of  course,  any  explanation 
would  not  be  required. 

Mr.  Sterne — In  that  connection,  we  should  have  the  written 
contract  that  existed  until  May,  1879. 

The  Witness— He  will  furnish  you  with  printed  copies  of 
them  both. 

Q.  That  contract,  continued,  however,  during  the  whole  of 
your  Receivership  ?     A.   Yes,  sir. 

Q.  The  former  one  ?     A.  Yes,  sir. 

Q.  Now,  I  direct  your  attention  to  payments  made  to  Tur- 
ner, Lee  &  McClure,  etc.,  by  the  Receiver  and  the  Reconstruc- 
tion Committee  ?     A.  Whom  ? 

Q.  Turner,  Lee  &  McClure.     A.  Oh. 

Q.  They  are  the  attorneys,  are  they  not,  for  the  Farmers' 
Loan  &  Trust  Company  ?     A.  Yes,  sir. 

Q.  Were  they,  at  the  same  time,  attorneys  for  the  Erie  Rail- 
way Company  ?  A.  They  were  not ;  what  payments  do  you 
refer  to  ? 

Q.  There  was  one  payment  to  which  I  directed  the  attention 
of  the  Committee  in  New  York,  made  by  you,  as  Receiver,  of 
$11,000  or  $13,000,  and  here  are  payments  of  expenses  ;  how 
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did  you  come  to  make  payments  ?  (handing  paper  to  witness). 
A.  There  is  nothing  here  about  Turner,  Lee  &  McClure. 

Q.  Not  by  name,  but  there  was  on  that  account  rendered  by 
you,  as  Receiver.     A.  Where  ? 

Q.  In  New  York  ;  filed  in  court ;  do  you  remember  the  pay- 
ments made  to  Turner,  Lee,  &  McClure  ?  A.  Yes,  sir  ;  I  can't 
remember  the  particular  payment,  but  I  can  tell  you  all  I 
know  about  any  payment. 

Q.  Was  there  a  payment  of  $11,000  made  by  yoa  to  them? 

A.  I  don't  recollect ;  I  recollect  this 

Q.  Before  the  sale  ?  A.  I  don't  recollect ;  I  recollect  this  : 
shortly  after  the  Receivership,  or  some  time  after,  the  question 
came  up  between  Turner,  Lee  &  McClure  and  the  Farmers, 
Loan  &  Trust  Company,  as  the  plaintiff,  and  the  counsel 
and  myself,  as  Receiver,  as  to  whether  or  not  I  should  not, 
from  time  to  time,  pay  such  sums  as  they  thought  ought  to  be 
paid,  both  on  .account  of  expenses  and  on  account  of  fees ; 
whether  right  or  wrong,  it  was  not  for  me  to  decide,  but  I  did 
decide  ;  that  it  was  not  my  duty  nor  my  privilege  to  use  the 
money  of  the  company  in  paying  the  expenses  of  the  Trustees  or 
their  counsel. 

Q.  When  you  speak  of  the  Trustees,  you  mean  the  Trustees 
of  the  Second  Mortgage  ?  A.  I  mean  the  Farmers'  Loan  & 
Trust  Company. 

Q.  They  were  Trustees  of  the  Second  Mortgage  which  was 
being  foreclosed  ?  A.  Yes,  sir ;  the  consequence  was  that  I  re- 
fused to  make  any  such  payment ;  application  was  made  to  the 
court  and  the  court  directed  that  they  should  furnish  to  the 
Referee,  the  officer  of  the  court  appointed  to  adjust  my  accounts, 
any  claim  that  they  made  and  any  payment  which  they  de- 
manded and  required  of  me  ;  upon  his  report,  without  going  to 
the  court  again,  approving  of  such  claims  and  payments,  to 
make  them ;  I  thereafter  made  them,  and  only  paid  such  claims 
as  came  to  me  through  him. 

Q.  This  Referee  was  whom  ?     A.  Judge  Spencer. 

Q.  He  was  the  Referee  to  whom  all  questions  were  referred, 
was  he  not,  connected  with  the  Erie  Railway  Company  during 
this  foreclosure  proceeding?  A.  No;  I  think  there  were 
some   questions  referred  fo  others,  but  I  am   not  confident 

of  it. 

Q.  He  was  the  Referee  appointed  by  the  court  to  pass  your 
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accounts?    A.  He   was  appointed  by  the  court  to  pass  my 
accounts. 

Q.  How  many  years  was  the  Receivership?  A.  From  May 
1875,  until  now. 

Q.  During  the  years  of  the  Receivership  what  sums  were 
annu,illy  paid  to  this  Referee,  Mr.  Spencer?  A.  The  order  of 
the  court  fixed  his  salary,  I  think,  at  $15,000  a  year. 

Q.  And  he  gets  that  from  the  fund  of  the  Erie  Railway 
Company  ?     A.  Yes,  sir. 

Q.  And  he  fixed,  from  time  to  time,  the  amount  of  fees  and 
expenses  tc  be  paid  by  you  as  the  Receiver  for  the  conduct 
of  the  foreclosure  proceedings,  didn't  he?  A.  I  don't  think  the 
order  applied — I  don't  recollect  that  it  applied  to  any  but  the 
claims  which  might  be  presented  by  the  Farmers'  Loan  & 
Trust  Company  and  its  counsel,  for  fees  and  expenses ;  it  might 
have  applied  to  others. 

Q.  In  point  of  fact,  didn't  you  make  payments  to  Turner, 
Lee  &  McClure  of  large  amounts  from  time  to  time?  A.  I  say 
to  you,  I  have  paid  whatever  amount  might  be  approved  by 
the  Referee. 

The  Chairman — The  record  will  show  all  this,  won't  it? 

The  Witness — The  record  will  show  it. 

The  Chairman — I  think,  Mr.  Sterne,  that  whatever  of  those 
proceedings  which  are  matters  of  record  you  desire  to  present, 
you  had  better  call  the  attention  of  the  Committee  to  without 
any  evidence,  and  if  there  are  any  portions  of  them  that  re- 
quire additional  evidence,  we  will  take  it  then. 

Q.  You  stated  to  the  Committee  your  reason  for  getting  the 
Transportation  Company  out  of  the  oil  business  was  because 
they  were  governed  by  the  Pennsylvania  Railroad  Company ; 
you  didn't  think  it  right  that  they  should  have  an  interest  in 
the  produce  that  they  were  shipping  ;  have  you  ever  heard  of 
a  concern  known  as  Peter  Wright  &  Sons  ?  A.  State  your 
first ;  you  make  a  statement  there ;  I  don't  know  whether  it  is 
strictly  accurate. 

Q..  You  stated  to  the  Committee  that  one  of  the  main  rea- 
sons why  you  took  sides  against  the  Empire  Transportation 
Company  was  because  the  Empire  Transportation  Company 
was  under  the  control  of  the  Pennsylvania  Railroad  Company, 
and  you  did  not  think  it  proper  for  the  Pennsylvania  Railway 
Company  to  have  an  interest  in  the  article  that  they  were  ship- 
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ping  ?  A.  I  did  not  assign  as  a  reason  because  it  was  under 
the  control  of  the  Pennsylvania  Railroad  Compan^ ;  I  stated 
as  a  fact,  that  it  was  under  its  control ;  I  stated  the  reason 
why  the  New  York  Central  and  the  Erie  determined  not  to  be 
silent  during  the  period  that  that  company  was  perfecting  its 
arrangements  to  divert  the  transportation  of  the  oil  from  our 
roads  by  the  Pennsylvania  Road ;  it  was  the  effect,  not  the 
control,  that  we  were  opposed  to. 

Q.  Do  you  know  whether  or  not  the  actual  control  of  grain 
shipments  over  the  Pennsylvania  Railway  is  in  the  hands  of  a 
concern  controlled  by  it  ?     A.  I  -do  not ;  I  do  not  believe  it. 

Mr.  Sterne — That  is  all. 

The  Witness — Before  the  Judge  proceeds,  I  wish  to  qualify 
slightly,  not  a  statement  I  made  yesterday,  but  what,  I  fear, 
from  the  way  it  was  made,  might  make  a  wrong  impres- 
sion upon  the  minds  of  the  Committee  ;  in  speaking  of  special 
rates,  I  think,  in  giving  an  illustration  showing  the  necessity  of 
special  rates,  that  the  illustration,  for  instance,  of  the  tanner 
who,  because  of  the  then  existing  facts,  the  cost  of  hides,  the 
price  of  leather,  the  cost  of  converting  the  hide  into  leather, 
added  to-  the  cost  of  transporting  the  bark  from  the 
tree  to  the  tannery,  would  be  beyond  any  possible  profit  he 
could  make — that  in  a  case  of  that  kind,  upon  application  being 
made,  we  would  give  to  that  tanner  a  special  rate  from  the 
locality  of  the  bark  to  his  tannery  ;  my  recollection  is,  that  one 
member  of  the  Committee  asked  me  if  that  special  rate  would 
apply  to  every  one  ;  I  answered,  or  intended  to  answer,  that  it 
would  apply  to  every  one  under  similar  circumstances ;  I  don't 
know  but  that  the  Committee  drew  the  inference  that  that  rate 
would  be  a  general  rate  to  everybody  ;  I  did  not  intend  to 
make  that  impression  ;  that  is  the  only  qualification. 

By  the  Chairman  : 

Q.  I  think  I  understand  your  position  fully  on  this  freight 
question ;  T  wish  you  would  tell  us  now,  concisely,  the  general 
principles  that  ought  to  enter  into  and  determine  a  freight  tariff 
— the  fixing  of  it — just  the  general  principles  in  a  very  few  sen- 
tences, if  you  can  ;  and  I  would  like  the  general  principles  that 
ought  to  enter  into  and  govern  in  that  case  ?  A.  If  they  could  be 
made  universal,  it  would  be  very  desirable  to  have  them,  as 
far   as  possible,  permanent  and   equal ;  uniform  ;  but  that  is 
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impossible,  because  the  railroads  are  subject  to  different  juris- 
dictions, and  they  compete  from  different  points,  not  only  on 
the  line  of  their  own  road,  but  from  foreign  points,  and  hence, 
to  meet  that  competition,  they  frequently  have  to  vary  their 
uniformity  to  enable  them  to  retain  the  business  which  legiti- 
mately belongs  to  them. 

Q.  Pardon  me  for  interrupting  you ;  suppose  we  had  a  rail- 
road runniug  from  one  point  to  another,  where  there  was 
absolutely  no  competition  ;  in  that  case,  if  you  were  fixing  a 
freight  tariff  for  that  road,  just  what  principle  would  determine 
your  action  as  to  the  amount  of  the  rates,  &c.  ?  A.  The  cost  of 
transportation  would  determine  it ;  in  that  cost  I  will  include 
the  actual  labor,  the  expenditure  needed  to  prevent  a  deprecia- 
tion of  the  property,  and  the  payment  of  all  the  fixed  charges 
with  a  reasonable  profit  or  dividend  to  the  shareholders. 

By  Mr.  Geady  : 

Q.  Would  your  first  consideration  be  the  distance?  A. 
Distance  of  course  would  enter  into  it;  to  mate  that  tariff  a 
just  one  to  the  company  you  would  have  to,  for  a  short 
distance,  charge  more  than  upon  a  long  distance,  because  it 
costs  the  company  more  in  proportion  to  the  earnings  to  render 
the  service  on  the  short  distance  than  upon  a  long  one  ;  as  for 
example,  you  may  take  a  train  of  cars  if  it  is  loaded  for  but 
ten  miles,  the  cost  of  loading,  the  cost  of  unloading,  would 
be  equal  almost  to  the  entire  earnings ;  whilst  at  the  same  rate 
per  ton  per  mile,  or  at  a  much  less  rate  per  ton  per  mile,  for  100 
miles  would  pay  these  fixed  expenses  and  leave  a  profit  for 
transportation ;  it  costs  no  more  to  load  and  unload  a  car 
which  is  to  be  transported  or  has  been  transported  a  thousand 
miles,  than  it  does  one  that  has  to  be  or  has  been  transported 
but  one  mile,  hence  distance  must  always  become  an  important 
element  in  the  making  of  rates. 

By  the  Chairman  : 

Q.  That  is  covered  by  cost ;  then  the  whole  thing  is  really 
cost,  expenses  and  a  dividend,  is  it  not  ?  A.  If  you  include 
everything  in  the  elements  of  expense — taxes  and  everything 
of  that  kind  ;  interest?- 

Q.  Certainly.  A.  All  those  charges,  every  demand  that  the 
law  makes  upon  the  corporation. 
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By  Mr.  Bakeb  : 

Q.  What  has  volume  to  do  with  freights?  A.  Certainly 
that  must  enter  largely  into  the  element  of  expense  ;  there  are 
certain  general  expenses ;  there  is  the  organization ;  the  de- 
preciation of  the  property 

Mr.  Husted — I  think  Mr.  Baker  means  volume  of  freight 
carried. 

The  Witness — I  say  that  there  is  a  large  body  of  expenses, 
which  the  corporation  must  bear,  whether  its  tonnage  be  large 
or  small;  therefore  if  its  tonnage  is  very  large,  when  you  come 
to  distribute  it  over  the  results  of  that  entire  tonnage,  the  pro- 
portion to  each  ton  is  comparatively  small,  as  compared  with 
the  distribution  if  you  have  but  a  light  tonnage.  Do  I  make 
myself  understood? 

By  Mr.  Grady  : 

Q.  I  want  to  ask  you  a  question,  in  reference  to  your  testi- 
mony yesterday ;  are  you  acquainted  with  the  terminal  facilities 
of  Baltimore  generally?     A.  lam. 

Q.  How  do  they  compare  with  the  terminal  facilities  of  New 
York?     A.  Much  less  expensive  to  the  railroad. 

Q.  Are  they  superior  as  facilities?  A.  For  exportation, 
much  more  convenient  and  superior,  because  at  Locust  Point 
the  railroads  run  directly — every  thing  that  is  for  transporta- 
tion, is  delivered  directly  from  the  car  into  the  craft ;  for  local 
traffic  for  Baltimore  it  is  more  convenient,  because  there  is  the 
entire  front  of  the  city,  the  entire  length  of  Pratt  street  from 
Camden  depot  to  the  Philadelphia  depot,  that  cars  may  be 
moved ;  also  up  Howard  street ;  in  that  respect  they  have  the 
advantages. 

By  Mr.  Husted  : 

Q.  How  in  reference  to  charges  for  wharfage  and  dockage; 
I  mean  by  that,  Harbor  Master's  fees.  Health  Officer's 
fees,  and  all  those  fees  which  are  paid  in  the  City  of  New 
York  ?  A.  My  recollection  is,  that  they  are  higher  in  New 
York  than  in  either  of  the  other  cities  ;  now,  the  Erie  Com- 
pany, for  example,  independent  of  those  official  charges,  has 
to  pay  in  the  City  of  New  York — will  have  to  pay  when  its  im- 
provements are  completed — possibly  $120,000  annually,  of  rent 
to  the  City,  besides  taxes. 
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« 

Q.  That  is  put  under  the  head  of  wharfage?  A.  For  the 
dock  privileges ;  we  have  to  place  our  roads  upon  an  equality 
with  the  roads  leading  to  Baltimore  and  Philadelphia ;  we 
must  transfer,  or  rather  deliver,  either  in  the  City  of  New 
York  or  to  the  craft  in  the  bay  ;  that  is  a  charge  and  expense 
which  the  New  York  roads  have  to  encounter,  which  is  not 
only  not  necessary,  but  is  not  encountered  by  the  roads  at 
Philadelphia  or  Baltimore. 

Q.  Do  you  know  whether  in  Boston  the  wharfage  is- paid  by 
the  goods  or  by  the  vessel  ?  A.  I  believe  in  Boston  it  is  still 
more  favorable  to  the  roads  running  to  Boston. 

Q.  Do  you  know  whether  the  goods  or  the  vessel  pays  the 
wharfage  in  Boston  ?     A.  I  do  not. 

Mr.  Husted — The  goods  pay  the  wharfage,  I  believe. 

By  Mr.  Gkady  : 

Q.  Do  you  know  what  part  the  State  of  Maryland  has  taken 
in  providing  terminal  facilities  at  Baltimore  ?     A.  I  do  not. 

Q.  Or  the  City  of  Baltimore  ?  A.  The  City  of  Baltimore 
has  done  a  good  deal,  but  what,  I  don't  know. 

By  Mr.  Sterne  : 

Q.  Do  you  know  whether  or  not  the  Baltimore  &  Ohio  Rail- 
road Company  does  or  does  not  pay  rent  to  the  City  of 
Baltimore  for  its  privileges  ?     A.  I  do  not ;  I  think  not. 

Q.  Upon  what  do  you  base  your  thinking?  A.  That  is 
simply  my  information. 

The  Chairman— The  facts  will  all  appear  in  this  statement 
which  Mr.  Depew  is  to  furnish. 

Mr.  Sterne  — Mr.  Garrett  happens  to  be  here,  the  President 
of  the  Baltimore  &  Ohio  Railroad,  and  he  can  tell  the  Com- 
mittee in  five  minutes,  if  the  Committee  desire  the  information 
from  him ;  I  had  a  conversation  with  him,  and  I  have  no  doubt 
but  that  he  would  be  willing  to  tell  this  Committee  the  fact 
about  that ;  we  have  had  a  good  deal  of  loose  statement  about 
that  fact. 

The  Witness — There  is  no  difficulty  about  ascertaining  the 
fact — none  whatever. 

Q.  Therefore,  whether  it  is  the  fault  of  the  railway  companies 
or  the  cities,  whether  these  terminal  facilities  have  been  ne- 
glected in  New  York  or  not,  you  can't  tell  ?     A.  No  ;  I  do 
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not  pretend  to  charge  the  City  of  New  York  with  neglect; 
what  I  intend  to  say,  is  that  the  charges  are  excessive,  and 
that  the  railroad  companies,  to  enable  them  to  compete  suc- 
cessfully with  the  railroad  companies  leading  to  other  cities, 
have  necessarily  to  incur  very  large  expenses  ;  my  recollection 
is  that  we,  last  year,  to.  enable  us  to  meet  this  competition, 
made  deliveries  around  the  bay  to  a  great  many  points  at  our 
own  expense. 

Q.  Tell  me,  does  not  the  New  York  Central  Railway  have  a 
track  to  the  craft  which  goes  to  Europe  in  the  shape  of  the 
White  Star  Line  steamers ?  A.  I  understood  Mr.  Vanderbilt 
that  they  had. 

Q.  And  the  Erie  Railway  Company  cannot  very  well  have 
rails  to  steamer  lines,  as  steamer  lines  do  not  go  from  Jersey 
City  ;  isn't  that  it?  A.  We  cannot  have  them  to  steamer  lines 
on  the  New  York  side. 

Q.  Of  course  not ;  is  there  now  a  lease  of  the  Atlantic  & 
Great  Western  Railway  to  the  Erie  ?     A.  No,  sir. 

Q.  When  was  the  lease  terminated  between  the  Atlantic  & 
Great  Western  to  the  Erie,  at  the  time  of  the  Receivership  ? 
A.  I  thought  I  stated  ;  I  will  repeat ;  it  will  be  a  mere  repe- 
tition. 

Q.  I  wall  withdraw  the  question  ?  A.  It  is  a  mere  repeti- 
tion. 

Q.  When  you  became  President  of  the  Erie  Railroad  Com- 
pany, was  there  a  lease  of  the  Atlantic  &  Great  Western  Rail- 
road Company  to  the  Erie,  in  existence?  A.  There  was  a 
lease  executed  by  the  officers  of  the  company,  which  had  not 
been  put  in  force,  never  was. 

Q.  And  never  will  be  ?     A.  Never  will  be. 

Q.  And  no  lease  took  its  place  since  ?  A.  No,  sir ;  there 
has  been  a  great  deal  of  negotiation,  and  if  you  desire  it,  I  will 
submit  it  to  you  here. 

Q.  No,  no.     A.  It  is  all  on  record. 

Q.  You  have  working  arrangements,  have  you  not  with  the 
Atlantic  &  Great  Western  Railway  ?     A.  Yes,  sir. 

Q.  Trackage?     A.  No,  sir. 

Q.  What  are  they  ?  A.  Just  as  we  have  with  any  road,  we 
pro  rate  upon  the  rates  of  freight  and  passengers ;  we  have 
no  other  relation. 
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Q.  Mr.  Barlow's  firm  is  the  firm  tLat  represents  the  Atlantic 
&  Great  Western  ;  is  not  it?     A.  I  don't  know. 

Q.  You  don't  know  who  the  counsel  for  the  Atlantic  & 
Great  Western  Eailway  Company  are  and  have  been  ?  A.  I 
do  not. 

Q.  For  the  last  six  years  ?  A.  I  do  not,  I  have  noticed  that 
Mr.  McFarland  represented  the  Trustees  in  their  foreclosure 
proceeding,  but  as  to  who  represents  the  company  I  don't 
know ;  I  think  it  is  Mr.  Upson  in  New  York  and  a  gentleman 
at  Buffalo — I  forget  his  name — Mr.  Milburn,  I  think. 

By  Mr.  Shipman  : 

Q.  You  have  stated  in  answer  to  the  inquiries  here,  what 
official  relations  you  held  to  other  railroads ;  you  spoke  of 
having  been  President  and  manager  of  some  other  roads  out 
of  this  State,  before  you  took  the  Erie  presidency,  and  that 
you  had  retained  nominally  the  positions,  or  some  of  them, 
which  you  occupied  before  you  became  President  of  the  Erie 
Railway  Company  ;  have  you  devoted  your  exclusive  attention 
to  the  Erie  since  you  became  its  President  ?     A.  I  have. 

Q.  Residing  constantly  in  New  York  or  its  immediate  vici- 
nity ?  A.  I  suppose  I  have  spent  more  hours  in  the  office, 
than  any  man  living  has  spent  in  his  own  at  the  same  time. 

Q.  What  is,  and  has  been  your  salary  as  Receiver  of  the 
Erie  Railway  Company  ?     A.  $40,000  a  year. 

Q.  By  whom  was  that  salary  fixed  ?     A.  By  the  court. 

Q.  Did  you  make  any  representation  or  have  anything  to  do 
with  urging  the  court  to  fixing  your  salary  at  any  particular 
figure  ?     A.  Nothing  whatever. 

Q.  Did  your  counsel  ?     A.  They  were  instructed  not  to. 

Q.  While  you  have  drawn  this  salary  at  Receiver  under  the 
order  of  the  court,  have  you  received  any  salary  from  the  Erie 
Railway  Company  ?     A.  None — what  is  that  ? 

Q.  Of  the  Erie  Railway  Company  since  you  have  been  Re- 
ceiver?    A.  None.  , 

Q.  Have  you  received  any  salary  from  the  New  York,  Lake 
Erie  &  Western  Railway  Company  ?     A.  None. 

Q.  It  has  been,  in  the  course  of  the  examination  when  you 
have  not  been  here,  stated,  or  suggested  or  insinuated,  or 
whatever  term  it  may  be  called,  that  there  was  no  reason  for 
the  appointment  of  a  Receiver  at  the  time  you  were  appointed ; 
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will  you  be  good  enough  to  state  the  circumstances  under 
which  you  were  appointed  and  the  action  of  the  board  in  rela- 
tion thereto,  and  whatever  is  necessary  for  you  to  state  to  make 
that  point  clear  ?  A.  I  was  not  aware,  when  I  came  here,  that 
there  were  any  proceedings  pending  against  the  Erie  Kailway 
'Company  looking  to  the  appointment  of  a  Receiver  or  looking 
to  the  annulling  of  its  charter,  and  the  winding  up  of  its  af- 
fairs, or  anything  of  the  kind  ;  in  December,  after  I  came 
here,  there  was  another  bill  filed  by  some  body  in  the  name  of 
the  people,  which  sought  to  wind  up  the  affairs  of  the  company, 
making  all  kinds  of  charges  against  it ;  when  that  service  was 
made,  I  went  to  Albany  to  see  the  Attorney-General,  he,  hav- 
ing charge  of  it  as  the  representative  of  the  people,  to  induce 
him  to  visit  New  York  and  examine  the  case  for  himself,  be- 
lieving as  I  did  then,  and  as  I  do  now,  that  the  name  of  the 
Attorney-General  and  his  authority  was  being  used  for  im- 
proper purposes,  and  that  if  he  would  examine  into  the  case 
for  himself,  he  would  come  to  the  same  conclusion  that  I  had, 
that  there  was  no  foundation  for  the  various  charges,  and  no 
necessity  for  the  proceeding ;  he  eventually  agreed  that 
no  steps  should  be  taken  until  he  made  an  examination 
himself,  or  by  some  one  authorized  especially  by  him 
to  do  it  ;  I  came  home  pretty  well  contented  that 
we  would  have  no  further  trouble,  because  I  did  not  believe 
that  if  he  examined  them  for  himself,  that  he  would  press 
this  proceeding  ;  at  that  time  I  was  hopeful  of  being  able  to 
realize  out  of  the  Second  Mortgage  bonds,  money  needed  to 
some  extent  to  put  the  road  in  condition  to  be  worked  with 
reasonable  economy  and  with  ordinary  facility,  and  I  was  very 
hopeful  that  if  we  were  let  alone,  Ave  would  be  entirely  able  to 
carry  the  road  through  and  make  it  a  self  sustaining  as  well  as 
a  creditable  institution  to  the  State  and  to  those  in  charge  of 
it ;  during  the  period  however,  the  papers  were  teeming  with 
charges  against  the  company,  threats  being  made,  whether 
true  or  not ;  I  was  then  boarding  at  the  hotel ;  coming  down  to 
my  breakfast  I  would  hear  of  this  or  that  combination  being 
formed  the  night  before  for  the  purpose  of  getting  control  of 
the  road ;  sometime  I  think  in  March  or  April,  the  As- 
sistant of  the  Attorney-General  came  into  the  office  ;  he  is 
a  gentleman  I  had  never  seen  before  ;  he  brought  a  letter  irom 
the  Attorney-General  introducing  him  to  me,  and  that  he  would 
53 
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communicate  the  object  of  his  visit ;  it  was  simply  that  we 
were  doing  everything  that  was  wrong  and  nothing  that  was 
right  as  represented  to  the  Attorney-General,  we  were  running 
back  in  our  affairs,  adding  to  our  indebtedness,  and  the  road 
generally  running  to  wreck  ;  but  especially  that  we  would  be 
under  the  necessity  of  borrowing  money  to  pay  the  interest,  or 
in  some  other  way  encumber  the  property  to  the  prejudice  of 
the  parties  in  interest— outside  creditors;  I  explained  to  the 
gentleman  my  hopes  with  regard  to  the  payment  of  interest ; 
during  the  preceding  administration,  large  amounts  of  money 
had  been  invested  in  these  coal  lands,  in  coal  stocks  ;  that  was 
one  of  the  grounds  of  complaint,  one  of  the  reasons  assigned 
in  this  petition  of  the  people  for  taking  possession  of  the  road 
and  winding  up  its  affairs,  that  it  was  engaged  unlawfully 
in  these  outside  operations ;  I  did  not  believe,  myself,  at  that 
time,  that  this  coal  property  could  be  made  a  profitable  invest- 
ment to  the  railway  ;  that  is,  as  a  matter  of  policy,  I  thought  it 
better  for  the  railway  to  confine  itself  strictly  to  transporta- 
tion and  not  become  a  producer  or  a  dealer  in  coal ;  I  there- 
fore had  proposed  to  the  Delaware  &  Lackawana  Company 
and  the  Delaware  &  Hudson  Company,  to  take  that  coal  prop- 
erty off  our  hands  at  its  cost ;  that  is,  to  replace  the  treasury 
of  the  Erie  Company  with  the  amount  of  money  it  had  ad- 
vanced on  account  of  that  property,  and  to  take  that  property, 
assuming  the  outstanding  obligations  ;  that  if  I  succeeded  in 
that,  it  was  out  of  the  proceeds  of  that  sale,  I  expected  to  pro- 
vide in  part  for  the  interest  maturing  on  the  first  of  June,  and 
out  of  that  also,  to  relieve  us  of  many  other  difficulties  ;  I  sup- 
posed I  had  an  arrangement  with  tbem  to  that  effect ;  this  gen- 
tleman', Mr.  Brown,  said  that  the  Attorney-General  was  not 
disposed  to  embarrass  us,  but  that  constant  complaint  was 
made  that  somebody  else  was  about  to  move  for  the  appoint- 
ment of  a  Eeceiver,  and  that  especially,  if  we  made  default  upon 
the  June  interest,  they  were  well  satisfied  that  steps  would  be 
taken,  and  that  all  the  interest  the  Attorney-General  had  in  it, 
he  did  not  want  those  who  had  applied  to  him  to  intervene  to 
complain  that  through  his  neglect,  others  who  would  probably 
not  act  as  judiciously  and  wisely  as  he  would,  intervened  and 
get  control  of  this  property  ;  in  reply  to  that,  I  told  him  that 
all  I  could  do,  was  that  in  the  event  of  besoming  satisfied  that 
we  would  be  unable  to  provide  for  that  interest  in  some  other 
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way  than  in  borrowing  money,  I  would  notify  him,  or  if  I 
heard  of  any  active  measures  being  taken  by  any  other  interest 
looking  to  the  appointment  of  a  Receiver,  I  would  notify  him ; 
this  state  of  things  went  on  until  some  time  early  in  May,  when 
I  convened  the  Board  with  regard  to  the  payment  of  interest, 
communicated  to  the  Board  the  amount  that  I  would  be  able 
to  take  out  of  the  current  earnings  for  interest ;  that  I  expected 
to  realize  the  balance  from  this  negotiation  with  the  two  coal 
companies 


Q.  The  two  railroad  companies  ?  A.  The  two  railroad  com- 
panies ;  but  that  I  was  unwilling,  notwithstanding  the  assur- 
ance on  their  part,  that  they  would  close  that  agreement,  to 
give  notice  of  the  payment  of  interest,  unless  I  had  the  indi- 
vidual assurance  of  members  of  the  Board  that  if  I  did  fail, 
they  would  furnish  the  amount  needed  for  the  payment  of  that 
interest,  in  addition  to  what  we  could  take  out  of  the  earnings  ; 
I  had  that  assurance,  and  notice  was  then  given  ;  a  few  days 
thereafter,  the  two  railroad  companies  notified  me  that  their 
counsel  had  advised  them  that  the  title  was  defective,  and  that 
therefore  they  would  decline  that  arrangement;  about  the 
same  time,  why,  I  don't  know,  demands  for  call  loans  were 
made  upon  us  to  a  considerable  amount ;  we  were  somewhat 
crippled ;  at  the  same  time  I  had  that  assurance  ;  about  this 
time  Mr.  Brown  again  appeared,  and  he  told  me  that  the  At- 
torney-General had  been  advised  that  we  could  not  pay  the 
interest  unless  we  borrowed  the  money  ;  that  if  we  did  borrow 
the  money,  it  would  be  upon  terms  that  would  be  disastrous 
to  the  company ;  that  they  were  satisfied  that  others  were  about 
to  move  in  the  way  of  the  appointment  of  a  Receiver ;  I  re- 
plied that  I  thought  he  was  mistaken,  but  at  the  same  time  I 
had  said  all  I  could  say  upon  the  subject;  that  I  did  hope  that 
he  would  not  find  it  necessary  to  move  in  that  case  ;  he  asked 
me  for  certain  papers,  which  I  gave  him ;  I  did  not  see  him 
again  until  after  the  application  for  a  Receiver  was  made  ;  the 
day  before  it  was  made,  in  the  afternoon,  I  was  notified ;  or  I 
heard  that  the  application  would  be  made  on  the  next  day ;  I 
convened  the  Board,  submitted  to  them  all  the  facts  in  my 
possession,  and  said  to  them  that  they  must  judge  for  them- 
selves, whether  or  not  they  would  resist  such  application,  if 
made  ;  that  although  I  believed,  at  least,  that  was  my  belief, 
that  if  the  company  was  left  unharmed  and  unembarrassed  by 
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these  outside  influences,  that  it  could  work  its  way  through, 
I  said  to  them  at  the  same  time,  that  these  repeated  attacks 
from  the  outside  were  discrediting  the  company,  and  it  was 
so  embarrassing,  that  I  had  become  very  much  discouraged  ; 
aud  the  Board  determined  that  they  would  leave  it  to  the  court 
to  take  such  action  as  they  thought  proper,  and  the  Receiver 
was  appointed  ;  that  is  all  the  part  or  parcel  or  knowledge  I 
had  of  it. 

By  the  Chairman  : 

Q.  In  that  connection,  Mr.  Jewett,  the  attention  of  the  Com- 
mittee has  been  called  to  a  part  of  the  record  which  shows  the 
payment  of  $5,000  on  the  part  of  the  Erie  Railway  Company  to 
this  Mr.  Brown,  Wilbur  M., Brown,  who  I  believe  was  a  law 
partner  of  the  Attorney-General ;  was  that  for  this  service 
rendered  on  this  occasion  ?  A.  Mr.  Pratt  was  the  Attorney- 
General  ;  I  don't  know  how  long,  a  long  time  after,  but  about  the 
time  that  as  I  understood  the  Attorney-General  felt  that  he  had 
accomplished  nis  entire  mission,  and  that  the  mortgage  creditors, 
the  trustees  of  the  mortgage  having  taken  charge  or  instituted 
proceedings  by  which  the  property  was  placed  in  the  hands  of 
a  Receiver  in  their  case,  in  conjunction  with  that  of  the  people, 
that  he  determined  to  withdraw  from  any  further  active  con- 
nection with  the  case  at  that  time,  about  the  time  the  informa- 
tion was  communicated  to  me,  a  claim  was  made  of  $5,000  to 
be  paid  to  the  Assistant  Attorney-General  for  his  services  in 
connection  with  that  case  ;  it  was  not  just,  in  accordance  with 
my  views,  of  what  was  right;  I  had  never,  where  I  lived,  been 
in  the  habit  of  paying  or  seeing  paid  to  an  officer  of  the  State, 
any  compensation  beyond  that  which  he  realized  from  his  offi- 
cial salary ;  I  objected  to  paying  it ;  I  referred  the  matter  to 
counsel  and  was  advised  that  it  was  a  payment  proper  to  be 
made,  aud  as  I  was  informed  and  led  to  believe,  was  a 
usual  thing  in  this  State  to  be  paid  under  similar  circum- 
stances ;  knowing  that  it  was  a  payment  which  must  pass 
through  the  ordeal  of  the  Referee,  I  paid  it,  an<J  it  was 
passed. 

Q.  All  the  services  that  he  rendered,  he  rendered  as  a  repre- 
sentative of  the  people  of  the  State  of  New  York,  did  he  not  ? 
A.  I  know  of  none  other  ;  the  first  I  heard  of  the  $5,000  was 
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when  it  was  presented  to    me,   and   I  confess  that  the  pre- 
sentation of  it  was  what  I  did  not  expect. 

Q.  Did  he  occupy  the  officail  position  as  Assistant  Attorney- 
General  at  the  time?  A.  That  was  my  understanding;  he 
was  introduced  to  me  by  a  letter  from  the  Attorney-General ; 
in  which,  I  think,  he  spoke  of  him  as  his  assistant. 

By  Mr.  Baker  : 

Q.  What  year  was  that  payment  made?  A.  I  think  the 
payment  was  made  some  time  in  1876,  I  am  not  confident. 

Mr.  Grady— Mr.  Brown  was  not  the  assistant  of  the  Attor- 
ney-General, Chas.  S.  Fairchild  was  the  assistant. 

Mr.  Duguid— Mr.  Brown  was  the  law  partner  of  the  Attor- 
ney-General. 

The  Witness — I  cannot  answer;  he  may  have  been  his  part- 
ner or  assistant,  but  he  came  to  me  with  a  letter  of  the  Attor- 
ney-General with  whom  I  was  to  confer  on  the  subject. 

By  Mr.  Baker  : 

Whatever  service  he  rendered  was  in  his  relation  to  the 
Attorney-General,  and  as  assistant  to  him  ?  A.  I  never  saw 
him  in  any  other  capacity. 

Mr.  Gkady— Before  the  law  of  1878,  the  Attorney-General 
had  the  power  to  employ  outside  counsel;  a  law  was  passed 
in  that  year  to  do  away  with  it ;  Charles  S.  Fairchild  was  the 
deputy  to  the  Attorney-General. 

The  Witness — I  think,  upon  the  suggestion  of  the  gentle- 
man at  the  end  of  the  desk,  that  it  was  as  his  partner. 

By  Mr.  Shipman  : 

Q.  Colonel  Balch  has  testified  here,  in  relation  to  the  annual 
reports  to  the  State  Engineer  for  several  years;  that  they  were 
misleading  in  point  of  fact,  and  that  he  had  several  interviews 
with  you  about  it,  and  that  he  suggested  a  note  explaining 
some  portion  of  these  reports  ;  I  do  not  want  to  encumber  the 
record  with  a  great  variety  of  questions  ;  will  you  state  the 
relation  of  Colonel  Balch  to  you  in  making  these  reports  ?  A. 
When  my  attention  was  called  to  the  necessity  of  making  the 
State  reports,  I  examined  the  law  as  far  as  I  could,  together 
with  the  forms  prescribed  by  the  State  Engineer ;  I  discovered, 
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which  was  simply  a  matter  of  necessity,  that  no  one  supposed 
that  the  President  of  the  company  could  of  himself  examine  the 
accounts  ;  that  it  was  required  of  him  to  make  a  statement  or 
cause  one  to  be  made  by  such  as  he  believed  to  be  competent 
officers  or  agents,  and   that  the  verification  was   accordingly ; 
about  that  time,  Col.  Balch,  who  had  been  previously  connect- 
ed with  the  road,  was   brought  to  my  attention ;   he   himself 
had  been  an  applicant  for  service  ;  I  knew  nothing  about  him  ; 
he  impressed  me  favorably  in  my  conversation  with  him ;  in 
one   of  the  interviews    I    said  I   was  very   closely   engaged 
and     could    not    hear     orally     his     representation    of  what 
he    thought    himself    competent    for ;       I    told    him  to    put 
upon    paper    a    statement    of     the     duties     for    which     he 
thought   himself  peculiarly   adapted,  and  wherein   he    might 
render   me   the   most  effectual  service ;    on   the   21st   of   the 
month,  he  wrote  me,  "  In  reply  to  your  suggestion  of  yester- 
day, that  I  present  for  your  consideration  a  line  of  duties, 
having  a  direct  relation  to  those  of  the  president  which  I  con- 
sider myself  fitted  to  discharge,  and  the  intelligent  and  effi- 
cient execution  of  which  will  not  only  relieve  you  of  many 
details  incident  to  your  executive  trust  in  themselves  neces- 
sary, but  which  in  the  aggregate  absorb  a  certain  portion  of 
your  time,  but  also  serve  specially  to  promote  a  greater  degree 
of  economy  and  efficiency  in  the  operating  department,"  etc. ; 
he  goes  on  then  to  state  what  he  was  peculiarly  adapted  for,  and 
closes,  "  as  showing  what  the  scope  of  the  proposed  duties  would 
be,  I  give  the  following  outline  of  them  : "  That  is,  the  duties 
for  which  he  was  peculiarly  fitted;  "First,  the  annual  report 
to  the  State  Engineer ;  second,  annual  to   the    stockholders  ; 
third,  special  as  called  for  by  legislation,  directors  or  stock- 
holders ;"  then  there  are  others  ;  these  are  the  first;  I  formed 
the  opinion,  from  that    conversation,    that   he  was  peculiarly 
fitted   for   the   collection  of  the   statistics  needed   for  these 
reports ;  I  believe  so  now ;  in  that  respect  I  don't  think  I  was 
deceived ;   in   others,  I  was    sadly  deceived ;  the  first   duty 
I  placed  in  his  hands,  because  the  report  then  was  to  be  made, 
was  the  preparation    of   this  annual  report;  I  placed  all  the 
departments  at  his  service,  so  far  as  it  was  necessary,  to  enable 
him  to  obtain  the  details  needed  for  that  report,  with  the  gen- 
eral instruction  that  if  any  difficulty  arose,    or  any  differences 
between  him  and  any  other  of  the  various  departments,  those 
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differences  be  referred  to  me,  or  that  I  be  advised  with  upon 
them  ;  when  the  time  came  for  final  preparation,  he  and  the 
Auditor  differed  as  to  what  constituted  floating  debt,  the  auditor 
claiming  that  floating  debt  consisted  only  of  loans  and  bills 
payable,  Col.  Balch  claiming,  as  I  understood  him,  that  it  con- 
sisted of  all  outstanding  indebtedness  ;  I  decided  that  propo- 
sition in  favor  of  the  Auditor ;  I  decided  it  that  way  then,  I 
would  do  it  now  ;  there  are  a  great  many  terms  used  in  connec- 
tion with  railroads  not  known  in  general  parlance ;  I  don't 
think  that  the  words  "floating  debt"  will  be  found  in  any 
commercial  work,  or  in  any  treatise  upon  accounts ;  it  had  its 
origin,  according  to  my  information  and  belief,  with  railroads, 
at  an  early  period ;  that  is,  that  in  the  construction  or  opera- 
tion of  roads,  where  their  bonded  debt  or  the  proceeds  of  their 
stock  failed  to  furnish  moneys  sufficient  to  build  the  structure 
or  to  carry  it  on  when  completed,  that  then  they  resorted  to 
what  was  called  floating  debt — creating  a  debt  that  floated  ; 
bills  paj'able  ;  a  loan  ;  a  payment  which  was  to  be  made  at 
some  future  time — not  a  current  debt,  not  an  ordinary  obligation, 
not  one  for  which  it  was  supposed  that  on  the  other  side  of  the 
sheet  there  was  counter  entries,  showing  assets  equal  thereto; 
believing  that,  to  constitute  floating  debt,  I  instructed  that 
that  should  be  adopted  ;  Col.  Balch  then  veiw  properly  sug- 
gested that  we  place  at  the  foot  of  it  a  note  showing  what  the 
vouchers  for  those  current  debts  amounted  to;  the  Auditor 
suggested  that  the  better  remedy  was  to  state  in  the  body  of 
the  report  what  the  floating  debt  consisted  of,  that  the  officer 
of  the  State,  if  he  v  as  not  satisfied,  finding  the  statement 
limited  to  notes  and  bills  paj'able,  he  would  call  for  an  ex- 
planation; after  consulting  with  both,  I  adopted  the  suggestion 
of  the  Auditor,  as  being  the  best  one ;  I  believed  so  then,  and 
I  believe  so  now  ;  whilst  I  concur  in  the  general  statement 
that  our  reports  lo  the  State  Engineer,  in  their  present  form,  are 
not  up  to  the  present  necessities  of  the  times — might  have 
suited  the  railroads  in  the  condition  they  were  when  that  law 
was  passed,  yet  it  does  not  develop  at  the  present  day  the  full 
financial  condition  of  the  railroads;  but  the  statement  proposed 
by  Mr.  Balch  would  have  been  decrledly  deceptive;  it  is  to 
be  supposed  that  each  month  provides  for  itself;  well,  now,  to 
put,  by  a  note  showing  that  there  was  a  million  dollars  due  for 
the  vouchers,  half  a  million  upon  pay-rolls,  as  an  obligation  of 
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the  company,  without  showing  on  the  other  side  that  there 
were  balances  due  to  the  coinpanjr  fully  equal  to  those  current 
obligations,  would  have  been  carrying  to  the  public  minds  the 
impression  which  did  not  exist,  and  there  being  nothing  in  the 
law,  nothing  in  the  form  which  would  justify  a  statement  of 
such  account,  I  adopted  what  I  believed  to  be  the  true  mean- 
ing and  signification  of  the  term  floating  debt;  as  to  the  state- 
ment made  of  my  agreeing  one  day  that  it  might  be  done  and 
another  that  it  should  not  be  doue,  and  another  that  it  should 
be  done,  that  is  a  mere  picture  of  the  imagination ;  there  is 
nothing  in  it ;  it  is  not  the  way  I  deal  with  things. 

Q.  When  those  reports  were  finally  made  out,  they  passed 
under  your  inspection  before  they  were  signed?  A  When  they 
were  made  in  the  way  I  have  said,  my  rule  was  and  is,  to  send 
for  the  head  of  each  department  whose  duties  appear  any  way 
in  connection  with  that  report,  the  Auditor,  the  Superintend- 
ent, and  confer  with  them  with  regard  to  the  account,  to  see 
whether  there  are  any  errors  either  in  detail  or  in  form  ;  that 
is  my  universal  rule  in  testing  the  report  when  prepared  ;  that 
was  in  1874 ;  from  that  time,  although  Col.  Balch  bore  the 
same  relation  to  me  which  he  did  in  1874,  was  employed  from 
the  date  of  this  letter  until  he  was  finally  discharged,  for  the 
performance  of  those  very  duties,  he  never  raised  any  question 
with  regard  to  that  item  or  any  other  ;  on  the  contrary,  always 
assured  me,  with  the  exception  of  his  differing,  which  he 
always  adhered  to,  with  regard  to  what  constituted  floating 
debt,  that  the  report  was  in  all  respects  correct,  and  in  that  it 
was  a  mere  matter  of  opinion. 

Q.  Did  Col.  Balch  say  to  you  at  the  time  when  the  report 
was  finished  that  it  was  misleading ?     A.  In  that  item? 

Q.  Yes.  A.  Nothing  more  than  the  general  discussion ;  he 
never  said  to  me  any  more  than  what  I  say  now ;  I  talked  to 
Col.  B;dch  as  I  do  to  my  other  officers,  freely  and  frankly ;  I 
have  no  doubt  I  said  to  him,  and  we  have  concurred  in  it,  that 
the  report,  as  a  whole,  did  not  develop  what  ought  to  be  de- 
veloped in  a  report  of  that  kind. 

Q.  When  made  in  conformity  with  the  law  ?  A.  When  made 
in  conformity  with  the  law. 

Q.  Will  you  be  good  enough  to  state  the  circumstances  in 
regard  to  the  making  of  this  inventory,  the  instructions  to  Col. 
Balch,  the  objects  of  the  inventory  at  the  time  it  was  made ;  I 
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put  the  questions  together,  if  the  Chairman  please,  so  as  not 
to  encumber  the  record  ?  A.  The  order  of  the  court,  under 
which  this  inventory  was  made,  is  that,  as  "  soon  as  may  be  after 
"he  shall  have  entered  upon  the  performance  of  his  duties,  the 
"  said  Receiver  shall  make  and  file,  with  the  clerk  of  this  court, 
"  a  true,  full  and  complete  inventory  all  and  singular  the  prop- 
"  erty  of  the  said  company,  real  and  personal  and  mixed,  and 
"  all  of  which  he  is  appointed  Receiver  ;"  when  that  order  was 
made,  my  first  instruction  was  to  the  General  Superintendent 
to  get  up  a  statement  of  the  property  as  far  as  he  could ;  sub- 
sequently I  placed  the  completion  of  the  inventory  in  the  hands 
of  Col.  Balch  ;  shortly,  after  that  I  was  injured  and  confined  to 
my  house  from  a  broken  limb  until  the  spring  of  1876 ;  among 
the  first  things,  that  I  inquired  into  after  I  was  able  to 
come  to  the  office  was  the  condition  of  the  inventory,  having 
heard  a  great  many  complaints  about  it ;  I  found  that  it  was  not 
progressed  with  as  far  as  it  ought  to  be ;  I  did  not  suppose  it 
would  be  the  work  of  more  than  three  or  four  months  at 
best ;  among  other  things,  I  learned  from  Col.  Balch,  that  he 
was  making  a  valuation,  and  that  he  was  making  three  copies, 
one  for  the  Trustees  in  London,  one  for  the  court,  and  one  for 
the  office ;  I  told  Col.  Balch  that  the  order  of  the  court  did 
not  call  for  an  appraisement ;  it  was  none  of  his  business,  no 
part  of  his  duty  to  attach  a  valuation  to  that  property,  nor  no 
Dart  of  his  duty  to  be  spending  money  to  make  an  inventory 
for  London  or  an  inventory  for  the  office ;  it  was  an  invent- 
ory for  the  court ;  I  directed  him  to  suspend  all  work  upon 
an  inventory  for  London,  or  an  inventory  for  the  office,  sepa- 
rate from  the  inventory  for  the  court,  and  to  suspend  any 
work  in  the  way  of  making  a  valuation ;  that  that  was  not 
his  duty  ;  that  the  order  called  for  an  inventory  of  the  prop- 
erty only ;  the  colonel  seemed  to  be  a  good  deal  distressed 
about  that  at  the  time  ;  why,  I  did  not  know,  but  immediately 
thereafter,  I  discovered  that  he  had  taken  offense  at  it,  and 
through  Col.  Moore  was  seeking  to  impress  upon  our  English 
friends,  that  I  was  trying  to  withhold  from  them  information 
which  he  regarded  as  necessary  to  their  safety  ;  I  sent  for  him  ; 
he  first  denied  having  had  any  such  interview ;  an  arrange- 
ment was  made  for  him  to  meet  Col.  Moore  in  my  office ;  be- 
fore the  meeting  took  place  Col.  Balch  came  to  my  room  in 
company  with  Mr.  Shearman,  and  stated  he  had  not  been  frank 
54 
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with  me,  that  lie  had  had  a  conference  with  Mr.  Moore,  such 
as  I  had  stated,  that  he  regretted  it,  that  as  an  evidence  of  his 
regret,  he  tendered  me  his  resignation ;  I  put  it  in  my  pocket, 
and  retained  it  in  my  desk  for  two  or  three  days ;  I  thought  a 
man  who  was  equal  to  that  acknowledgment,  would  not  be 
guilty  of  the  same  thing  again,  and  I  returned  it  to  hiic  ;  but 
with  regard  to  the  inventory,  his  duty  was  simply  to  make  an 
inventory  of  the  property,  not  a  valuation  ;  to  make  one  invent- 
ory, not  three ;  I  may  be  mistaken,  but  I  do  not  believe  Col.  Balch 
was  out  over  the  road  during  the  time  of  tnking  that  inventory; 
certainly  not  out  over  it  with  a  view  to  an  examination  of  the 
property  ;  he  was  not  capable  to  examine  it ;  to  inventory  and 
appraise  property  of  that  character  and  that  magnitude,  would 
have  called  for  the  exercise  of  the  soundest  judgment  and  the 
largest  experience  in  railroad  management,  railroad  construction 
and  lailroad  operation  ;  he  had  none  of  it ;  he  had  no  experi- 
ence ;  he  had  never  been  engaged  in  its  management ;  he  knew 
nothing  whatever  with  regard  to  the  value  of  a  road  constructed 
and  in  the  condition  that  was ;  he  is  one  of  the  last  men 
I  would  have  selected  to  give  a  valuation  to  it ;  I  regarded  him 
valuable  for  gathering  together  the  items,  the  statistics,  and 
inventorying  it,  but  not  for  appraising  it ;  shortly  thereafter, 
however,  I  discovered  the  reason  of  the  difficulty — that  instead 
of  Col.  Balch  devoting  his  time  to  making  an  inventory,  he  was 
devoting  his  time  to  obtaining  copyrights  for  an  inventory  for 
the  use  of  railroads  generally,  and  that  he  was  preparing  our 
inventory,  not  with  a  view  of  giving  to  the  court  the  informa- 
tion needed,  but  for  practice,  to  enable  him  to  prepare  the 
papers  necessary  to  secure  a  copyright ;  that  was  what  he  was 
engaged  in,  and  that  was  the  trouble  when  I  called  him  to  ac- 
count, for  getting  up  an  inventory  to  go  abroad,  with  a  preface 
such  as  that  for  the  public  eye,  either  for  notoriety  or  for  profit, 
and  at  the  expense  of  the  company.  (Handing  book  to 
Chairman.) 

Adjourned  to  August  27th,  1879,  at  10  A.  m, 
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Saratoga  Springs,  N.  Y.,  August  27th,  1879. 
The  Committee  met  pursuant  to  adjournment. 
Present :  All  the  members  of  the  Committee. 
Hugh  J.  Jews  U,  recalled. 

Mr.  Shipman — I  want  to  call  the  attention  of  the  Chairman 
of  the  Committee  to  the  bottom  of  page  861,  of  the  printed 
volume  of  testimony  taken  before  this  Committee,  down  to 
page  864;  I  can 'briefly  state  the  condition  of  things;  not- 
withstanding our  objection,  a  statement  was  made  by  Mr. 
Sterne,  and  some  testimony  was  admitted  in  relation  to  the 
salary  of  Mr.  Jewett,  on  the  ground,  as  the  Chairman  said, 
that  it  appeared  to  be,  from  the  statement  of  counsel,  an  ex- 
ceptional matter,  and  therefore  he  would  hear  the  testimony ; 
Colonel  Baleh  testified  in  relation  to  that,  and  his  testimony 
is  found  on  pages  863  and  864 ;  then  Mr.  Sterne  handed  him 
the  statement  of  Mr.  Jewett  to  the  stockholders,  of  May  13th, 
1875,  and  asked  to  have  admitted  in  evidence  certain  portions 
of  it,  which  I  have  marked  in  the  copy  I  have,  to  which  we 
made  no  objection  ;  but  the  Chairman  of  his  own  motion  said, 
"I  do  not  see  how  that  can  be  of  any  benefit  to  this  investiga- 
tion, and  we  exclude  it ; "  of  course  that  leaves  the  record,  as 
Mr.  Sterne  must  admit,  in  a  very  awkward  position,  and  that 
is  the  reason  why  I  asked  Mr.  Jewett  in  relation  to  this  mat- 
ter of  salary  yesterday  ;  now  we  want  to  put  in  this  statement 
of  Mr.  Jewett  to  the  stockholders  and  ask  him  if  it  contains  a 
true  statement  of  the  matter ;  I  presume  there  will  be  no  ob- 
jection to  it. 

Mr.  Sterne — I  have  no  objection  to  it. 

Mr.  Shipman — I  will  offer  this  part  now,  and  reserve  the 
right  to  put  in  the  other  hereafter. 

Mr.  Sterne — Isn't  there  a  written  contract  between  the  com- 
pany and  Mr.  Jewett  upon  that  point ;  is  not  that  the  best 
evidence  of  the  actual  situation  ? 

Mr.  Shipman — That  I  don't  know. 

Mr.  Sterne — Isn't  there,  Mr.  Jewett  ? 

Mr.  Jewett — I  think  there  was  a  memorandum,  but  it  con- 
tained nothing  of  this  statement  or  the  considerations  that  led 
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to  it ;  if  there  is  such,  it  is  a  simple  statement  that  the  pay- 
ment was  to  be  made  in  thejform  in  which  it  was  made. 

Mr.  Shipman  read  in  evidence  from  the  statement  of  H.  J. 
Jewett,  President  of  the  Erie  Eailway  Company,  made  to  the 
shareholders,  May  13th,  1875,  the  following : 

"Myjrelations  with  the  company  having  also  been  made  the 
subject  matter  of  comment,  it  is  proper  that  I  should  state  to 
you  the  circumstances  under  which  they  were  formed.  I  do 
this  not  by  way  of  apology,  nor  for  the  purpose  of  justifying 
myself  or  the  Board  in  its  action,  but  simply' that  you  may  be 
advised  of  the  facts. 

"  I  did  not  seek  the  Presidency  of  the  Erie  Company.  I  had 
no  ambition  of  that  kind.  My  relations  and  engagements 
were  of  years'  duration,  and  were  as  agreeable,  and  ultimately 
as  profitable,  as  any  I  could  expect  to  form  or  realize  from  a 
connection  with  this  company. 

"  When  I  was  first  invited  to  accept  the  position,  I  promptly 
declined  it,  and  was  only  induced  to  reconsider  that  decision 
by  the  consideration  that  I  might  render  some  valuable  service 
here,  as  well  as  contribute  to  the  general  railroad  and  business 
interest  of  the  country. 

"This  application  was  made  to  me  by  parties  representing  a 
large  majority  of  the  shareholders  of  the  company.  After  several 
conferences,  and  obtaining  my  own  consent  to  accept  the  posi- 
tion, if  everything  was  made  satisfactory,  and  being  assured 
that  there  would  be  no  want  of  means  to  relieve  the  company 
of  its  embarrassments,  and  enable  me  to  make  the  administra- 
tion a  success,  the  terms  of  the  employment  became  the  sub- 
ject matter  of  consideration. 

"  Learning  that  the  stock  of  this  company  was  not  largely 
held  for  investment,  but  was  frequently  and  largely  changing 
hands,  and  that,  as  a  consequence,  there  had,  in  times  past,been 
frequent  changes  of  administration,  I  expressed  my  unwilling- 
to  undertake  the  task  of  reinstating  the  company  in  the  posi- 
tion which  it  ought  to  occupy,  unless  I  had  ample  time  to 
familiarize  myself  with  its  necessities  in  detail,  and  to  adopt 
and  inaugurate  a  policy  which,  in  my  judgment,  would  result 
in  success,  and  some,  guaranty  that,  if  I  entered  upon  the  duty, 
the  time  needed  to  accomplish  the  purpose  desired  would  be 
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secured  to^me,  with  such  compensation  as  would  justify  me  in 
making  the  sacrifices  I  would  have  to  make  in  abandoning  my, 
then,  relations  and  engagements,  and  assuming  charge  of  the 
property  of  the  company  ;  in  this  connection  I  expressed  the 
opinion  that  it  would  require  some  five  years  to  reorganize, 
restore,  and  place  this  company  and  its  property  in  the  condi- 
tion it  should  occupy  for  economical  or  creditable  service ;  that, 
if  I  underwent  the  labor  necessary  to  these  ends,  I  should 
prefer  to  enjoy,  for  about  the  same  time,  the  management  of  a 
property  which,  under  my  supervision,  had  been  brought  up 
to  that  standard.  In  answer  to  these  suggestions,  it  was  pro- 
posed to  pay  me  $40,000  a  year,  and  give  me  a  guaranty  for 
ten  years. 

"  To  this,  I  replied  that  the  salary  was  satisfactory,  but  that  I 
did  not  see  how  one  Board  could  bind  another  by  such  a  guar- 
anty ;  that  by  law,  the  Board  was  elected  annually,  and  that  a 
succeeding  Board  might  (and,  judging  from  the  past,  probably 
would,)  desire  to  make  a  change  ;  that  I  was  willing  on  my  part 
to  remain  ten  years,  if  it  was  satisfactory  to  the  succeeding 
Board,  and  they  saw  proper  to  continue  the  relation,  and  the 
other  representations  upon  which  I  was  induced  to  consent  to 
form  the  connection  were  complied  with ;  that  therefore,  I 
would  be  content  with  a  salary  of  $25,000  a  year  ;  but,  to  meet 
the  immediate  sacrifices  I  would  have  to  make,  I  would  require 
the  difference  between  $25,000  and  $40,000  for  the  ten  years  to 
be  paid  to  me,  from  time  to  time,  during  the  first  year  of  ser- 
vice. 

"This  proposition  was  acceded  to,  and  this  was  the  agreement 
under  which  I  consented  to  accept  the  Presidency. 

"  Having  entire  confidence  in  the  parties  with  whom  the  ar- 
rangement was  made,  but  being  almost  an  entire  stranger  to 
the  Board,  I  determined,  upon  being  elected,  not  to  press,  un- 
til it  became  necessary  to  do  so,  the  formal  execution  of  the 
contract,  but  to  continue  in  the  official  position  s  I  then  occu- 
pied until  I  had  the  opportunity  of  becoming  acquainted  with 
the  Board  and  they  with  me  ;  that  if,  in  the  meanwhile,  the 
arrangements  proved  unsatisfactory  to  them,  or  unsatisfactory 
to  me,  I  could  return  to  the  duties  I  was  then  discharging, 
leaving  this  company  to  select  some  one  more  satisfactory  to 
them,  and  upon  such  terms  as  might  be  agreed.  There  was  no 
secrecy  about  it.     It  was  a  subject  matter  of  conversation  be- 
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tween  myself  and  those  -with  whom  I  was  in  business  commu- 
nication. It  was  spoken  of,  more  or  less  publicly,  before  the 
arrangements  were  finally  consummated.  Within  a  proper  and 
reasonable  time  I  requested  the  Committee  to  whom  the  whole 
subject  was  referred,  to  make  their  report  that  the  question 
might  be  finally  adjusted.  Such  report  was  made  in  conformi- 
ty with  the  facts,  and  approved  by  the  Board,  the  contract 
prepared  under  the  direction  of  the  Board,  by  the  proper  officer 
designated  to  prepare  it,  and  executed  and  placed  upon  file  in 
the  office  of  the  company. 

"  As  I  have  remarked,  I  do  not  make  this  statement  by  way 
of  apology,  or  by  way  of  justification,  but  simply  for  your  in- 
formation, and  because  this  matter  has  become  the  subject  of 
criticism." 

By  Mr.  Shipman  : 

Q.  It  is  stated  Jn  your  communication  to  the  stockholders 
of  the  13th  of  May,  1875,  that  when  you  came  into  the  com- 
pany you  were  to  receive  $40,000  a  year  for  ten  years ;  that 
owing  to  the  condition  of  the  stockholders  and  the  uncertain 
tenure  you  insisted  upon  a  payment  in  advance  of  $15,000  a 
year  for  ten  years  ?  A.  No ;  I  did  not  insist ;  I  refused  to 
come  unless  it  was  done ;  that  is,  the  company  was  in  too  un- 
certain a, condition  for  me  to  change  my  business  and  relations 
on  the  certainty  only  of  one  year's  retention. 

Q.  Colonel  Balch  has  testified  in  relation  to  this,  and  1  want 
to  ask  you  whether  3011  received,  in  addition  to  your  salary  of 
$40,000  a  year  during  the  Beceivership,  $25,0:.  0  a  year  as 
President  of  the  Brie  Railway  Company  ?    A.  I  did  not. 

Q.  Because  it  is  open  to  that  inference  ?  A.  In  regard  to 
the  salary,  if  the  Committee  please,  it  is  a  personal  matter  to 
which  I  dislike  to  refer  ;  when  I  came  here,  on  the  proposition 
for  me  to  come,  there  was  a  salary  of  $40,000  a  year  ;  after  I 
looked  into  the  conditio'n  of  the  stock  interests  I  came  to  the 
conclusion  that  it  was  an  uncertain  commodity,  an  uncertain 
control,  and  I  determined,  and  so  communicated  to  the  parties, 
that  I  would  not  come  upon  those  terms; -that  I  could  not 
afford  to  dissolve  the  relation  then  existing  between  myself  and 
others,  and  give  up  positions  I  then  occupied  upon  an  uncer- 
tainty ;  it  was  proposed  then  to  pay  me  $15,000  in  advance  for 
ten  years — $15,000  a  year' ;  that  I  accepted  -y  in  May  of  the  fol- 
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lowing  year  the  Receiver  was  appointed  ;  until  this  action  of 
the  court  was  had  I  never  took  from  the  treasury  an  amount 
equal  to  $25,000 ;  I  never  raised  any  question  as  to  salary ;  I 
never  intended  to,  although  with  the  knowledge  I  then  had,  if 
I  had  not  felt  compromised  by  the  original  employment,  I 
would  not  have  accepted  the  Receivership  of  the  Erie  Com- 
pany for  double  that  amount,  but  I  did  feel  compromised,  and 
I  never  said  a  word  upon  the  subject ;  I  saw  letters  written  to 
our  English  friends,  sent  to  me,  charging  that  I  was  entitled  to 
■ — one  party  one,  another  one  and  one  half  per  cent,  upon  the 
entire  receipts  and  disbursements  of  the  company ;.  that  my 
lawful  salary  would  be  at  least  $18,000  a  month  ;  whether  or 
not  such  complaints  were  made  to  the  Farmers'  Loan  & 
Trust  Company,  I  do  not  know,  but  the  result  was  an  applica- 
tion by  the  Farmers'  Loan  &  Trust  Company,  to  the  court  to 
fix  my  salary  ;  I  was  notified  of  that  application  ;  I  directed 
my  counsel  to  answer  that  notice,  and  to  say  for  me  that  upon 
the  question  of  salary  I  had  not  a  word  to  say ;  and  that  will 
be  found  in  the  record  of  the  court ;  that  I  declined  making  any 
demand,  giving  any  opinion  or  any  suggestion,  as  to  what  it 
should  be  ;  the  court  after  taking  testimony  upon  the  subject, 
all  of  which  I  have  here,  to  which  the  Committee  can  have  ac- 
cess if  they  desire,  fixed  the  salary  at  $40,000  a  year  ;  that  is 
all  I  have  received  ;  I  have  never  charged  the  Erie  Company, 
nor  the  New'  York,  Lake  Erie  &  Western  Company,  nor  re- 
ceived from  either  any  other  compensation  than  that  provided 
by  the  court  for  Receiver,  and  although  I  think  I  am  entitled 
to  much  more,  I  do  not  propose  to  receive  it  or  claim  it ;  as 
to  Colonel  Balch  testifying  in  that  case,  at  my  instance  or  in 
my  behalf,  I  never  until  I  read  his  testimony,  knew  that  he 
was  a  witness  before  the  Referee. 

Q.  You  have  already  explained  to  the  Committee,  what  took 
place  between  you  and  Colonel  Balch,  in  relation  to  the  re- 
ports to  the  State  Engineer  under  the  law  of  New  York ; 
I  now  call  your  attention  to  the  report  to  Pennsylvania; 
it  is  said  that  one  report  to  the  authorities  of  Pennsyl- 
vania, called  for — something  after  the  manner  in  which 
reports  are  called  for  by  the  authorities  of  New  York— was 
omitted  and  never  made  ;  will  you  explain  the  circumstances  in 
relation  to  that,  that  is,  if  you  desire  to  ;  it  is  not  a  matter  of  great 
importance  ?    A.  I  have  no  desire  about  it  with  the  exception, 
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that  as  it  stands,  it  might  leave  an  improper  impression  upon  the 
minds  of  the  Committee  and  others  ;  a  few  years  ago,  the  year 
immediately  preceding  that  report,  there  was  some  change  in 
the  law  of  the  State  of  Pennsylvania  with  regard  to  the  re- 
ports to  the  Secretary  of  Internal  Affairs  ;  he  issued  his  notice 
of  the  form  in  which  he  required  the  reports  in  the  future  to 
be  made ;  the  companies  of  Pennsylvania   claimed  that  that 
form  was  not  in  conformity  to   the  law,  that  it  traveled  far 
beyond  the  demands  of  the  law  ;  there  were  several  confer- 
ences, as  I  was  advised,  had  between  the  officers  of  the  princ- 
ipal companies  of  Pennsylvania  and  the  State  authorities,  to 
determine  upon  the  form  of  the  report ;  what  the  result  of  that 
was  I  had  not  been  informed  until  a  short  time  previous — 
well,  long  after  all  these  transactions  ;  at  the  same  time,  how- 
ever, Colonel  Balch  was  in  the  discharge  of  his  proper  duty 
preparing  the  material  for  that  report ;  before  it  was  finally 
made  this  development  was  clearly  made,  that  Colonel  Balch 
was  seeking — I  may  be  wrong,  and  I  may  do  him  an  injustice, 
if  I  do,  I  regret  it— at -least  I  became  satisfied  that  Colonel 
Balch  and  my  then  assistant,  in  whom  I  ought  to  have  had 
implicit   confidence,  were    in    combination    with   others  to,  in 
same    way    compromise   me,    that  they  could    subserve   the 
purposes    of    those    who    for    years    had   been    seeking  to 
destroy   the    company  for  their   own  selfish  ends  ;  becoming 
satisfied  of  that,  and  my  whole  time  being  absorbed  in  look- 
ing after  other  matters,  when  Colonel  Balch  handed  me  the 
result  of  his  labors  after  making  divers  attempts  to  induce  me 
to  compel  the  Auditor  to  make  such  and  such  statements,  I 
took  the  papers,  put  them  in   my   drawer  and  left  them  there 
until  I  could  examine  them,  feeling  under  no  legal  obligation 
to  the  State  of  Pennsylvania,  as  I   never  felt  under  any  legal 
obligation  to  the  State  of  New  York,  to  make  a  report  to  the 
State  Engineer,  but  made  it  simply  because  I  believed  morally 
it  was  my  duty  to  try  and  keep  up  the  connection  of  reports 
and  to  try  and  keep  the  State  informed  with  regard  to  the 
condition  of  that  property  ;  I  made  the  reports  to  the  State 
Engineer,  and  would  have  made  them  to  the  State  of  Penn- 
sylvania, but  I  say,  feeling  that  the  papers  before  me  were  the 
result  of  the  labors  of  an  individual  who  was  seeking  rather  to 
destroy  than  to  aid,  as  it  was  his  duty,  me  in  the  service  he 
performed,  I  was  unwilling  to  risk  the  report,  as  prepared,  to 
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the  public  or  to  the  State  authorities  ;  therefore  it  never  was 
made. 

Q.  Now,  I  want  to  call  your  attention  to  the  contracts  put 
in  evidence,  or  called  for  by  Mr.  Sterne,  which  he  says  he  pro- 
poses to  put  in  evidence,  accompanied  with  the  fact  that  Mr. 
Eamsdell  was  a  Director  of  the  road  ;  on  my  inquiring  of  Mr. 
Sterne  what  object  he  had  in  introducing  those  contracts,  he 
stated  that  it  was  to  show  that  a  Director  in  the  Erie  Railway 
Company,  and  the  present  New  York,  Lake  Erie  &  Western  Rail- 
way Company  had  two  profitable  contracts  in  relation  to  trans- 
portation; I  believe  I  state  it  correctly;  now,  if  you  have  any 
observations  to  make  upon  the  propriety  of  those  contracts,  the 
propriety  of  their  being  made  with  Mr.  Eamsdell,  a  Director  of 
the  road,  you  may  explain  it  to  the  Committee?  A.  Aslremarked 
to  the  Committee  yesterday,  as  a  general  proposition,  contracts 
between  a  corporation  and  its  Directors  or  officers  ought  not 
to  be  encouraged  ;  as  a  simple  proposition  it  is  censurable ; 
the  contracts  between  Mr.  Eamsdell  and  the  company  were 
made,  one  in  1869,  and  the  other  in  1878  ;  one  had  reference 
to  transportation,  the  other  had  reference  to  depot  grounds 
and  facilities  in  the  City  of  Newburgh  ;  what  was  the  financial 
condition  of  the  company  at  that  time  I  do  not  know;  it  is  a 
fact,  however,  that  the  [company  at  that  time  was  limited  in 
its  terminal  facilities,  as  it  is  now,  although  to  a  much  greater 
extent  than  now  ;  in  the  ti  ansportatiou  contract  it  is  simply 
that  Mr.  Ramsdell  would  carry  such  traffic  as  might  be  de- 
livered to  him  at  Newburgh  by  the  railroad  company,  or  by 
him  to  the  railroad  compnny  at  Newburgh,  by  boat,  he  having 
a  line  on  the  river,  at  the  difference  between  the  local  rate  of 
the  railway  company  to  and  from  Newburgh,  and  its  local  rate 
to  and  from  New  York,  if  it  had  gone  by  its  direct  line ;  that 
the  inducement  to  the  railway  company  to  make  that  contract 
was  twofold;  first,  that  Mr.  Eamsdell  furnish,  what  it  seems 
then  it  was  unable  to  furnish  for  itself,  cars. 

Mr.'STEENE  — One  moment.  Allow  me  to  interrupt  you;  Mr. 
Jewett  was  not  thun  President  of  the  Erie  Eailway  Company. 
He  does  not  speak  from  any  personal  knowledge  of  the  affairs 
of  the  Erie  Eailway  Company,  and  he  is  now  undertaking  to 
give  a  theory  of  what  induced  officers  with  whom  he  had  no 
relations,  and  a  corporation  with  which  he  then  had  no  rela- 
tion, to  make  the  contract.  The  contract,  it  seems  to  me, 
55 
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speaks  for  itself.     It  seems  to  me  that  we  are  departing  very 
widely  from  all  rules  of  evidence  to  allow  this  explanation. 

Mr.  Baker  (Chairman  pro  tern.) — I  think  we  will  receive  the 
statement,  and  give  it  such  weight  as  it  may  be  entitled  to. 

The  Witness — Those  are,  as  I  understand  it, — I  have  no 
knowledge  on  the  subject  at  all, — the  considerations  which 
led  to  the  transportation  contract ;  the  company  had  no 
real  estate  in  Newburgh  suitable  for  depot  grounds,  yards, 
etc. ;  the  second  contract  had  reference  entirely  to  depot 
grounds,  room  for  yard  tracks,  etc. ;  I  know  of  no  considera- 
tion that  led  to  that  contract  but  the  absence  of  such  facili- 
ties for  the  company ;  these  contracts  I  found  in  existence  ; 
as  Receiver,  not  only  with  regard  to  these,  but  to  other  con- 
tracts, I  did  not  feel  at  liberty  to  exercise  my  own  judgment 
in  annulling  or  setting  aside  contracts  unless  there  was  some 
such  manifest  impropriety  as  to  render  it  necessary,  or  unless 
I  was  in  condition  without  charging  the  fund  with  any  extra- 
ordinary expense  to  supply  what  had  been  supplied  by  such 
contract;  not  being  in  condition  to  acquire  property  in  New- 
burgh  for  depot  grounds,  to  acquire  depot  buildings,  or 
anything  of  that  character,  without  going  to  the  acquisi- 
tion of  real  estate,  and  into  construction,  and  not  being 
in  condition  to  increase  the  car  equipage  of  the  company, 
I  did  not  feel  at  liberty  to  interfere  with  those  contracts  ; 
immediately  after  the  property  passed  into  the  hands  of  the 
new  company  they  were  both  cancelled  and  this  contract 
entered  into  in  lieu  of  it,  by  which  the  company  became  the 
owner  of  the  cars,  became  the  owner  of  the  depot  grounds  and 
property  in  Newburgh,  and  set  aside  both  of  those  contracts, 
aud  we  have  no  contract  now  with  Mr.  Rainsdell,  or  with  any 
other  Director  of  the  company,  with  the  exception  of  the  con- 
tract by  which  we  set  aside  these  contracts  and  purchased  this 
property,  which  is  the  subject  matter  of  these  contracts. 

Mr.  Shipman — Now,  Mr.  Sterne,  in  order  not  to  go  into  a 
matter  that  is  unnecessary — something  has  been  said  about 
the  relation  of  the  two  railroads,  which  are  the  subject  of  this 
investigation,  particularly  here  and  in  New  York,  to  sleeping 
car  companies;  is  there  any  subject  of  controversy  or  criticism 
as  to  the  relation  of  the  Erie  Railway  Company  and  the  sleep- 
ing car  company  connected  with  that  road? 
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Mr.  Sterne— All  we  desire  is  to  have  the  contract  with  the 
Pullman  Car  Company. 

The  Witness — The  Erie  Company  never  had  n  contract  with 
the  Pullman  Car  Company  ;  the  state  of  the  case  is  simply 
this  :  There  was  a  company  called  the  Erie  &  Atlantic  Sleep- 
ing Car  Company;  that  was  a  company  organized  many 
years  ago  ;  in  that  company  the  Erie  Railway  Company 
owned  about  one-third  of  the  stock  ;  the  other  two-thirds 
were  owned  by  individuals  until,  I  think,  18l>9,  perhaps,  or 
1870,  along  there,  when  it  was  purchased  by  the  Pullman  Car 
Company  ;  the  Pullman  Car  Company,  by  virtue  of  that 
purchase,  became  the  owner  of  about  two-thirds  of  the  stock  in 
the  Erie  &  Atlantic  Sleeping  Car  Company,  the  Erie  Com- 
pany owning  the  balance  ;  the  contract  with  the  Erie  Com- 
pany was  with  the  Erie  &  Atlantic  Sleeping  Car  Company, 
not  with  the  Pullmau  Sleeping  Car  Company  ;  there  is  no 
director  or  officer  or  other  party  connected  with  the  Erie  Com- 
pany since  my  connection  with  it,  or  with  the  New  York,  Lake 
Erie  &  Western,  who  owns  one  dollar  of  stock  in  either  of 
those  companies,  or  who  has  any  interest  in  any  of  them,  to 
my  knowledge. 

By  Mr.  Sterne — No  ;  the  contract  now  subsisting — is  that 
with  the  Pullman  Car  Company,  or  with  the  Erie  &  Atlantic 
Company  ?  A.  There  is  no  contract,  as  i  have  said,  with  the 
Pullman  Car  Company  ;  it  is  with  the  Erie  &  Atlantic  ;  the 
present  effort  is  to  induce  the  ..Pullman  Oar  Company  to  buy 
that  entire  stock  ;  I  want  to  get  rid  of  it,  if  I  can. 

Q.  Where  is  the  contract  with  the  Erie  &  Atlantic  Com- 
pany ?     A.  That  i«  at  the  office. 

Q.  Can  we  have  a  copy  of  that  ?  A.  There  is  no  objection 
to  it. 

Mr.  Shipman — I  may  want  to  put  in — of  course  I  shall  have 
that  opportunity  when  I  come  to  open  our  case — the  order  of  • 
the  court  fixing  Mr.  Jewett's  salary  and  make  a  reference  to 
some  of  the  proceedings  in  the  Farmers'  Loan  &  Trust  Com- 
pany in  relation  to  that  matter,  if  I  deem  it  important. 

By  Mr.  Sterne  : 

Q.  Do  I  understand  you  to  say  that  you  did  not  draw  $150,- 
000  in  advance  ?  A.  No  ;  if  you  understood  me  to  say  that 
it  was  incorrect ;  I  did  draw  it. 
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Q.  Look  at  this  account  unci  tell  me  whether  you  would  re- 
cognize it  as  a  correct  statement  of  the  account  of  the  Erie 
Railway  Company  and  of  the  receivership  with  you  (handing 
witness  a  paper)  ?     A.  I  cannot  possibly  tell. 

Q.  Will  you  hand  it  to  Mr.  Little  ? 

Mr.  Little— (Looking  at  the  account)  I  could  not  possibly 
verify  this. 

The  Witness— I  received  the  entire  $150,000. 

Q.  Did  you  not  receive,  from  August,  1874,  to  September, 
1877,  the  sum  of  $219,493,  as  President  of  the  Erie  Eailway 
Company  and  Receiver?  A.  The  agg  legate  I  don't  know  ;  I 
received  in  the  first  place  $150,000  in  payment ;  that  was 
$15,000  per  year  for  ten  years  ;  I  received  then  regularly,  or 
was  entitled  to  receive — T  did  not  draw  it  regularly — at  the 
rate  of  $25,000  per  year. 

Q.  Allow  me  to  correct  you  one  moment ;  was  not  that  at 
the  rate  of  $40,000  a  year ;  the  $25,000  per  year  and  the 
$15,000,  made  $40,001)  per  year,  didn't  it?  A.  The  proposi- 
tion was  $40,000  -a  year ;  $15,000  of  that  was  advanced ; 
$25,000   was   then    paid 

Q.  Annually  ?  A.  Annually,  up  to  the  appointment  as  Re- 
ceiver. 

Q.  Then  were  you  not  in  the  receipt  of  a  remuneration  dur- 
ing your  Receivership  of  $15,000,  as  part  of  the  advance,  and 
$40,000  in  the  capacity  cf. Receiver?  A.  Equivalent  to  that; 
I  had  received  the  $15,000. 

Q.  Then  the  fact  that  you  were  Receiver  inured  to  your 
benefit  to  the  extent  of  $15,000  over  and  above  the  $40,000? 

Mr.  Baker — (Chairman,  pro  tern.)  I  don't   so  understand  it. 

Mr.  Sterne — That  is  the  difficulty  ;  that   is  so,  I  think. 

The  Witness— The  origiual  arrangement  was  $40,000  a  year; 
$15,U00  of  that.  $40,000  was  to  be  paid  in  cash  or  its  equiva- 
lent ;  it  was  paid. 

Q.  For  ten  years  ?  A.  It  was  paid  for  ten  years ;  that  is, 
the  full  $150,000  ;  then  $25,000  was  to  be  paid  annually  for  the 
ten  years ;  that  would  be  equivalent  to 

Q.  $10,000  ?  A.  To  $40,000  a  year ;  then  when  I  was  appoint- 
ed Receiver  the  court  adjudged  that,  as  Receiver,  I  should  be 
entitled  to  a  salary  of  $40,00u  a  year ;  that  was  in  addition  to 
the  $25,000  which  I  had  received  up  to  the  appointment  as 
Receiver,  and  the  $150,000  which  I  had  received  as  a  bonus ; 
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it  was  in  addition  to  that ;  but  if,  I  say,  it  had  been  an  original 
proposition,  and  I  had  been  asked  to  give  the  bonds  which 
were  imposed  upon  me,  as  Receiver,  to  run  the  risk  which  I 
had  to  run,  arid  assume  individually  the  responsibility  which 
I  had  to  assume,  for  the  difference  between  the  salary  of  Presi- 
dent and  Receiver,  I  would  never  have  thought  of  it. 

Q.  That  is  possible,  but  yet  there  was  a  difference  of  $15,000, 
in  consequence  of  the  Receivership,  in  addition  to  the  $40,000? 
A.  Yes,  sir. 

Mr.  Shipman — In  addition  to  the  $  :5,000,  you  mean  ? 

Mr.  Sternk— No  ;  in  addition  to  the  $40,000. 

The  Witness— Oh,  no ;  in  addition  10  the  $25,000 ;  I  beg  your 
pardon ;  from  the  date  of  my  appointment  as  Receiver  I  re- 
ceived, in  addition  to  the  $25,000  which  I  was  thereafter  to 
receive,  and  in  addition  to  the  $15,000  which  I  had  previously 
received,  on  account  of  every  year  thereafter,  $15,000. 

Mr.  Shipman — You  don't  mean  that,  Mr.  Jewett ;  did  not 
that  $25,000  from  the  Erie  Company  cease  ? 

The  Witness — I  don't  know  that  I  am  understood  yet ;  if  it 
is  understood  that  I  continued  to  receive,  in  addition  to  the 
$40,000,  the  $25,000  for  the  subsequent  years,  that  is  a 
mistake. 

Mr.  Bakee  (Chairman  pro  Icm.) — The  increase  was  $15,000 
a  year. 

The  Witness— That  is  it. 

Mr.  Baker  (  Chairman  pro  tern.) — Your  salary  during  the  Re- 
ceivership was  equivalent  to  $55,000  a  year — that  is  the  effect 
of  it  ? 

Mr.  Wadswoeth — That  is  what  it  was  really  worth  a  year, 
with  the  $15,000  which  had  been  advanced  previously  ?  A'. 
Yes  ;  it  ought  to  have  been  $85^000. 

By  Mr.  Steene  : 

Q.  Was  there  any  arrangement  or  agreement  by  which  you 
waived,  during  your  Presidency  of  the  Erie,  pending  the  Re- 
ceivership, your  $25,000  a  year  that  was  still  due?  A.  The 
order  of  the  court  suspended  it. 

Q.  When  you  say  suspended  you  mean  abrogated  it?  A.  I 
so  understood  it. 

Q.  You  say  Mr.  Balch  was  in  himself  not  the  person  to 
make  such  a  valuation  of  your  railway  property,  as  seems  to  have 
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been  made  ;  don't  you  know  that  in  making  the  valuations  he 
obtained  his  values  in  every  instance  from  the  experts  in 
your  employ ;  for  instance,  as  to  road-bed,  from  the  Superin- 
tendent ;  as  to  rolling  stock,  from  the  person  in  charge 
of  that  ;  as  to  the  lands,  from  the  land  valuer  of  your  own 
company,  &c.  ?  A.  I  did  not  and  do  not  ;  I  had  no 
idea  that  Colonel  Balch  was  attempting  to  value  this 
property  until  I  had  the  interview  with  him,  there  hav- 
ing been  serious  complaints  about  the  delay,  after  I  was 
able  to  get  to  the  office  when  I  instructed  him  to  quit — to 
cease  that,  and  also  to  confine  himself  to  the  making  of  one 
inventory,  in  accordance  with  the  order  of  the  court ;  what 
experts  he  had  on  the  line  of  the  road  I  do  not  know  ;  there 
is  one  name  that  is  familiar  to  me  ;  I  think  it  is  Lynch  ;  the 
idea  of  his  being  called  to  value  property  of  that  kind  is 
simply  ridiculous,  as  ridiculous  as  the  idea  of  Colonel  Balch 
attempting  to  value  a  property  of  that  kind  ;  as  to  the  loco- 
motives, cars  and  property  of  that  character,  there  would  not 
be  much  difficulty  in  the  valuation ;  it  is  simply  to  ascertain 
the  cost,  and  then  some  idea  of  their  depreciation. 

Q.  Tou  just  said  that  you  were  not  under  any  legal  obliga- 
tions, as  you  thought,  to  make  these  annual  reports  to  the 
State  Engineer,  either  of  New  York  or  Pennsylvania?  A. 
I  did  ;  I  was  so  advised. 

Q.  Tou  have  been  so  advised,  that  there  was  no  legal  obli- 
gation resting  upon  you  to  do  that?     A.  As  Receiver. 

Q.  Didn't  you  continue  to  be  President  of  the  Erie  Railway 
Company  ?  A.  As  President  of  the  Erie  Railway  Company,  I 
had  nothing  to  do  with  the  operations  of  the  year  whatever, 
and  I  could  have  made  no  statement,  with  the  exception  of  a 
simple  blank  ;  it  was  as  Receiver  that  the  road  was  operated, 
and  my  advice  was  that,  as  Receiver,  as  an  officer  of  the 
court,  I  was  not  required,  under  that  law,  to  make  any  report. 

Q.  Then  there  is  a  defect  in  the  law,  inasmuch  as  it  does  not 
require  roads  operated  by  a  Receiver,  if  your  advice  is  sound, 
to  make  the  annual  report  to  the  State  Engineer  ?  A.  If  I 
was  called  upon  to  revise  that  law,  I  think  I  would  wipe  it  all 
out  and  make  an  entirely  new  one. 

Q.  It  is  honeycombed  through  with  errors  and  defects  ?  A. 
I  don't  mean  that  it  is  honeycombed,  nor  do  I  mean  that  the 
law  was  defective  originally,  nor  do  I  mean  that  it  is  mis- 


1557 

leading ;  I  don't  think  it  is  ;  I  don't  think  there  is  anything  in 
it  to  mislead  ;  I  think  that  it  is  a  misapplication  of  terms ;  I 
think  the  law  is  defective  in  its  requisitions,  and  it  does  not 
cover  the  whole  case. 

Q.-  You  stated  that  you  made  a  report  to  the  State  Engineer 
in  accordance  with  the  requirements  of  the  State  Engineer, 
and  that  if  there  was  anything  misleading  about  that,  it  was 
the  fault  of  the  law,  did  yon  not?     A.  Yes,  sir. 

Q.  Did  you  not  publish  these  annual  reports  at  the  expense 
of  the  Erie  Railway  Company,  in  a  form  for  distribution  among 
its  stockholders  ?  I  hand  you  one  now  for  1877  ('handing  wit- 
ness a  report).  A.  By  no  means,  because  during  the  same 
years  I  was  submitting  to  the  stockholders,  which  would  reach 
them  almost  invariably  before  this  was  published,  and  for  the 
same  current  year,  reports  containing  the  same  facts,  but  in  n 
much  more  detailed  form  and  more  easily  and  thoroughly  un- 
derstood. 

Q.  You  still  do  not  answer  my  question.  Is  this  which  I 
now  hand  you  (this  paper  or  this  pamphlet),  a  pamphlet  pub- 
lished by  the  Erie  Railway  Company  ?  A.  My  recollection  is, 
that  in  conversation  with  the  Secretary  who  has  charge  of  the 
printing,  I  directed  him  to  have  enough  of  these  printed  for 
each  officer  of  the  company ;  and  upon  being  advised  by  him 
that  the  printing  of  that  number  would  cost  about  as  much  as 
a  larger  number.  I  authorized  the  printing  of  a  larger  number. 

Q.  And  they  were  distributed,  weren't  they?  A.  I  don't 
think  they  were  ever  distributed  among  the  shareholders  or 
distributed  to  the  public. 

Q.  Didn't  you  annually  print  them  in  that  way  since  you 
were  President  of  the  company?     A.  I  think  so';  yes,  sir. 

Q.  And  therefore,  whatever  misleading  element  was  in  the 
State  Engineer's  report,  was  duplicated  in  these,  wasn't  it  ? 
A.  It  was  printed  as  the  report  of  the  State  Engineer  ;  it  was 
to  keep  up  consecutively  the  records  of  the  company,  but  they 
were  never  by  the  company  distributed  to  the  public. 

Q.  Have  you  telegraphed  to  New  York,  to  ascertain  whether 
the  telegrams  that  I  showed  you,  purporting  to  be  copies  of 
telegrams  of  yours  to  Sir  Edward  Watkin  in  relation  to  the 
Vanderbilt  settlement,  are  correct  copies?  A.  Mr.  Barber, 
who  was  here  at  the  time,  my  Secretary,  has  gone  to  open  the 
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safe  to  see,  aud  he  will  report  whether  or  not  there  are  such 
cables  there. 

Q.  And  he  will  bring  here  copies  of  whatever  cablegrams — 
or  tho  book  itself— have  been  sent  ?  A.  It  will  be  brought 
here ;  yes,  sir. 

Q.  Have  you  taken  the  trouble  to  ascertain  whether  the 
vouchers  that  I  placed  in  your  bauds,  or  rather  the  checks, 
purporting  to  be  copies  of  checks,  of  the  six  hundred  and  sev- 
enty odd  thousand  dollar  transaction  are  correct?  A.  Six 
hundred  and  seventy  odd  thousand  dollar  transaction? 

Q.  Given  to  Mr.  Barlow  as  agent  of  Mr.  McHenry  ?  A. 
You  were  to  furnish  me  a  memorandum  of  what  you  wanted; 
that  has  not  been  furnished. 

Q.  The  introduction  of  these  checks  was  objected  to,  as  I 
understand,  by  your  counsel,  on  the  ground  thattheie  is  no 
evidence  that  they  are  copies  ?  A.  I  will  do  so,  I  will  not  for- 
get it  again,  I  have  not  done  it ;  but  I  will  take  the  neces- 
sary steps  to  verify  them  ;  I  would  rathei-you  would  give  me 
a  memorandum  of  what  you  want,  so  there  will  be  no  mistake. 

Mr.  Shipman — Now  state  precisely  what  you  want. 

Mr.  Sterne— A  check  of  $110,000,  $75,000,  $571,000,  $15,000, 
$20,000,  aud  two  telegrams  ;  will  you  also  produce  the  original 
of  this  account  of  the  Erie  .Railway  Company  under  the  Re- 
ceivership ? 

The  Witness — If  I  have  ii  I  will  furnish  it. 

Mr.  Sterne — Please  also  produce  from  your  book  of  minutes 
the  proceedings  of  May  13th,  of  May  25th,  the  special  meeting, 
and  of  June  10th.  1875  ;  perhaps  you  can  identify  these  as 
copies  of  the  book  of  minutes,  so  that  will  save  you  the 
trouble  of  producing  those  ;  you  spoke  of  conspirators  who 
were  starting  actions  agaiust  the  Erie  Railway  Company  at 
about  that  ti:ne  when  this  action  was  taken  by  the  Board  of 
Directors  to  which  I  now  shall  referyou  ;  can  you  tell  th.'s  Com- 
mittee who  those  conspirators  were  ? 

The  Witness — I  don't  know  to  what  lime  you  refer. 

Q.  I  mean  the  conspirators  at  the  bottom  of  the  Attorney 
General's  action,  which  eventually  r<  suited  in  your  appoint- 
ment as  Receiver. 

The  Witness — I  cannot. 

Mr.  Sterne— Wasn't  it  Mr.  Gould? 

The  Witness — I  am,   if  the  Committee  please,  responsible 
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just  now  for  a  very  large  corporation ;  it  is  not  my  own  interest ; 
if  it  was  that  only,  I  could  state  freely  not  only  what  I  know 
but  what  I  think,  but  I  do  not  think  it  is  right,  occupying  the 
position  I  do,  for  this  Committee  to  even  permit,  much  less  to 
require  of  me  to  be  giving  names  or  statements  which  may 
involve  that  corporation  in  conflict  of  interest  or  of  feeling 
with  any  portion  of  the  community,  and  might  damage  it  largely 
because  of  such  hostile  feeling  ;  I  don't  think  it  is  right ;  I 
haven't  any  objection  to  sit  down  with  Mr.  Sterne  and  tell  him 
who  I  thought  it  was,  and  all  the  information  about  it ;  I  don't 
think  it  is  right. 

Mr.  Steene  :  I  don't  ask  for  it,  if  it  is  a  mere  suspicion  ; 
don't  you  know  that  there  is  an  action  now  pending  between 
Messrs  Eedfield  and  Hill,  and  Mr.  Gould,  in  which  they  seek 
to  recover  from  Mr.  Gould  a  considerable  sum  of  money  for 
services  in  that  Attorney  General's  action  ?  A.  I  do  not ;  I 
do  not  know  that  there  is  such  a  suit. 

Q.  Have  never  heard  it  ?  A.  No,  sir ;  I  have  enough  to  do 
to  attend  to  my  own  business. 

By  Mr.  Sterne  : 

Q.  Are  not  these  copies  of  your  minutes  (showing  witness 
papers)  ?     A.  These  may  be  extracts  from  the  minutes. 

Q.  Are  they  not  copies  of  the  minutes  of  that  day  ?  A.  Of 
the  full  minutes  ? 

Q.  Yes.     A.  I  think  not. 

Q.  Look  at  the  meeting  of  May  25th,  and  see  if  you  do  not 
recognize  the  resolution  there  ?  A.  I  recognize  the  subject 
matter;  I  cannot  recognize  the  phraseology. 

Q.  Is  that  the  action  that  was  taken  ?  A.  I  cannot  tell  you  ; 
I  recognize  that  it  was  the  subject  matter  for  which  that  meet- 
ing was  called.  * 

Q.  I  will  put  the  question  to  you.  A.  Very  well ;  that  is 
what  I  want. 

Q.  Did,  on  the  25th  day  of  May,  1875,  your  Directors  have  a 
meeting  known  as  a  special  meeting?  A.  I  think  so,  on  that 
or  the  day  following,  or  the  day  before. 

Q.  Did-you  inform  the  Board  "that  the  Delaware,  Lacka- 
"  wanna  &  Western,  and   the  Delaware  &  Hudson  Companies 
"  had  declined  to  make  the  loan  they  had  agreed  to  make  ?  " 
A.  I  did. 
56 
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Q.  And  that  "  altbough'it  was  determined  at  thejlast  meeting 
"  that  in  the  event  of  the  failure  of  said  loan  the  Board  would 
"  individually,  or  otherwise,  raise  the  amount  needed  with 
"  which  to  pay  the  June  interest,  that  you,  the  President,  felt 
•'  it  your  duty,  before  permitting  the  members  of  the  Board  to 
"  become  involved,  to  communicate'  to  them  more  in  detail  the 
"  financial  situation  and  difficulties  of  the  company  ?"  A.  Yes, 
sir. 

Q.  Did  you  further  state  to  them  "that  the  earnings  had 
"  been  and  were  diminishing  ?"     A.  I  did. 

Q.  "  That  Lhe  parties  who  had  been  accommodating  the 
"  company  with  cash  loans  had  from  some  cause  been  dis- 
"  turbed,  and  that  as  they  had  a  legal  right  to  do,  within  a  few 
"  days  taken  from  us,"  that  is,  from  your  company,  "  large 
"  amounts  of  money ; "  did  you  so  state  to  them  ?  A.  Yes, 
sir. 

Q.  "  That  even  if  the  June  interest  was  provided  for  you 
"  could  see  no  way  of  providing  for  the  July  interest  out  of 
"  the  earnings  of  the  company ; "  did  you  So  state  ?  A.  I  so 
stated. 

Q.  "  That  there  was  evidently  a  fixed  determination  in  divers 
"  quarters  to  so  impair  the  credit  of  the  company  as  to  embar- 
"  rass,  if  not  to  absolutely  prevent  its  raising  the  money  needed 
"  to  carry  on  its  business  ; "  did  you  so  state  ?     A.  I  did. 

Q.  "  That  serious  attempts  had  been  made  to  disorganize 
"  the  service  on  the  line  of  the  road  and  to  produce  a  strike 
"  among  the  employees  ; ';  did  you  so  state '?   A.  I  did  so  state. 

Q.  "  That  you  had  no  doubt  these  efforts  on  the  part  of  cer- 
"  tain  interests  were  made  with  a  view  of  producing  a  default 
"  in  tha  payment  of  interest;"  did  you  so  state?  A.  I  will 
say  no ;  go  on. 

Q.  "  Involving  the  company  in  collision  with  its  employees, 
",  and  rendering  the  intervention  of  the  law  and  the  courts  a 
"  necessity  ;  that  preparations  to  that  end  were  being  made, 
"  and  that,  in  your  judgment,  the  question  for  the  Board  to  de- 
"  cide  was  whether  or  not  it  would  contribute  to  keeping  the 
"  property  within  the  control  of  those  who  would  seek  to  pre- 
"  serve  and  protect  it,  or  would  permit  it  to  pass  into  the 
"  hands  of  those  whose  purpose  would  be  purely  selfish  and 
"  regardless  of  the  obligations  and  duties  of  the  company ;" 
was  that  the  conclusion  of  your  statement  V     A.  I  think  it 
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was ;  that  was  my  feeling,  and  I  think  I  stated  it  substantially 
in  those  words. 

Q.  Do  you  remember  that  this  resolution  was  passed  at  that 
meeting,  "  whereupon  it  was  resolved  that,  in  the  judgment  of 
"  the  Board,  if  a  Receiver  of  the  property  and  assets  and  cre- 
"  dits  of  the  Erie  Railway  Company  is  to  be  appointed,  Mr. 
"  Hugh  J.  Jewett  is  the  most  fit  and  proper  person  to  be 
charged  with  the  duty  ?"     A.  Such  a  resolution  was  adopted. 

Q.  Also  the  following  resolution  :  "  That,  in  the  case  of  pro- 
"  ceedings  against  the  company  by  the  Attorney  General,  or 
"  otherwise,  looking  to  the  appointment  of  a  Receiver,  the 
"  company's  attorney  and  counsel  be  authorized,  under  the 
"  President's  direction,  either  to  waive  or  insist  on  formal 
"  notice  of  the  proceedings,  as  may  be  expedient?"  *  A.  That 
resolution  was  adopted. 

Q.  Were  there  present,  at  this  meeting,  the  President  and 
Messrs.  Baltzer,  Barlow,  G.  ant,  Gray,  Morgan,  Parker,  Rams- 
dell,  Roberts,  aud  Stebbins  ?  A.  I  dou't  know ;  I  have  no  doubt 
they  were  there. 

Q.  Do  you  remember  that,  on  the  following  day,  you  were 
appointed  Receiver  ?  A.  I  think  so ;  I  think  it  was  the  26th 
that  I  was  appointed  Receiver. 

Q.  Did  you  not  know  that  the  application  for  your  appoint- 
ment as  Receiver  would  be  made  ?  A.  I  did  not  until  after  the 
meeting  of  the  Board. 

Q.  Did  you  not  know  that  it  would  be  made  before  it 
was  kmade  ?  A.  I  heard  in  the  afternoon  of  that  day  that 
there  would  be  an  application  made  for  the  appoint- 
ment of  a  Receiver  that  afternoon  or  the  next  morning; 
that  there  were  two  proceedings  being  prepared,  one  by  the 
Attorney  General  and  another  by  outside  and  hostile  interests  ; 
I  received  that  information  about  the  same  time  from  two  dif- 
ferent sources,  and  I  immediately  convened  the  Board  and 
communicated  to  them  all  the  information  I  had  upon  the 
subject ;  at  that  meeting  of  the  Board  these  resolutions  were 
passed  ;  at  that  time  there  had  been  no  suggestion  whatever 
made  to  me  as  to  who  would  be  appointed  Receiver,  nor  any 
suggestion  as  to  its  being  proper  to  suggest  to  the  court  the 
name  of  any  one  to  be  appointed  Receiver ;  if  i  had  been  con- 
sulted, and  had  been  prompted  by  my  own  feeling  and  in- 
terest, I   should  certainly  have  declined  the  appointment  of 
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Receiver,  even  as  a  matter  of  moneyed  interest,  if  nothing  else ; 
about  the  time  that  the  Board  adjourned  I  understood  that  the 
papers  were  with  the  court,  and  in  the  morning  they  would  act 
upon  it ;  and  a  copy  of  that  resolution  was  handed  to  our 
counsel,  or  it  was  communicated  to  them  ;  that  is  all  I  know 
about  it.  - 

Q.  Were  you  not  piesent  at  this  meeting  where  the  resolu- 
tion was  adopted  that  you  should  be  the  Receiver  ?  A.  Cer- 
tainly I  was  present,  and  presented  to  the  Board  those  consid- 
erations ;  and  they  adopted  that  resolution  about  the  time  of 
the  adjournment  of  the  Board;  I  was  further  advised  by  one 
of  our  counsel  that  application  would  be  made  in  the  morning, 
when  a  copy  of  that  resolution,  if  not  of  the  whole  proceed- 
ings of  the  Board  was  handed  to  me. 

Q.  Do  you  remember  the  meeting  prior  to  that  one  ?  A.  I 
remember  we  had  divers  prior  meetings  ;  the  one  immediately 
prior  I  do  not  recollect. 

Q.  Don't  you  remember  that  a  provision  had  been  made  at 
a  meeting  prior,  by  the  offer  of  several  members  of  your  Board 
to  raise'the  necessary  funds  to  pay  the  June  interest?  A.  I 
have  said  that ;  but  the  idea,  Mr.  Sterne,  that  if  I  was  receiv- 
ing from  various  sources  information  that  the  road  was  to  pass 
from  the  hands  of  that  Board  into  that  of  a  Receiver,  either 
friendly  or  hostile,  that  I  would  permit  anyone  of  its  members 
to  become  involved  for  the  payment  of  that  interest,  when  you 
attribute  to  me,  you  attribute  it  to  the  wrong  man ;  I  would 
not  have  done  it  whatever  the  sacrifice  may  have  personalty 
been  to  me  ;  I  do  not  betray  my  friends  in  that  way. 

Q.  I  did  not  ask  you  anything  about  that,  sir;  I  simply 
asked  for  the  fact,  whether  or  not  the  provision  had  been  made 
at  the  prior  meeting?  A.  Precisely  as  stated  in  those  proceed- 
ings ;  those  three  gentlemen  had  said  they  would  raise  the 
money. 

Q.  Do  you  remember  a  subsequent  meeting  of  September 
2d,  1875  ?     A.  I  do  not. 

Q.  Let  me  read  to  you  the  minutes  as  I  have  them  here, 
and  you  can  tell  me  whether  or  not  they  are  correct — "  Special 
meeting  of  the  Board."  "Letter  from  Mr.  Jewett  was  read 
"  regarding  his  interview  and  correspondence  with  Sir  Edward 
"  Watkin.'  The  Receivership  should  be  continued  only  long 
"  enough  to  liquidate  the  indebtedness  of  the  company,  and 
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"  should  be  availed  of  to  terminate  objectionable  contracts 
"  which  have  been  fraudulently  imposed  upon  the  property. 
"  The  reorganization  should  be  perfected  without  foreclosure 
"  if  possible.  See  letter  on  minute  book  ;  also  letter  from 
"  Sir  E.  Watkin." 

Q.  Do  you  remember  such  a  meeting  and  such  a  transac- 
tion ?  A.  I  do  not ;  I  have  no  doubt  that  it  is  substantially 
so  ;  I  would  state  with  regard  to  that  that  there  was  a  great 
deal  of  feeling  with  regard  to  the  appointment  of  a  Receiver, 
no  one  having  it  much  more  than  I  had  ;  that  I  was  extremely 
anxious  to  avoid  a  foreclosure  of  this  mortgage  ;  I  was  anxious 
to  protect  every  interest  of  the  railroad,  I  was  anxious  to  put 
the  road  in  a  condition  for  proper  service  without  such  fore- 
closure, and  T  have  no  doubt  I  had  correspondence  with  Sir 
Edward  Watkin  and  many  others  developing  ray  anxiety  upon 
that  subject,  and  that  as  soon  as  the  road  was  in  condition  to 
pass  back  into  the  hands  of  its  shareholders  it  ought  to  pass 
back  ;  that  was  my  judgment  then,  it  is  my  judgment  now  ;  that 
any  corporation  to  be  forced  into  the  hands  of  a  Receiver  is  un- 
fortunate, and  that  that  misfortune  should  end  at  the  very  ear- 
liest practicable  period. 

Q.  Do  you  remember  this  telegram  that  you  sent  on  the 
27th  of  May,  1875,  to  Mr.  HughMcCulloch,  in  London  (hand- 
ing witness  a  paper)  ?  A.  I  do  not  know,  but  I  think  it  is  cor- 
rect ;  I  recognize  the  sentiments  and  I  think  the  language. 

Q.  You  had  been  Receiver  before  of  a  railway,  had  you  not, 
before  this  Receivership  of  the  Erie  ?     A.  Yes,  sir. 

Q.  What  road  was  that  ?     A.  The  Central  Ohio. 

Q.  How  long  were  you  Receiver  of  that  ?  A.  Comparatively 
a  short  time. 

Q.  You  had  been  President  previous  to  your  appointment 
as  Receiver  of  that  company,  had  you  not  ?  A.  No ;  not 
President ;  Vice-President. 

Mr.  Sterne — I  would  like  to  have  that  paper  marked. 

Mr.  Shipman — Mr.  Jewett  says  he  has  no  objection  to  its 
coming  in. 

Mr.  Sterne — No  ;  that  the  Attorney-General  was  not  to  in- 
terfere on  behalf  of  the  people  and  some  of  the  creditors,  and 
that  the  Attorney-General  was  in  actual  harmony  with  the 
Board  of  Directors  and  with  Mr.  Jewett. 

The  Witness — It  is  a  cable  that  I  sent  to  Mr.  McCulloch,  of 
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London,  a  day  or  two  after  the  appointment  of  Receiver,  stating 
the  facts  as  near  as  I  could  state  them,  and  in  such  manner 
as  to  avoid  any  damage  being  done  there  by  speculation,  or 
the  advantage  of  one  party  taken  over  another  because  of  any 
special  information.  It  was  to  put  them  upon  their  guard ; 
that  was  the  object. 

(Telegram  from  Mr.  Jewett  to  Mr.  McCulloch,  dated  May 
27th,  1875,  received  in  evidence,  and  marked  "Exhibit  1,  Au- 
gust '/7th,  1879.") 

Mr.  Sterne — I  don't  believe  this  affidavit  of  Wilbur  M. 
Brown  has  been  marked  in  evidence,  and  the  order  appointing 
the  Eeceiver,  the  summons  and  complaint,  and  the  amended 
summons  and  complaint. 

Mr.  Shipman — You  know  you  did  not  offer  those  in  evidence, 
but  you  asked  the  Committee,  in  New  York,  to  take  judicial 
notice  of  them,  but  you  said  that  you  did  not  want  to  encum- 
ber the  record. 

Mr.  Sterne — I  think,  perhaps,  on  the  whole,  that  would  be 
the  better  course  ;  however,  the  affidavit  is  not  part  of  the 
record,  and  I  should  like  to  offer  that  in  evidence. 

By  Mr.  Sterne  : 

Q.  Do  you  recognize  this  contract  as  the  contract  made  be- 
tween your  company  and  the  Standard  Oil  Company,  in  rela- 
tion to  your  terminal  facilities,  at  Weehawken,  for  oil  (hand- 
ing witness  a  paper)  ?  A.  I  do  not ;  I  would  not  recognize  the 
original,  I  imagine  ;  it  is  not  executed  by  me. 

Q.  Is  the  original  contract  here?  A.  I  don't  know;  I  can- 
not identify  this,  and  Mr.  Blauchard,  who  executed  it,  thinks 
that  it  is  not  a  copy. 

Q.  Will  you  furnish,  in  addition  to  the  lease  that  you  say 

you  have  made  to  Charley  Pratt  &  Co.  recently A.  What 

is  that,  sir. 

Q.  You  testified,  yesterday,  if  I  understood  you,  that  there 
is  a  lease  to  Charles  Pratt  &  Co.  of  the  Weehawken  Oil  Docks  ? 
A.  I  gave  no  such  testimony. 

Q.  Do  yon  desire  to  correct  your  testimony  in  that  particu- 
lar, if  you  gave  such  testimony?  A.  If  I  am  recorded  as 
giving  such  testimony  it  is  incorrect  ;  I  said  nothing  about  the 
lease  of  the  Weehawken  Docks  to  Charles  Pratt  &  Co. 
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Q.  Is  there  a  lease  ?  A.  I  don't  know ;  I  think  not ;  I  cer- 
tainly never  executed  such  a  lease. 

Q.  Is  there  a  lease  to  the  Standard  Oil  Company  ?  A.  I 
think  so. 

Q.  Then,  if  you  stated  that  the  lease  was  to  Charles  Pratt  & 
Co.,  you  were  mistaken  ?  A.  I  did  not  so  state  ;  if  I  did,  it 
was  a  mistake. 

Q.  And  it  is  instead  of  to  Charles  Pratt  &  Co.,  to  the 
Standard  Oil  Company?     A.  Yes,  sir. 

Q.  Do  you  remember  a  lease  of  April  J  7th,  1874,  to  the 
Standard  Oil  Company  in  connection  with  the  Atlantic  & 
Great  Western  Eailway  Company ;  that  was  before  you  became 
President  ?  A.  I  don't  recollect  dates  so  far  back  as  that ;  if 
there  is  a  lease  to  the  Standard  Oil  Company — about  which  I 
think  there  is  no  doubt — and  you  need  it  for  this  investigation, 
we  will  have  no  objection  to  furnishing  it  to  you. 

Q.  Then  kindly  produce  the  lease  also  dated  April  17th, 
1874,  to  the  Standard  Oil  Company  of  the  Weehawken  oil 
yards  of  the  Erie  Railway  Company  ;  the  lease  dated  March 
1st,  1875,  by  the  Erie  Eailway  Company  and  Mr.  Deverenx,  as 
Receiver  of  the  Atlantic  &  Great  Western  Railway  Company, 
to  the  Standard  Oil  Company,  of  the  Weehawken  docks  ?  A. 
There  is  no  use  of  reading  them  ;  give  me  a  memorandum  of 
what  you  want. 

Q.  I  am  giving  that  to  you  now  ?  A.  I  am  not  taking  them 
down,  and  don't  intend  to. 

Q.  The  stenographer  is  taking  them  down,  and  you  can  get 
an  abstract  of  it :  A.  Then  you  are  talking  to  them,  and  not 
to  me: 

Q.  The  lease  of  the  1st  of  March,  1875,  to  the  Standard  Oil 
Company,  or  agreement ;  all  these  leases  are  called  agree- 
ments as  well  as  leases,  so  if  there  is  any  contract,  of  any 
kind,  of  those  dates,  let  us  have  the  contract ;  and  another  one 
of  March  1st,  1875  ;  of  course  we  can  save  some  little  time  if 
Mr.  Blan chard  will  recognize  these  substantially  as  copies? 
A.  We  will  produce  the  originals. 

Q.  Is  Senator  McPherson,  of  New  Jersey,  a  cattle  dealer? 
A.  He  was,  before  he  became  Senator  ;  whether  he  is  now, 
or  not,  I  don't  know. 

Q.  Oh,  well,  a  man  may  be  Senator  and  cattle  dealer  both  ? 
A.  Certainly ;  but  I  don't  know  whether  he  continues  both. 
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The  Chairman — Anything  further,  Judge  Shipman '{ 
Mr.  Shipman — Nothing  that  occurs  to  me  now. 

William  H.  Vanderbilt,  recalled  : 

By  Mr.  Stekne  : 

Q.  Do  you  remember  a  contract  entered  into  by  your  com- 
pany on  the  18th  of  January,  1872,  with  a  company  known  as 
The  South  Improvement  Company  ?     A.  No. 

Q.  Do  you  know  of  such  a  company  ?  A.  I  have  heard  of 
such  a  company,  yes  ;  a  long  while  ago. 

Q.  I  have  here  a  printed  copy  of  a  contract  puporting  to 
have  been  signed  by  you,  personally,  as  Vice-President  of  the 
New  York  Central  Eailroad  Company,  Mr.  P.  H.  Watson, 
President  of  the  South  Improvement  Company,  and  the  Lake 
Shore  &  Michigan  Southern  Railway  Company,  by  Horace  F. 
Clarke,  its  President ;  will  you  kindly  cast  your  eye  over  that 
copy,  and  tell  the  Committee  whether  you  remember  mak- 
ing such  a  contract  as  that?  A.  I  don't  know;  I  don't 
recognize  this  at  all;  my  name  is  signed  to  it  here ;  I  suppose 
it  was  made  ;  that  business  at  that  time  was  principally  done 
by  my  father,  and  Mr.  Horace  F.  Clarke  and  Mr.  Watson ;  I 
don't  remember  much  about  it ;  I  remember  there  was  such  a 
company  as  the  South  Improvement  Company  ;  that  is  about 
all  I  remember  about  it. 

Q.  Don't  you  remember  making  such  a  contract  ?  A.  No,  I 
do  not ;  I  don't  recognize  it  at  all ;  if  you  had  asked  me  under 
oath  without  any  knowledge  of  it,  I  would  have  sworn  T  didn't 
make  it ;  I  don't  remember  ;  I  would  have  sworn  I  didn't  re- 
member having  made  it,  I  mean. 

Q.  If  such  a  contract  was  made,  a  copy  of  it  is  in  your 
office  ?     A.  Of  course. 

Q.  Will  you  produce  it  ?  A.  If  it  is  there  ;  I  never  read 
that  before,  I  don't  think  ;  I  may  have  ;  of  course  if  I  signed 
it  I  read  it. 

Q.  Will  you  produce  the  contract  made  on  the  18th  of  Jan- 
uary, 187^,  between  the  South  Improvement  Company,  party 
of  the  first  part,  the  New  York  Central  &  Hudson  River  Rail- 
road Company,  party  of  the  second  part,  and  the  Lake  Shore1 
&  Michigan  Southern  Railway  Company,  party  of  the  third 
part '?     A.  Yes,  sir  ;  if  it  is  there. 
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Q.  Do  you  remember  whether  or  not  there  were  contracts 
made  simultaneously  with  the  South  Improvement  Company  by 
the  Erie  Railway  Company  ?  A.  I  don't  remember  ;  there  may 
have  been  ;  I  would  not  say  there  was  not. 

Q.  Do  you  remember  any  conversation  or  conference  that 
you  had  with  Mr.  Gould  and  Mr.  Watson  in  reference  to  the 
South  Improvement  Company  contracts  ?     A.  I  do  not. 

Q.  And  that  also  a  contract  of  a  like  nature  was  made  at 
the  same  time  with  the  Pennsylvania  Company  ?  A.  There 
may  have  been  ;  I  don't  know. 

Q.  Do  you  remember  whether  any  verbal  understanding  was 
had  at  that  time  with  the  South  Improvement  Company  in  re- 
lation to  the  carriage  of  oil  for  them?  A.  I  do  not,  sir  ;  I  re- 
member that  Mr.  Watson  had  charge — I  don't  know  whether 
it  was  before  or  after  he  had  connection  with  the  Erie  Eailroad 
Company — of  the  South  Improvement  Company,  and  he  and 
Mr.  Clarke  were  very  intimate,  and  he  was  introduced  to  my 
father  through  Mr.  Clarke ;  and  the  business  of  the  company 
and  the  business  of  the  railroad,  whatever  it  was,  was  done 
between  those  three  parties. 

Q.  Well,  you  would  not  have  your  signature  to  the  contract 
without  reading  it  ?  A.  I  probably  read  it ;  I  don't  pretend  to 
say  I  did  not,  but  at  the  same  time  if  I  had  it  would  not  have 
made  any  difference  ;  the  contracts  were  made  and  handed  to 
me  to  sign,  and  possibly  I  criticized  them  and  possibly  not ;  I 
don't  know ;  while  I  was  the  acting  executive  officer,  you  may 
say,  in  those  cases,  I  was  not  then  at  the  head  of  the  road. 

Q.  Do  you  remember  an  agreement  of  the  25th  of  March, 
1872,  arrived  at,  between  the  Lake  Shore  &  Michigan  Southern 
Railroad  Company,  the  Erie  Eailway  Company,  the  New  York 
Central  &  Hudson  River  Railroad  Company,  acting  through 
you,  and  the  Atlantic  &  Great  Western  Railway  Company, 
acting  through  George  B.  McClellan,  and  the  Pennsylvania 
Railway  Company,  acting  through  Thomas  A.  Scott,  arrived 
at  with  oil  producers  whereby  the  rate  at  which  oil  was  to  be 
carried  for  these  producers,  was  agreed  to  ?  A.  I  do  not ;  I 
don't  think  I  ever  saw  Mr.  McClellan,  but  once  in  my  life,  and 
that  was  down  on  my  farm  in  the  time  of  the  war. 

Q.  Will  you  kindly  look  at  page  27  of  this  book,  and  tell  me 
whether  or  not  you  remember  making  any   such  agreement 
(handing  witness  book)  ?     A.  At  these  rates  do  you  say  ? 
57 
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Q.  Look  at  the  whole  page,  and  see  whether  you  can  re- 
member making  any  such  agreement?  A.  I  don't  recognize  it 
at  all ;  I  don't  know  William  Hasson  at  all ;  I  never  saw  him 
that  I  know  of— the  President  of  the  Producers'  Union,  Mr. 
Hasson ;  I  may  have  seen  him  a  thousand  times,  but  I  don't 
know  him  as  Mr.  Hasson ;  that  may  all  have  happened,  at  the 
same  time,  I  don't  remember. 

Q.  Do  you  remember  an  agreement,  whether  written  or 
otherwise,  to  which  you  on  behalf  of  your  railway  corporation, 
was  a  party,  by  which  the  rates,  in  March,  1872,  were  fixed  on 
refined  oil  at  prices  ranging  from  $1.65  to  $1.35  per  barrel,  for 
oil  carried  from  Oil  City  to  Boston,  New  York,  Philadelphia 
and  Baltimore,  and  from  Cleveland  to  Boston,  New  York, 
Philadelphia  and  Baltimore?  A.  I  don't  remember;  it  may 
all  have  been,  but  I  don't  remember. 

Q.  Do  you  remember  whether  or  not  on  crude  oil  the  rates 
then  fixed  for  all  transporters  was  from  Oil  City  to  Boston, 
$1.50 ;  to  New  York  $1.35 ;  to  Philadelphia  $1.20 ;  to  Balti- 
more $1.20,  and  from  Oil  City  to  Cleveland  50c,  and  from  Oil 
City  to  Pittsburg  50c.  ?     A.  I  do  not,  sir. 

Q.  Do  you  remember  a  circular  issued  on  the  1st  of  October, 
1874,  in  relation  to  the  oil  traffic,  issued  by  Mr.  Butter,  your 
General  Freight  Agent,  of  which  this  is  a  copy.  (Handing wit- 
ness a  pamphlet)  ?  A.  I  do  not,  sir  ;  it  may  be  proper  for  me 
here  to  state  that  all  matters  of  this  kind,  the  oil  business 
more  especially  have  always  been  committed  entirely  to  Mr. 
Butter ;  1  know  very  little  about  them  ;  I  was  disgusted  with 
them  a  long  while  ago. 

Q.  You  were  disgusted  with  them  a  long  while  ago  ?  A.  I 
was,  because  I  said  if  the  thing  kept  on  the  oil  people  would 
own  the  roads,  instead  of  the  roads  owning  them. 

Q.  You  believe  that  the  policy  that  the  road  pursued  in  re- 
lation to  the  oil  traffic  has  resulted  in  a  monopoly  called  the 
Standard  Oil  Company,  dictating  terms  to  the  roads,  don't 
you  ?  A.  I  won't  say  that ;  but  competition  was  so  great  between 
the  roads  that  these  people  had  so  large-  a  business  that  they 
could  take  it  and  run  it  where  they  pleased,  and  the  roads 
were  so  anxious,  with  no  agreement  between  themselves  that 
would  last  any  time,  and  the  consequence  was  the  business 
was  hardly  worth  having, 
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Q.  By  "  these  people  "  you  mean  the  Standard  Oil  people  ? 
A.  All  people  ;  others  are  just  as  bad  as  the  Standard. 

Q-  Don't  you  mean  the  business  of  the  Standard  people  ? 
A.  Not  altogether  ;  all  the  business. 

Q.  What  proportion  do  you  think  all  the  other  oil  business 
bore  to  the  Standard's  business  in  1878,  after  the  Empire 
Transportation  Company  was  put  out  of  business  ?  A.  I  don't 
know  what  it  amounted  to  at  that  time,  but  I  have  had  people 
come  to  my  office  I  should  think,  as  late  as  1876  certain,  and 
offer  us  as  much  business  as  the  Standard  would  give  us  if  we 
would  make  the  agreement  with  them  ;  I  always  took  ground 
with  the  Standard  people,  and  everybody  else  that  ever  did  any 
business  on  our  road,  that  they  had  no  exclusiveness  on  our 
road  at  all,  that  anybody  could  come  in  there  and  do  business 
on  the  same  terms  that  any  other  man  had. 

Q.  But,  in  fact,  that  was  not  the  way  the  business  was 'done  ? 
A.  Yes,  it  was  in  fact ;  anbody  could  come  and  do  it ;  these 
people  made  frequent  application  to  us  to  give  it  to  them,  and 
we  built  a  road  to  Titusville  and  made  a  contract  with  them, 
and  I  went  down  there  and  they  had  a  band  of  music  out 
for  me,  and  they  agreed  to  give  me  all  the  business  if  I  would 
finish  the  road,  and  I  didn't  get  a  barrel. 

Q.  In  point  of  fact,  can  you  tell  'me  what  proportion  the 
Standard  Oil's  business  bore  to  the  business  of  the  other 
refiners  ?  A.  These  folks  were  all  in  opposition  to  the  Stan- 
dard. 

Q.  In  1876  were  they  not  V  A.  I  don't  know ;  I  haven't 
had  much  to  do  with.it ;  I  quit  it. 

Q.  In  1878,  when  the  Empire  Transportation  Company  had 
been  driven  out  of  the  business,  what  proportion  of  the  busi- 
ness in  oil  transportation  was  done  by  the  Standard,  as  com- 
pared with  other  people?  A.  I  don't  know;  I  think,  after 
that — I  am  pretty  sure  after  that,  committees  waited  upon 
me,  said  they  couldn't  do  anything  with  Mr.  Butter,  and  came 
to  me  and  proposed  terms  for  giving  an  amuunt  of  business  ; 
said  I :  "  You  can  have  it  just  exactly  on  the  same  terms  as 
the  Standard,  or  anybody  else  on  our  road  ;"  I  didn't  get  the 
business  ;  I  didn't  get  any  at  all. 

Q.  Had  you  not  a  contract  then  in  existence  with  the  Stan- 
dard, that  the  Standard  was  to  get  the  business  at  ten  per 
cent,  less  than  any  other  shipper,  after  all  rebates  and  draw- 
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backs  had  been  paid  ?  A.  Whatever  construction  may  have 
been  put  upon  any  contract  that  we  had  with  the  Standard,  or 
with  anybody  else,  the  Standard  people  were  all  told  distinctly 
by  me  personally,  and  so  were  everybody  else  that  made  the 
application,  that  anybody  could  come  on  our  road  and  do 
business  on  just  exactly  the  same  terms  as  the  Standard,  no 
matter  what  the  contract  is,  or  anything  else ;  they  were  all 
distinctly  told  that,  not  only  on  one,  but  on  numerous  occa- 
sions. 

Q.  But  didn't  you  make  a  contract  with  the  Standard  Oil 
people,  by  which  you  agreed  to  give  them  a  rebate  and  draw- 
back of  ten  per  cent,  below  everybody  else  ?  A.  Tou  may  put 
that  construction  upon  it. 

Q.  That  is  the  only  construction  of  which  the  thing  is  capable  ? 
A.  I  don't  think  we  ever  made  any  such  contract ;  that  was 
never  our  construction  of  it ;  I  have  not  seen  any  of  these 
papers  until  yesterday,  I  picked  up  that  supplemental  con- 
tract ;  of  course,  that  is  clear  enough ;  the  road  can  defend 
that ;  they  got  a  valuable  consideration  for  it ;  this  oil  business 
is  just  like  the  merchandise  business  out  of  New  York ;  it  has 
got  so  it  is  not  good  for  anything,  just  as  merchandise  was 
before  the  roads  made  an  agreement  about  it,  carrying  it  for 
less  than  cost  in  some  instances. 

Q.  Did  parties  other  than  the  Standard  Oil  Company  obtain, 
within  the  past  three  years,  transportation  over  your  road  ?  A. 
I  should  think  so ;  I  don't  know ;  you  will  see  that  last 
agreement  was  made ;  anybody  can  ship  over  our  road. 

Q.  Could,  in  point  of  fact,  anybody  ship  over  your  road? 
A.  Why,  of  course  they  could. 

Q.  Let  me  draw  your  attention  to  several  letters  that  were 
addressed  to  you  ;  what  replies  did  you  make  to  them;  do  you 
remember  a  letter  of  July  20th,  1878,  addressed  to  you,  as 
follows : 

"  W.  H.  Vandekbilt,  Esq., 

"President  of  Ihe  New  York  Central  & 

"  Hiidsnn  River  Railroad : 

"Dear  Sir, — Induced  by  your  letter  in  defence  of  the  'pool- 
"  ing '  system,  in  which  you  stated  '  that  you  proposed  to  give 
"  'every  shipper  an  equal  rate  of  freight,'  we  thought  it  well  .to 
"  wiite  you  at  this  time.     We  have  made  arrangements  to  ship 
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"  and  are  shipping  oil  by  canal,  in  consequence  of  the  unjust 
"  discrimination  made  against  us  by  the  trunk  lines.  We  pre- 
"  fer  to  ship  by  rail,  and  if  you  will  do  by  us  what  you  in  your 
"  letter  proposed  to  do  by  all,  there  is  no  reason  why  this  oil, 
"  after  reaching  Buffalo,  should  not  find  the  seaboard  via  your 
"  road.  We  do  not  ask  for  a  specially  low  rate,  but  we  do  in- 
"  sist  upon  an  equal  rate  with  other  shippers,  whether  that 
"  rate  be  much  or  little.  If  you  wish  to  arrange  with  us,  please 
"  name  time  and  place,  and  we  will  meet  you. 
"  Tours  very  respectfully, 

"  lombahd  &  ayres, 
"  Denslow  &  Bush, 
"W.  &  G.  F.  Gregory, 
"McGoey  &  King, 
"Wilson  &  Anderson." 

A.  The  same  fellows  that  had  the  music. 

Q.  Did  you  return  their  music  in  kind  ?  A.  Do  you  want 
to  know  what  I  did  with  it  ? 

Q.  Yes?  A.  I  only  take  it  for  granted  what  I  did  with  it ; 
just  the  same  as  I  do  with  all  these  communications  ;  I  handed 
it  to  Mr.  Butter. 

Q.  Is  that  all  you  did  with  it  ?  A.  I  handed  it  to  Mr. 
Butter,  and  told  him  to  take  charge  of  it ;  he  had  charge  of 
that  business. 

Q.  And  you  don't  know  what  he  did  about  it?  A.  No;  I 
never  heard  any  more  about  it. 

Q.  Did  you  allow,  in  point  of  fact,  any  of  these  gentlemen, 
Lombard  &  Ayres,  Denslow  &  Bush,  W.  &  G.  F.  Gregory, 
McGoey  &  King,  and  Wilson  &  Anderson,  to  have  oil  shipped 
over  your  road,  and  did  you  afford  them  cars  or  means  of  trans- 
portation between  that  time  and  this?  A.  My  dear  sir,  Lom- 
bard &  Ayres  shipped  over  us,  and  had  property  right  on  our 
line  of  road,  for  a  long  time,  at  as  low  a  rate  as  anybody, 
and  we  couldn't  keep  them  there  at  all ;  and  when  he  wrote 
that  letter  he  had  a  contract  some  other  way,  and  the  means 
of  taking  the  goods  right  away  from  our  track,  and  we  could 
put  the  oil  right  in  the  tank  cars  alongside  of  our  track ;  and 
he  was  shipping  oil  over  the  Pennsylvania  road,  and  is  yet. 

Q.  You  don't  answer  my  question  ;  did  you,  since  July  20th, 
1878,  afford  to    any  of  those  gentlemen  any  facilities  for  the 
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shipment  of  oil  over  your  road  ?  A.  I  dont  know ;  they  all 
tad  ;  if  we  had  the  facilities  ;  it  is  open  to  everybody. 

Q.  Do  you  remember  the  conference  of  Presidents,  where 
prices  were  fixed  for  the  Standard  Oil  Company  in  1878  ?  A. 
No  ;  I  remember  there  were  different  conferences,  but  I  don't 
remember  about  prices. 

Q.  Was  not  there  an  agreement  made  with  the  Standard  Oil 
Company  by  virtue  of  which  they  received  a  rebate  or  draw- 
back, or  a  net  rate  lower  than  other  people  ?  A.  It  may  have 
been,  but  not  for  the  same  amount  of  business. 

Q.  Of  course  not ;  was  there  anybody  who  could  furnish  the 
same  amount  of  business  on  earth  ?  A.  Lots  of  them  said 
they  could. 

Q.  Was  there  anybody,  to  your  knowledge,  who  was  ready 
to  furnish  the  same  amount  of  business  ?     A.  I  don't  know. 

Q.  Don't  you  know  that  the  great  bulk  of  the  business  was 
entirely  in  the  hands  of  the  Standard  Oil  Company  ?  A.  If 
you  ask  what  people  say,  of  my  knowledge,  I  should  say  not, 
because  people  come  in  there  and  represent  themselves  as  con- 
trolling thousands  of  barrels  more  a  day  than  the  Standard 
Oil  Company. 

Q.  I  am  speaking  now  of  what  you  know  of  the  amount  of 
oil  that  passed  over  your  road  to  the  Standard  Oil  people  ? 
A.  What  is  the  question  ? 

Q.  Don't  you  know  from  the  amount  of  oil  that  passed  over 
your  road  to  the  Standard  Oil  people,  and  from  the  amount  of 
oil  that  passed  over  the  roads  of  other  companies'  trunk  lines, 
that  the  Standard  Oil  Company  shipped  beyond  all  compari- 
son, the  largest  amount  of  oil  that  came  to  the  seaboard  ?  A. 
I  took  that  for  granted  ;  I  took  it  for  granted  that  they  were 
the  largest  shippers. 

Q.  Therefore,  in  offering  like  terms  to  like  shippers,  you 
knew  that  there  were  not  any  like  shippers  in  existence,  didn't 
you  ?  A.  Well,  no  ;  I  don't  say  like  terms  ;  I  would  not  com- 
pel a  man  to  ship  just  as  many  barrels  as  they  did,  but  he 
could  aggregate  the  given  quantity  so  that  it  would  be  an  ob- 
ject to  the  railroad  companies  to  do  it. 

Q.  Do  you  remember  that  there  was  an  object  on  the  9th 
of  September,  1874,  or  thereabouts,  to  crush  out  the  pipe 
lines  ?     A.  Out  in  the  oil  regions  ? 
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Q.  Yes.  A.  No  ;  I  don't  remember  anything  about  it  in  that 
way. 

Q.  Haven't  you  an  interest  in  pipe  lines  ?     A.  No. 

Q.  Never  had?     A.  Me? 

Q.  Yes.     A.  No. 

Q.  Had  not  the  New  York  Central  &  Hudson  Eiver  Bail- 
road  Company  ?     A.  Yes. 

Q.  In  what  pipe  line  bad  it  an  interest?  A.  I  will  be  hanged 
if  I  know  what  they  call  it. 

Q.  Is  it  the  United  Pipe  Line?  Let  me  help  your  memory? 
A.  May  be  it  was ;  I  don't  know  what  it  is,  but  it  is  a  pipe 
line. 

Q.     When  was  that  interest  acquired?     A.  That   %vas  ac- 
quired to  protect  Cleveland  ;   the  Lake  Shore   &  New  York 
Central 

Q.  When  was  it  acquired  ?     A.  That  I  don't  know. 

Q.  Wasn't  it  acquired  somewhere  about  1874?  A.  It  may 
have  been. 

Q.  Assuming  this  circular  to  be  correct,  Mr.  Butter  fixes  the 
rates  on  refined  oil  to  Boston  from  the  oil  region,  at  $2.10  ; 
Philadelphia,  $1.85  ;  Baltimore,  $1.85 ;  New  York,  $2  ;  on  crude 
oil,  $1.75,  $1.50,  $1.50  and  $1.50,  respectively;  then  conies 
this  sentence  :  "  From  which  shall  be  refunded  22  cents  per 
barrel  only  on  oil  coming  from  pipes  which  maintain  the 
agreed  rates  of  pipeage ; "  can  you  tell  this  Committee  what 
the  meaning  of  that  sentence  is?  A.  Mr.  Butter  can  tell  you; 
I  can't. 

Q.  You  were  not  consulted  about  that?  A.  I  may  have 
been,  but  I  don't  remember  now. 

Q.  You  don't  know  the  effect  of  that  circular?  A.  On  the 
pipe  lines  ? 

Q.  On  the  pipe  lines?  A.  I  don't  think  that  I  could  benefit 
the  Committee  or  myself  any,  by  going  into  any  explanation 
about  it,  because  it  is  so  long  ago,  and  so  many  other  people 
in  the  railroads  interested,  know  more  about  it  than  I  do, 
who  can  give  you  a  sufficient  and  clear  understanding  of  it 
I  don't  think  it  is  worth  while  for  me  to  say  anything  about  it, 
because  what  I  might  say  about  it  might  be  so,  and  it  might 
not,  because  my  recollection  is  so  indistinct  in  regard  to  it. 

Q.  Don't  you  remember  this,  that  you  immediately  there- 
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upon  heard  of  the  failure  and  insolvency  of  from  16  to  20  pipe 
lines  in  the  oil  regions?     A.  No. 

Q.  And  that  the  whole  business  was  absorbed  by  the  Union 
Pipe  Line,  which  was  controlled  by  the  Standard,  or  United 
Pipe  lines ;  that  the  United  Pipe  Line  therefore  became  the 
only  company  ?  A.  I  don't  know  now  that  the  United  is  con- 
trolled by  the  Standard;  you  say  so,  I  don't  know. 

Q.  You  don't  know  that  ?     A.  No,  sir. 

Q.  Who  are  the  officers  of  the  United  Pipe  Line  ?  A.  A 
man  of  the  name  of  Vandergrilt,  1  think,  is  President. 

Q.  Is  not  he  a  Standard  man  ?     A.  Not  that  I  know  of. 

Q.  Is  not  O'Day  another  officer  ?     A.  I  don't  know. 

Q.  Is  he  a  Standard  man?    A.  1  don't  know. 

Q.  Would  not  the  effect  of  such  circular,  by  giving  20  cents 
rebate  on  every  barrel  of  oil  shipped  from  the  oil  regions,  in 
consideration  of  its  being  shipped  over  a  particular  line,  neces- 
sarily be  to  drive  all  the  business  to  that  particular  line  ?  A.  I 
don't  think  they  all  shipped  over  a  particular  line;  I  don't 
think  the  United  Pipe  Line  did  ship  over  any  particular  line  ; 
I  think  the  object  of  our  getting  an  interest  in  it,  was  to  estab- 
lish tankage  at  a  place  to  protect  the  Lake  Shore  Eoad,  and  of 
course  in  protecting  the  Lake  Shore,  we  protected  the  New 
York  Central  as  against  the  Great  Western,  a  few  miles  be- 
tween Cleveland  and  the  wells. 

Q.  Does  not  Mr.  Worcester  sit  to-day  as  a  Director  of  that 
interest  ?     A.  He  is  a  representative  of  that  interest. 

Q.  Of  that  interest  in  the  pipe  line  ;  what  is  the  extent  of 
that  interest?  A.  I  really  don't  know  ;  about  a  hundred  thou- 
sand dollars,  I  think. 

Q.  Isn't  it  more — about  $i!.",0,0t;0?  A.  I  don't  know;  it  may 
be  ;  I  think  not. 

Q.  That  never  was  your  personal  interest  at  all  ?  A.  Never, 
sir,  not  a  penny  ;  I  think  Mr.  Stone  at  that  time  was  the  acting 
man  for  the  Lake  Shore  Eoad  in  that  thing,  and  it  was  done 
at  his  advice. 

Q.  Do  you  remember  the  contest  that  was  waged  between 
you  and  the  Erie  Eailway  Company  and  the  Standard  Com- 
pany on  the  one  side,  and  the  Pennsylvania  and  the  Empire 
Transportation  Company  on  the  other  side,  in  1877,  in  relation 
to  the  oil  traffic?     A.  I  never  knew  there  was  such  a  contest. 

Q.  Then  Mr.  Cassatt  is  quite  wrong  when  he  says  that  the 
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Standard  Company  objected  to  the  Pennsylvania  Railway 
Company  being  in  the  oil  business  through  the  instrumentality 
of  the  Empire  Transportation  Company,  and  that  in  that  ob- 
jection he  was  supported  by  Mr.  Vanderbilt,  President  of  the 
New  York  Central  Railway  Company,  and  Mr.  Jewett,  Presi- 
dent of  the  Erie  Railway  Company  ?  A.  Mr.  Cassatt,  if  he  so 
stated,  I  have  no  doubt  had  that  impression,  but  he  was  mis- 
taken ;  my  idea  of  the  matter  was,  that  the  Erie  Road  and  the 
New  York  Central  Road  protested  against  any  competitor  of 
theirs  in  the  way  of  railroads  being  engaged  in  pipe  lines — 
being  engaged  in  the  transportation,  refineries,  etc. ;  that  was 
the  fight ;  the  Standard  Oil  Company  had  nothing  to  do  with 
it ;  we  never  insisted  that  he  should  sell  to  the  Standard  ;  w  e 
did  not  care  whom  he  sold  to ;  never  made  that  point ;  never 
did,  and  I  don't  think  Mr.  Jewett  did. 

Q.  "Was  not  Mr.  Rockefeller,  or  Mr.  Flagler,  or  Mr.  Bost- 
wick,  or  Mr.  O'Day,  present  at  some  of  those  interviews  ?  A. 
I  don't  know  Mr.  O'Day  from  the  side  of  the  house. 

Q.  Were  not  some  of  those  gentlemen  that  I  have  named 
present  at  the  interview  ?     A    Not  to  my  knowledge. 

Q.  Wasn't  he  present,  at  interviews,  whether  of  Presidents 
or  otherwise,  at  which  that  question  arose  between  the  Penn- 
sylvania Company  and  your  respective  corporations,  and  took 
part?  A.  He  may  have  been  present  at  some  .conversation 
that  we  had  outside,  but  he  never  was  present,  that  I  remem- 
ber, at  any  stated  meeting  of  the  Presidents  of  the  roads. 

Q.  Then  it  was  an  accident  which  induced  the  Standard  Oil 
Company  to  part  with  a  million  dollars  to  buy  out  the  Empire 
Transportation  Company  in  1877,  was  it  ?  A.  The  Standard 
Oil  people  can  tell  you  that ;  I  cannot. 

Q.  Did  not  that  practically  do  away  with  the  only  competi- 
tor that  the  Standard  Oil  people  had?  A.  I  know  when  I 
saw  that  in  the  newspapers,  I  was  very  much  surprised ;  I  was 
surprised  at  the  amount  of  money  that  they  could  raise  so 
readily. 

Q.  Did  not  that  practically  do  away  with  the  only  com- 
petitor that  the  Standard  Oil  people  had?  A.  When  was 
that? 

Q.  That  was  in  the  autumn  of  1877?  A.  I  think  not; 
I  think  they  have  bought  out  several  people  since  then. 

Q.  The  several  people  were  very  small  competitors,  weren't 
58 
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they  ?  A.  I  don't  know ;  they  were  competitors  or  they 
would  not  have  bought  them  out. 

Q.  That  is  their  habit,  of  buying  out  the  people  who  break 
down  under  their  opposition,  isn't  it?  A.  I  don't  know  that 
they  bought  them,  only  that  is  the  rumor  that  they  did,  and 
I  suppose  they  did  ;  I  have  it  from  common  report, 

Q.  Do  you  remember  the  reduction  of  the  rate  to  80  cents 
net,  to  the  Standard  Oil  Company,  in  July,  1877  ?  A.  I  do 
not,  sir. 

Q.  Do  you  remember  any  such  reduction  in  July,  1878? 
A.  I  do  not,  sir. 

Q.  Do  you  remember  that  that  was  the  rate  at  which  you 
carried  for  the  Standard  Oil  Company,  net?  A.  I  do  not;  if 
you  havo  the  evidence  of  it  I  have  no  doubt  it  is  so,  but  I 
don't  remember. 

Q.  Mr.  Cassatt  being  confronted  with  the  statements  from 
the  office  of  his  company,  and  asked  in  relation  to  the  July 
report,  says :  "  Mr.  Justice  explains  to  me  now  that  in  July, 
"  at  Saratoga,  by  agreement  among  the  trunk  lines  the  rate 
"  was  reduced  to  New  York  to  80  cents  a  barrel,  net,  clear  of 
"  all  rebates  ;  we  learned  at  that  time  the  fact,  which  the  New 
"  York  Central  and  Erie  Eoads  admitted,  that  they  had  made 
"  this  80-cent  rate  from  May,  and  under  our  arrangement  with 
"  the  Standard  Oil  Company  we  were  to  make  the  same  rates 
"  that  the  other  lines  did ;  we,  therefore,  rebated  to  them  back 
"  the  20  cents  ;  "  do  you  remember  making  any  such  rebate  ? 
A.  No,  sir. 

Q.  Any  such  reduction  ?  A.  No,  sir  ;  I  don't  remember  any 
of  the  details  about  it. 

Q.  Do  you  know  what  the  rate  to  the  general  public  was  at 
the  time  the  reduction  was  made,  if  at  any  time  to  80  cents? 
A.  I  do — no  not  now  ;  I  don't  remember. 

Q.  Do  you  remember  a  conference  of  the  presidents  of  the 
railway  companies  at  which  a  reduction  was  agreed  to,  to  the 
Standard  Oil  Company  ?  A.  I  remember  attending  several 
conferences  of  the  Presidents,  at  which  rates  came  up,  but  the 
result  of  those  conferences  I  cannot  remember. 

Q.  "What  was  the  amount  of  the  rebate  which  was  allowed 
to  the  Standard  ?    A.  I  really  don't  know. 

Q.  Was  there  a  rebate  allowed  to  the  Standard  ?    A.  I  have 
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no  doubt  of  that ;  I  suppose  there  was ;  I  don't  know  though, 
positively ;  I  think  there  was. 

Q.  Did  not  that  rebate  increase,  from  year  to  year,  so  that 
the  rate  decreased  from  year  to  year,  with  the  Standard  ?  A. 
I  really  don't  know,  Mr.  Rutter  can  give  you  all  that  infor- 
mation. 

Q.  We  have  had  Mr.  Rutter  on  the  stand  and  he  did  not 
give  us  that  information?  A.  He  knew  three  times  as  much 
as  1  did  about  it,  for  he  did  the  business  and  I  did  not ;  you 
ply  me  with  things  that  are  new  to  me,  and  I  can't  answer 
them ;  you  suggest  things  that  are  so  inconsistent  with  our 
method  of  doing  the  business,  and  of  course  your  suggesting 
it  intimates  to  me  that  you  must  have  some  knowledge  about 
it,  and  I  have  no  knowledge  and  I  can't  tell,  and  therefore  you 
must  get  it  from  Mr.  Rutter  ;  I  don't  know. 

Q.  Don't  you  know  that  you  gave  a  rebate  to  the  American 
Transfer  Company  of  2(J  cents  a  barrel,  or  a  payment  of  20 
cents  a  barrel  on  all  oil  shipped  over  your  road  ?  A.  I  don't 
know  that  we  ever  paid  the  American  Transfer  Company  a 
dollar  ;  if  we  did  I  have  no  knowledge  of  it. 

Q.  Let  me  draw  your  attention  to  Mr.  Cassatt's  testimony 
in  that  particular  ?  A.  I  never  heard  of  it  until  I  came  in  the 
room  the  other  day — the  American  Transfer  Company. 

By  Mr.  Bubrill  : 

Q.  You  mean  you  never  heard  of  that  company?  A.  I 
never  heard  of  it — connected  with  oil. 

By  Mr.  Sterne  : 

Q.  You  don't  know  any  such  pipe  line,  do  you  ?  A.  I  do 
not. 

Q.  Never  heard  of  such  a  pipe  line  ?  A.  I  never  heard  of  it 
until  I  came  in  the  room  here  the  other  day  ;  there  may  be 
such  a  concern  and  a  large  one,  but  I  never  heard  of  it. 

Q.  You  were  present  at  a  conference  in  1878,  were  you  not, 
of  Presidents,  in  relation  to  the  oil  business  ?  A.I  may  have 
been. 

Q.  Wasn't  there  then,  immediately  after  the  Empire  Trans- 
portation Line  had  been  bought  out,  an  agreed  division  of  the 
oil  traffic  of  the  Standard  Oil  Company  with  the  Pennsyl- 
vania ?    A.  Where  was  that  conference  ? 
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Q.  Saratoga.    A.  An  agreed  division  ? 

Q.  Yes,  of  the  Standard  Oil  business  ?  A.  I  don't  know  but 
there  was  ;  but  I  don't  remember  the  particulars  of  it. 

Q.  Do  you  remember  the  conference  in  1879,  in  relation  to 
the  oil  traffic,  of  railway  Presidents,  just  before  this  Committee 
came  here?     A.  I  wasn't  there  ;  I  have  not  attended  any. 

Q.  Not  at  the  Windsor  Hotel,  in  New  York  ?     A.  No. 

Q.  Not  at  Saratoga,  here  ?  A.  No  ;  or  anywhere  else  except 
on  a  Saratoga  piazza  a  year  and  over  ago,  or  one  or  two  years 


Q.  Was  that  the  last  conference  that  was  had  in  relation  to 
the  rates  that  was  to  be  fixed  to  the  Standard  Oil  Company  ? 
A.  The  last  one  I  was  at. 

Q.  Do  you  know  what  the  rate  to  the  Standard  Oil  Com- 
pany is  now  ?     A.  No ;  I  do  not. 

Q.  Do  you  know  whether  the  rate  that  you  make,  whatever 
it  is,  pays  to  the  Company  for  carrying  that  oil?  A.  Pays 
what? 

Q.  Pays  the  company  for  carrying  ?  A.  1  don't  know  what 
the  rate  is,  therefore,  I  can't  say  whether  it  pays  or  whether 
it  don't. 

Q.  Is  it  possible  that  20  cents  a  barrel  on  all  oil  shipped 
over  your  road  could  be  paid  out  of  your  treasury  without 
your  knowledge  ?  A.  Yes ;  if  Mr.  Eutter  signed  the  voucher 
for  it,  it  would. 

Q.  And  the  check  does  not  need  your  signature  ?  A.  No,  sir 
— Yes  ;  the  checks  may  need  my  signature  ;  my  signature  is 
on  all  checks,  but  it  is  lithographed. 

Q.  Mr.  Cassatt  swears  in  relation  to  his  contract  with  the 
American  Transfer  Company,  to  which  he  testifies  he  paid  in 
one  month,  on  this  20  cents  per  barrel  arrangement,  $68,000 
out  of  the  treasury'  of  the  Pennsylvania  Koad  ;  that  he  was  in- 
duced to  make  the  agreement  with  the  American  Transfer 
Company  under  these  circumstances — I  will  refer  you  to  it  here- 
after ;  let  me  read  to  you  this  part  of  Mr.  Cassatt's  testimony  : 
"A.  We  .made  them  (speaking  of  the  Standard  Oil  Company) 
"  no  allowances,  excepting  the  10  per  cent.,  during  the  months 
"  you  named  ;  up  to  the  1st  of  May  we  charged  the  Standard 
"  Oil  Company  exactly  what  we  charged  the  other  parties  in 
"  accordance  with  the  contracts  the  Empire  Company  had  with 
"  them,  and  which  we  agreed  to  carry  out.     Q.   tip  to  the  1st 


1579 

"  of  May,  1878  ?  A.  Until  the  contracts  expired.  Q.  Mr. 
"  Cassatt,  was  not,  and  is  not,  this  American  Transfer 
"  Company  identical  with  the  Standard  people  ;  is  it 
"  not  an  instrument  of  theirs  ?  A.  I  have  no  knowl- 
"  edge  on  that  subject  just  now.  Q.  Isn't  this  allow- 
"  ance  of  22£  cents  to  the  American  Transfer  Company  in 
"  effect  a  disregard  of  the  agreement  that  these  other  shippers 
"  were  to  have  equal  rates  under  these  contracts  with  the  Em- 
"  pire  ?  A.  I  don't  think  that  it  is,  sir.  Q.  In  this  account 
"  that  has  been  furnished  us  by  Mr.  Justice,  of  the  crude  oil 
"  shipments  by  the  Green  Line  during  the  months  of  Febru- 
"  ary  and  March,  1878,  to  New  York,  Philadelphia  and  Balti- 
"  more,  I  notice  an  entry  of  an  allowance  of  an  aggregate 
•'  total  of  $68,758.50  as  paid  to  the  American  Transfer  Com- 
"  pany  through  Daniel  O'Day,  General  Manager  ;  is  that  the 
"  payment  of  this  22-|  cents,  of  which  you  have  already  spoken  ? 
"A.  Tes,sir;  that  is,  so  Mr.  Justice  tells  me.  Q.  That  would  not 
"  be  22^  cents,  that  would  be  only  20  cents?  A.  The  first  al- 
"  lowance  was  only  20  cents ;  it  was  afterwards  increased  to  22^ 
"  cents.  Q.  Then,  during  the  months  of  February  and 
"  March,  which  this  gives,  it  was  only  20  cents  ?  A.  I  do  not 
"  know  when  it  was  increased  to  22J  cents,  but  some  time  in 
"  the  spring  or  summer  of  that  year.  Q.  This,  you  have 
"  stated,  Mr.  Cassatt,  that  you  agreed  to  and  did  pay  this 
"  money  upon  being  informed  by  Mr.  O'Day  that  similar  or 
"  larger  sums  had  been  paid  by  the  other  railroad  companies 
"  to  the  American  Transfer  Company  ?  A.  After  seeing  the 
"  papers  under  which  the  settlements  between  those  com- 
"  panies  (these  companies  refer  to  the  New  York  Central  and 
"  the  Erie  Companies)  and  the  American  Transfer  Company 
"  were  made  I  had  them  here  in  Philadelphia ;  they  sent  them 
"  here  to  me  for  inspection  before  I  agreed  to  make  that  allow- 
"  ance.  -  Q.  Mr.  O'Day  exhibited  them  to  you?  A.  He  sent 
"  them  to  me  ;  I  had  them  in  my  possession  for  several  days, 
"  and  sent  them  back.  Q.  Did  Mr.  O'Day  make  a  demand 
"  for  the  equivalent  off  your  roacl  ?  A.  He  asked  that  we  should 
"  make  the  same  allowance,  by  letters  which  you  have  asked 
"  me  to  produce,  and  which.  I  will  produce.  Q.  In  the  ac- 
"  count  with  the  Pennsylvania  Eailrond  Company  with  the  Le- 
"  high  Valley  Eailroad  Company  for  the  month  of  August,  1878," 
etc. ;  now,  are  there  any  papers  in  the  possession  of  Mr.  O'Day, 
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or  in  the  possession  of  your  company,  snowing  this  payment 
of  20  cents  per  barrel,  or  22^  cents  per  barrel,  on  all  oil  ship- 
ped over  your  road  for  the  American  Transfer  Company  ?  A. 
I  don't  know ;  I  never  heard  of  it  before — this  American  Trans- 
fer Company. 

Q.  Let  me  draw  your  attention  to  the  letter  written  by  Mr. 
O'Day  to  the  Pennsylvania  Itailroad  Company. 

Mr.  Depew — Do  you  intend  that  what  you  read  from  that 
testimony,  by  way  of  information,  to  then  base  a  question  after- 
wards upon  it,  to  go  down  into  the  record  as  part  of  the  testi- 
mony ? 

Mr.  Sterne — Yes,  sir. 

Mr.  Depew — I  do  not  object  to  its  being  used  as  the  basis 
of  an  examination,  but  the  objection  is,  to  incorporating  into 
the  question  Mr.  Cassatt's  testimony,  which  has  not  been 
verified. 

Mr.  Borrill — The  difficulty  is  this,  the  counsel  reads  a  large 
number  of  questions  and  answers  from  the  testimony  of  Mr. 
Cassatt,  and  on  that,  bases  the  questions  put  to  Mr.  Vander- 
bilt ;  there  is  no  objection  to  his  reading  that  to  Mr.  Van- 
derbilt,  and  then  putting  the  question  he  desires  ;  there  is  no 
objection  to  the  stenographer  stating  the  fact  that  Mr.  Sterne 
refers  to  certain  portions  of  Mr.  Cassatt's  testimony,  and  then 
asks  Mr.  Vanderbilt  a  question,  and  the  answer  will  follow ; 
the  difficulty  will  be,  when  this  comes  to  be  printed  it  will  be 
printed  in  such  manner  that,  without  some  trouble,  these 
questions  and  answers  that  have  been  put  to  and  given  by  Mr. 
Cassatt  will  be  liable  to  be  taken  as  questions  put  to  and  an- 
swers given  by  Mr.  Vanderbilt ;  that  is  the  difficulty. 

The  Chairman — No,  there  will  not  be  that  difficulty;  all  the 
printed  copies  are  furnished  by  the  stenographer  to  you  in 
the  first  instance,  and  anything  that  will  be  liable  to  leave  a 
wrong  impression  will  be  corrected. 

Q.  Let  me  draw  your  attention  to  this  clause  in  Mr.  O'Day's 
letter,  directed  to  Mr.  Cassatt,  third  Vice-President  of  the 
Pennsylvania  Eailway  Company,  and  dated  at  the  office  of  the 
American  Transfer  Company,  Oil  City,  Pennsylvania,  February 
15th,  1878,  in  which  he  says  :  "  I  here  repeat  what  I  once 
"  stated  to  you,  and  which  I  asked  you  to  receive  and  treat  as 
"  strictly  confidential,  that  we  have  been  for  many  months 
"  receiving  from   the   New   York   Central   &  Erie   Eailroads, 
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"  certain  sums  of  money,  in  no  instance  less  than  20  cents  per 
"  barrel,  on  every  barrel  of  crude  oil  carried  by  each  of  those 
"  roads.  Cooperating  as  we  are  doing  with  the  Standard  Oil 
"  Company  and  the  trunk  lines  in  every  effort  to  secure  for 
"  the  railroads,  paying  rates  of  freight  on  the  oil  they  carry,  I 
"  am  constrained  to  say  to  you,  that  in  justice  to  the  interest 
"  I  represent,  we  should  receive  from  your  company,  at  least 
"  20  cents  on  each  barrel  of  crude  oil  you  transport.  The  fruit 
"  of  the  cooperation  referred  to,  has  been  fully  evidenced," 
etc. ;  and  then  he  proceeds  to  insist  upon  that  payment  of  20 
cents  per  barrel  as  being  less  than  the  amount  received  from 
the  New  York  Centra]  and  Erie  Railway  Companies,  on  all 
oil  shipped  over  those  roads,  whether  through  their  pipe 
line  or  not,  and  there  is  an  answer  thereto  in  which  there  is 
an  agreement  by  the  Pennsylvania  Company  to  pay  it,  and  the 
Pennsylvania  Company  did  thereupon  pay,  according  to  the 
vouchers  produced  in  testimony,  over  $b'8,000  ;  now,  do  you  say, 
that  you  know  nothing  of  the  American  Transfer  Company,  or 
of  any  payment  made  by  your  corporation  to  the  American 
Transfer  Company  ?  A.  I  don't  know  anything  about  it ;  it 
may  have  been  paid  to  the  Standard  Oil  Company,  and  they 
give  it  to  the  American  Transfer  Company ;  that  we  don't 
know  anything  about. 

Q.  Do  you  or  do  you  not  know  whether  the  American 
Transfer  Company  is  the  same  sis  the  Standard  Oil  Company? 
A.  I  do  not. 

Q.  Do  you  not  know  that  Mr.  O'Day  is  practically  the  cus- 
todian and  Treasurer  of  the  funds  of  the  American  Transfer 
Company?  A.  I  don't  know  Mr.  O'Day  from  a  side  of  sole 
leather. 

Q.  Don't. you  know  him  in  connection  with  the  Standard 
Oil  Company's  arrangements?  A.  I  do  not ;  when  I  come  to 
see  him,  I  may  know  him,  but  I  don't  know  him  as  Mr.  O'Day 
at  all ;  I  never  did  any  business  with  him  in  any  way  that  I 
know  of. 

Q.  Let  me  draw  your  attention  to  this  part  of  Mr.  Ca«satt's 
testimony  in  relation  to  Mr.  O'Day  and  the  American  Trans- 
fer Company  ;  he  says  :  "  I  think  the  first  knowledge  I  had 
"  of  there  being  such  a  company  was  when  Mr.  O'Day,  in  Feb- 
"  ruary,  asked  this  commission  to  be  paid  to  them,  and  ex- 
"  plained  to  me  what  pipe  lines  they  owned  and  controlled 
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"  and  what  the  other  roads  had  been  doing  for  them.  Q.  It 
"  was  in  February,  1878  ?  A.  I  think  so ;  I  do  not  think  I  had 
"  any  knowledge  of  this  before.  Up  to  that  time  I  supposed 
"  the  pipe  lines  which  were  controlled  and  owned  by  the'  Aineri- 
"  can  Transfer  Company  were  controlled  by  the  United  lines  ;" 
now,  do  you  know  anything  of  the  American  Transfer  Com- 
pany as  a  transporter  ?  A.  My  dear  sir,  I  told  you  that  a 
dozen  times  at  least. 

Q.  What  ?  A.  I  never  heard  anything  of  them  at  all :  I 
don't  know  anything  about  it. 

Q.  Will  you  produce  from  your  books  whatever  payments 
appear  to  have  been  made  to  the  American  Transfer  Company 
upon  your  books  ?     A.  Certainly  I  will. 

Q.  If  the  American  Transfer  Company  is  the  Standard  Oil 
Company  and  such  payment  was  made  to  it,  then  there  was  a 
rebate  made  to  the  Standard  Oil  Company  other  than  was 
made  to  any  other  shipper,  was  there  not  ?  A.  I  don't  know ; 
I  can't  tell ;  if  it  was,  that  is  Mr.  Rutter's  business. 

Q.  The  Standard  Oil  Company  has  control,  has  it  not,  of 
your  terminal  facilities  as  to  oil '?  A.  Of  our  terminal  facili- 
ties? 

Q.  Yes  ?  A.  We  deliver  the  oil  to  the  Standard  Company 
in  pipes  alongside  of  our  tracks ;  they  have  a  pipe  extending 
three  or  four  blocks,  stretching  right  along  by  our  tracks,  and 
they  pump  the  oil  from  the  cars  right  over  to  Hunter's  Point. 

Q.  Has  any  other  company  any  such  facility  ?  A.  No  ;  no 
one  else  ever  applied  for  it ;  if  they  had  applied  for  it  they 
would  have  got  it. 

Q.  Do  you  pay  them  anything  for  that  ?  A.  I  think  we  give 
them  for  that  and  other  considerations  of  providing  storage 
and  so  on,  for  oil  that  may  be  shipped  over  our  road,  we  pay 
them,  I  think,  ten  cents  a  barrel. 

Q.  Don't  you  pay  them  ten  cents  a  barrel  whether  the  oil  is 
delivered  to  them  or  not  ?  A.  I  don't  know ;  I  didn't  know 
that  until  yesterday  Mr.  Depew  handed  me  that  paper  ;  I 
hadn't  seen  any  of  these  papers  ;  I  could  not  have  answered  it 
if  I  had  not  read  it  there  yesterday. 

Q.  Isn't  the  oil  traffic  an  important  part  of  the  traffic  oyer 
your  road  ?  A.  It  is ;  so  is  the  passengers  and  other  freight 
and  I  don't  give  it  that  attention  ;  I  have  turned  that  business 
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over  to  some  one  else  ;  I  have  got  a  first  rate  man  to  attend  to  it 
and  it  is  his  business  to  attend  to  it. 

Q.  Haven't  you  heard  in  Pennsylvania  and  Western  New 
York,  loud  complaints  of  the  effect  of  creating  the  Standard  Oil 
monopoly  ?  A.  I  have  seen  a  great  many  complain  in  the  papers 
about  this  and  about  other  things,  and  about  what  you  are 
doing  here,  and  it  goes  in  one  ear  and  out  of  the  other ;  I  do 
not  pay  any  attention  to  it. 

Q.  You  didn't  think,  when  the  complaint  was  made,  that 
_  the  trunk  lines  were  creating  a  monopoly,  which  was  crushing 
out  all  opposition  and  all  rivalry,  that  it  was  your  business  to 
discover  whether  or  not  that  complaint  was  well  founded?  A. 
I  told  you  on  the  start,  my  idea  about  the  oil  business,  and  it 
is  in  the  hands  of  Mr.  Kutter,  and  he  has  got  to  do  just  exactly 
what  our  opponents  and  what  our  rivals  are  doing  in  it ;  we 
did  not  get  any  of  their  business  at  all,  for  a  year  or  two. 

Q.  What  years  were  they  ?  A.  I  declare,  I  don't  know — 
some  years  ago  ;  they  did  not  give  us  any  business  at  all,  be- 
cause we  stood  out ;  I  went  down  to  Titusville  and  attended 
these  meetings,  as  I  told  you,  and  I  stood  out,  and  we  did  not 
get  any  of  their  business — didn't  get  anybody's  business. 

Q.  Wouldn't  you  now  be  better  off,  if  you  didn't  have  any 
of  their  business  at  all?     A.  Wouldn't  we  ? 

Q.  Yes.     A.  I  don't  know  about  that,  I  guess  not. 

Q.  Does  it  pay  your  company  to  carry  oil  at  less  than  '20 
cents  a  barrel,  from  the  oil  regions  to  New  York  and  run  the 
cars  back  empty?  A.  It  is  all  owing  to  circumstances  whether 
it  does  or  not ;  it  is  all  owing  to  what  competition  we  have 
got ;  we  may  carry  it  for  30  or  b'O  or  90  days  for  10  cents  a 
barrel ;  if  at  the  end  of  that  time,  we  were  going  to  get  a  good 
price  for  doing  it,  if  we  had  a  fight,  and  was  successful  in  it  and 
was  going  to  get  a  good  business ;  it  is  just  like  any  other  busi- 
ness. 

Q.  Has  it  paid  your  company  for  a  year  and  a  half  back  to 
carry  the  oil  from  Titusville  and  the  oil  regions  to  New  York  ? 
A.  We  think  so  ;  sometimes  they  haven't  sent  our  quantities  of 
oil ;  the  proof  that  we  think  so  is,  they  haven't  given  us  what 
we  thought  was  a  fair  proportion  of  the  oil  and  we  made  a 
time  about  it — that  they  were  not  giving  us  enough  business. 

Q.  How  do  you  know  when  you  get  your  fair  proportion  of 
59 
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oil  from  the  Standard  people  ?  A.  Mr.  Eutter  can  tell  you;  I 
don't  know. 

Q.  Don't  you  exchange  statements  from  week  to  week,  or 
from  month  to  month,  with  other  trunk  lines  ?  A.  I  don't 
know  ;  that  is  a  matter  of  detail,  Mr.  Eutter  can  tell  you. 

Q.  Do  yon  remember  Mr.  Lombard  calling  upon  you  and 
asking  for  transportation?     A.  Yes,  half  a  dozen  times. 

Q.  Did  he  get  the  transportation  for  the  oil  that  he  asked 
for?  A.  When  do  you  mean — when  did  he  call;  one  thing  he 
did  get,  he  or  anybody  else  that  ever  came  there  for  transpor- 
tation of  any  kind — he  got  either  the  transportation  or  a  satis- 
factory reason  why  he  didn't  get  it ;  he  was  always  treated 
civilly,  and  went  away  leaving  me  to  suppose  that  he  was  satis- 
fied ;  what  he  said  afterwards  I  don't  know. 

Q.  Do  you  think  a  satisfactory  reason  is  equivalent  to  trans- 
portation ?     A.  Certainly. 

Q.  It  is  ?  A.  If  I  copld  not  give  him  the  transportation  I 
gave  him  a  satisfactory  reason  for  it,  and  he  expressed  himself 
satisfied  ;  that  is  the  end  of  it. 

Q.  Does  the  Standard  Company  own  any  of  the  oil  cars  over 
your  road  ?  A.  I  guess  the  Standard  are  shipping  some  of 
their  cars  over  our  road. 

Q.  How  many  oil  cars  have  you  ?     A.  Who  ? 

Q.  You.  A.  I  don't  know  ;  our  inventory  will  tell ;  I  think 
Poor's  Manual  states  it. 

Q.  Is  3'our  equipment  sufficient  for  the  transportation  of  all 
the  oil  that  is  offered  ?     A.  No. 

Q.  Practically,  don't  the  Standard  Company  employ  ahead 
your  whole  equipment  ?  A.  Oh,  no  ;  we  have  got  a  man  that 
looks  after  that  business  specially — the  oil  business. 

Q.  Do  you  or  do  you  not  know  whether  or  not  the  Standard 
Oil  Company  employ  in  advance  your  whole  oil  equipment? 
A.  Why,  no  ;  we  own  cars  now  that  are  on  side  Iracks  all 
over  New  England,  that  are  in  the  oil  business. 

Q.  Do  you  know  whether  that  goes  through  the  Standard  or 
not?  A.  If  we  can  get  hold  of  them;  people  own  them  the 
same  way  that  the  Standard  own  theirs  ;  they  own  the  tanks 
and  we  own  the  trucks  ;  these  fellows  get  them  off  there  ;  our 
bargain  is  that  they  shall  use  them ;  we  cannot  get  hold  of 
them  to  use  them. 
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Q.  The  equipment  of  your  own  road?  A.  These  parties  own 
the  tanks  and  we  own  the  trucks. 

Q.  Do  you  or  not  know  whether  the  Standard  Oil  Company 
uses  its  own  equipment  over  your  own  road  in  great  part?  A. 
Only  in  so  far  as  we  have  not  enough  to  supply  them. 

The  Chaieman — Let  me  understand  ;  where  the  Standard  Oil 
Company  furnishes  cars,  do  they  furnish  the  tanks  and  you  the 
trucks,  or  do  they  furnish  the  entire  car  ? 

The  Witness— No,  I  think  within  a  year  or  two,  the  Stand- 
ard Oil  Company — two  or  three  years — have  furnished  trucks 
and  tanks  both  on  other  roads,  nnd  I  guess  they  run  some  of 
them  on  our  road  ;  out  they  have  never  done  so  with  our  con- 
sent, but  they  get  there  in  connection  with  ours  to  enable  them 
to  give  us  our  share  of  the  oil ;  we  haven't  cars  enough  to 
enable  them  to  do  so  ;  I  think  we  have  sot  four  or  five  hun- 
dred. 

Q.  Do  you  know  who  the  Standard  Oil  people  are?  A.I 
know  Mr.  Flagler  and  the  two  Rockefellers. 

Q.  Do  you  know  Charles  Pratt  &  Co.  as  one?     A.  No,  sir. 

Q.  Bostwick  as  another?  A.  I  know  Mr.  Bostwick ;  I  un- 
derstand that  Mr.  Bostwick  is  independent  of  the  Standard  Oil 
Company ;  but  at  the  same  time  he  has  an  interest  in  the 
Standard  Oil  Company,  a  part  of  his  matters  are  independent 
of  them. 

Q.  Do  you  understand  the  stime  as  to  Charles  Pratt  & 
Company?     A.  I  don't  know  them  at  all. 

Q.  The  Devoe  Manufacturing  Company?  A.  Years  ago  I 
knew  Devoe  of  the  Devoe  Manufacturing  Company  ;  did  busi- 
ness with  them,  but  I  don't  know  whether  they  are  p;trt  of  the 
Standard  or  not  ? 

Q.  Don't  you  know  you  make  a  rebate  to  the  Standard 
equivalent  to  the  amount  charged  for  shipment  to  and  from 
Cleveland,  which  you  don't  make  to  anybody  else  ?     A.  No. 

Q.  If  that  is  done,  is  it  done  with  your  assent?  A.  I  don't 
know  anything  about  it. 

Q.  You  don't  know  anything  about  it  ?  A.  No,  sir  ;  it  may 
be  done. 

Q.  Who,  except  Mr.  Kutter,  knows  anything  about  it?  A. 
I  think  Mr.  Rutter  makes  those  arrangements  ;  I  don't  know 
who  else  does. 

Q.  Mr.  Rutter  has  gone  to  Europe  ;  who  has  charge  of  that 
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department  in  your  office  ?  A.  Mr.  Newell  would  know,  prob- 
ably, of  the  Lake  Shore. 

Q.  Mr.  Cassatt  refers  to  an  agreement  as  to  the  arrangement 
of  July,  1878  ;  he  says  that  the  arrangement  was,  that  the 
Standard  should  have  a  further  reduction  of  15  cents  a  barrel, 
entered  into  bj'  all  the  companies  ;  it  was  agreed  to  by  all  the 
companies ;  on  page  68  of  this  testimony ;  do  you  remember 
that  agreement  ?  A.  No,  I  don't  remember  that  Mr.  Cassatt 
was  there,  either,  when  the  agreement  was  made  I  don't  think 
he  was  ;  I  think  Colonel  Scott  represented  the  road  ;  Mr.  Cas- 
satt may  have  been  in  occasionally  ;  but  I  think  Mr.  Cassatt 
is  one  of  the  general  managers  ;  and  Mr.  Rutter  and  Mr. 
Blanchard ;  I  don't  think  that  they  were  present  at  the  inter- 
view of  the  presidents. 

Q.  Do  you  remember  the  circumstances  which  induced  you 
to  make  a  reduction  to  the  Standard  at  that  time,  whatever  it 
was?     A.  I  do  not. 

Q.  Well,  do  }rou  say  that  you  do  not  remember  the  purport 
of  that  interview  ?     A.  I  do  distinctly  say  so. 

Q.  You  don't  remember  ?  A.  I  do  distinctly  say  that  I  don't 
remember. 

Q.  You  don't  remember  that  there  were  reductions  then 
made,  which  was  to  make  the  net  rate  to  the  Standard  80  cents 
a  barrel  for  its  shipments  to  New  York  from  Cleveland,  on  re- 
fined? A.  At  the  time  of  that  meeting  when  you  say  the 
Standard  bought  these  other  people  out  ? 

Q.  After  they  bought  them  out  ?  A.  I  don't  remember,  but 
it  strikes  me  that  the  rate  then  went  up  instead  of  going  down, 
I  don't  know  anything  about  it ;  I  do  not  say  that  I  remember 
about  it ;  that  is  only  a  conclusion. 

Q.  Don't  you  remember  that  in  consequence  of  the  canal 
competition  the  rate  went  clown  ?    A.  At  that  time  ? 

Q.  At  that  time.  A.  Lower  than  it  had  been  in  the  con- 
test with  the  Empire  Transportation  Company  ? 

Q.  After  the  contest  with  the  Empire  Transportation  Com- 
pany?    A.  No. 

Q.  And  that  that  was  the  occasion  for  the  meeting  at  Sara- 
toga?    A.  No;  I  don't  remember  it. 

Q.  To  enable  the  Standard  to  meet  that  new  opposition  ? 
A.  I  don't  remember  it. 

Q.  Don't  you   remember  that  the  Standard  did  succeed  in 
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crushing  out,  to  a  very  large  degree,  other  refiners  throughout 
the  United  States  ?  A.  No  ;  what  do  you  mean  by  crushing 
them  out,  buying  them  out  ? 

Q.  Well,  ending  their  existence.  A.  Well,  I  don't  actually 
know  that  they  ever  bought  one  refinery  ;  I  have  no  knowledge 
in  any  way,  shape  or  manner  of  that  matter,  except  what  I  get 
from  the  newspapers. 

Q.   You  never  took  the  trouble  to  inquire  ?     A.  No. 

Q.  Did  you  hear  of  the  proceedings  that  had  been  institu- 
ted ?     A.  I  dicin't  have  any  interest  in  them. 

Q.  Did  you  hear  or  know  of  the  proceedings  that  had  been 
instituted  in  Pennsylvania  to  indict  the  Standard  Oil  people 
for  conspiracy?  A.  I  saw  in  the  newspapers  that  they  had 
been  indicted,  and  that  there  was  a  good  deal  of  excitement  in 
Titusville  ;  I  read  all  those  things  the  same  as  I  read  about 
this  De  Young-Kalloch  matter  in  San  Francisco  the  other  day, 
but  I  can't  tell  you  anything  about  it  now. 

Q.  Didn't  yon  read  documents  that  were  sent  to  you,  show- 
ing the  destruction  of  the  oil  refining  business  in  Western  New 
York  and  Western  Pennsylvania  ?  A.  I  don't  know  that  they 
were  sent ;  if  I  did  I  don't  know  it. 

Q.  You  never  saw  any  such  documents?  A.  I  may  have 
glanced  them  over  and  tossed  them  one  side. 

By  Mr.  Buhrill  : 

Q.  You  have  no  knowledge  or  recollection  now  ?  A.  No ;  I 
don't  recollect  it  now. 

By  Mr.  Sterne  : 

Q.  Can  you  tell  the  Committee  at  what  rate  you  are  carrying 
this  oil  now  for  the  Standard  ?     A.  I  don't  know. 

Q.  Have  you  any  means  of  knowing  ?  A.  Oh,  I  could  know, 
I  suppose  ;  I  could  know  by  seeing  Mr.  Butter. 

Q.  Mr.  Butter  is  in  Europe  ?     A.  Well. 

Q.  Isn't  there  somebody  else  who  knows?  A.  They  may 
know  iu  the  freight  office. 

Q.  Do  you  know  whether  you  treat  that  commodity  as  you 
treat  any  other  ?  A.  I  suppose  we  carry  it  the  same  as  the 
other  roads ;  they  can  tell  you  what  they  get ;  we  are  carrying 
at  the  same  price,  probably. 

Q.  For  the  Standard  people  ?     A.  I  suppose  so. 
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Q.  We  have  only  one  other  road  here  in  this  State  that  is  a 
trunk  line ;  that  is  the  Erie  ?     A.  Ask  them. 

Q.  They  may  not  know  ?     A.  I  am  sure  I  do  not. 

Q.  Can't  you   get   the   information   for   this  Committee ;  if 

there  is  any  commercial  reason  why  you  do  not  want  to  tell 

A.  No ;  there  is  no  reason  at  all ;  you  are  perfectly  welcome 
to  all  the  information  I  have  on  the  Standard  Oil  or  any  other 
matter ;  I  have  no  sympathy  with  them  at  all. 

Q.  Obtain  for  the  information  of  the  Committee  what  the 
net  rate  is  through  the  instrumentality  of  your  office  as  to  the 
Standard  Oil  people  ?     A.  Well,  if  anybody  knows. 

Q.  Don't  you  make  freight  bills  ?     A.  Me  ? 

Q.  No,  not  you  personally ;  I  mean  your  corporation  ?  A. 
I  suppose  they  do. 

Q.  Haven't  you  books  in  which  you  enter  freight  charges? 
A.  Yes,  sir ;  I  suppose  so. 

Q.  Therefore,  it  is  somebody's  business  to  know?  A.  Yes, 
sir  ;  I  don't  think  that  would  prove  anything,  what  was  on  the 
books. 

Q.  Of  course  not,  because  there  would  be  rebates  and  draw- 
backs?    A.  Probably. 

Q.  And  an  American  Transfer  Company  rate,  possibly  ? 
A.  Well,  what  I  have  sworn  to,  I  have  sworn  to  the  truth  ;  I 
don't  know  anything  about  the  American  Transfer  Company ; 
it  may  be  there,  and  all  that,  but  I  don't  know  anything 
about  it;  I  don't  know,  but  you  made  an  intimation  that  I 
did. 

Q.  No,  not  in  the  least ;  but  isn't  it  an  enormous  sum  of 
money,  on  the  whole  of  the  business  of  your  corporation  to 
pay  20  cents  a  barrel  on  all  oil  shipped  over  your  road?  A. 
Out  of  what  ? 

Q.  Out  of  the  whole  of  your  earnings  on  the  oil  business  ? 
A.  That  is  according  to  how  much  you  get  for  that  business  ; 
supposing  we  got  $2,  and  paid  20  cents  out  of  it ;  that  would 
not  be  very  much. 

Q.  As  an  aggregate  sum,  don't  you  carry  as  much  oil  as  the 
Pennsylvania  does  ?     A.  No,  I  think  not. 

Q.  Wasn't  it  agreed  between  you  at  the  conference  in  July, 
that  you  would  equally  divide  the  Standard  Oil  Company's 
business  ?     A.  On  what  came  to  New  York. 

Q.  Don't  the  bulk  of  it  come  to  New  York  ?     A.  No. 
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Q.  Does  63  per  cent,  of  it  come  to  New  York  ?  A.  I  forget 
what  the  per  centage  is;  65  per  cent.,  isn't  it? 

Q.  65  per  cent  ?     A.  63  per  cent.  Mr.  Blanchard  says. 

Q.  Do  you  get  oil  from  districts  to  which  the  Pennsylvania 
Company  has  no  access  ?  A.  I  don't  know ;  Mr.  Blanchard 
can  tell  you. 

Q.  If  the  Pennsylvania  Company  would  pay  the  American 
Transfer  Company,  at  'ZO  cents  a  barrel,  $68,000  in  one  month, 
wouldn't  yonr  payment  be  something  equivalent  to  that,  or 
like  that,  to  the  American  Transfer  Company  ?  A.  Not  if  we 
get  our  share  of  the  63  per  cent.,  and  they  carry  the  difference 
between  63  and  100. 

Q.  They  don't  carry  the  whole  difference — the  Baltimore  & 
Ohio  carries  a  part?     A.   That  don't  amount  to  much. 

Q.  Not  now,  but  at  that  time  it  did  ?     A.  Not  a  great  deal. 

Q.  That  is  a  sort  of  traffic  that  the  Baltimore  &  Ohio  bids 
for,  but  don't  carry,  to  use  your  phrase  ?  A.  They  never  did 
carry  a  great  deal. 

Q.  Wasn't  this  canal  outlet  to  New  York  made  because  these 
outside  companies,  and  outside  refiners  could  not  get  any  oil 
shipped  over  the  trunk  lines?     A.  I  don't  know. 

Q.  Did  you  ever  take  the  trouble  personally  to  inquire 
whether  equal  facilities  were  afforded  to  the  shippers  of  oil? 
A.  You  speak  about  that ;  I  think  the  first  I  ever  knew  about 
the  oil  business,  the  great  bulk  of  it  was  done  on  the  canal. 

Q.  In  barrel,  not  in  bulk?  A.  In  barrel,  I  think  so ;  and 
then  they  built  boats  to  carry  it  in  bulk. 

Q.  Wasn't  that  but  last  year  ?  A.  No,  long  ago  ;  years  ago, 
wasn't  it,  Mr.  Blanchard? 

Mr.  Blanchard — I  don't  know. 

The  Witness — And  then  they  abandoned  that,  and  they  used 
to  lighter  it  around  the  harbor  here  in  bulk  in  boats,  and  aban- 
doned that;  I  think  these  people  used  to  take  it  to  Hunter's 
Point  in  bulk,  in  boats. 

Q.  Didn't  Bush,  and  Lombard,  Ayers,  and  these  other 
outside  refiners,  offer  to  you  to  build  their  own  cars  if  you 
would  afford  them  transportation  ?  A.  Offer  to  me  ;  I  don't 
know  ;  I  don't  remember  that  they  did  ;  when  I  answer  you  in 
that  indefinite  way,  I  take  it  for  granted  that  you  must  have 
some  evidence  that  they  did. 
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Q.  I  am  informed  that  they  did.  A.  If  they  did,  I  don't 
remember  it. 

Q.  If  they  would  koffer  you  now  to  afford  you  cars,  giving 
you  the  oil  cars  for  use  in  affording  them  transportation,  would 
you  do  it?     A.  Yes,  in  sufficient  quantities,  certainly  we  would. 

Q.  When  you  say  in  Sufficient  quantities,  do  you  mean  in  as 
large  quantity  that  the  Standard  Oil  ships?   A.  No,  sir. 

Q.  How  much  less  ?  A.  "What  would  pay  us  ;  which  of  these 
parties  do  you  refer  to? 

Q.  To  Bush  &  Denslow,  Lombard  &  Ayres,  and  these  out- 
side refiners,  New  York  refiners  ?  A.  I  don't  know,  only  some 
of  them,  about  their  responsibility  ;  I  would  want  a  i (^sponsi- 
ble concern. 

Q.  Do  you  inquire  into  the  responsibility'  of  shippers  every 
time  a  shipment  is  made  over  your  road  ?  A.  When  I  make  a 
contract  with  them. 

Q.  Haven't  you  the  product  as  a  guarantee  for  that  freight? 
A.  When  I  put  myself  in  a  position  to  get  any  giveu  amount 
of  business,  and  in  doing  that  run  the  risk  of  losing  a  very 
much  larger  amount  of  business,  I  inquire  into  the  responsi- 
bility of  the  parties,  and  I  want  to  know  all  about  them. 

Q.  The  risk  you  have  in  mind,  is  the  risk  of  losing  the  Stan- 
dard Oil  business  ?     A.     Yes,  sir. 

Q.  And  it  was  acquiescence  to  the  demands  of  that  companv 
which  compelled  the  trunk  lines  to  refuse  accommodation  to 
other  shippers,  wasn't  it?  A.  I  never  refused  any  accommo- 
dations we  had  on  our  road. 

Q.  Well,  that  you  didn't  furnish  any  accommodation?  A- 
We  furnished  it  to  them  just  as  much  as  we  did  to  the  Stand- 
ard Oil. 

Q.  You  don't  mean  that?     A.  Yes,  sir  ;  I  do. 

Q.  You  think  so?  A.  Yes;  always  told  them  I  would, 
and  did. 

Q.  In  fact  you  did  not  ?     A.  Always  been  ready  to  do  that. 

Q.  If  they  shipped  as  much  as  the' Standard  people?  A. 
No ;  this  question  there  has  been  a  good  deal  of  excitement 
about  for  the  last  two  or  three  years,  and  we  have  always 
maintained  a  perfectly  independent  position  about  it,  and  done 
just  exactly  what  we  thought  the  public  demanded  of  us  in 
regard  to  the  oil  business  ;  never  permit  our  road  to  be  used 
as  a  monopoly  if  we  can  help  it. 
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Q.  In  this  instance,  you  could  not  help  it?  A.  I  don't 
know ;  we  have  never  had  any  satisfactory  offers,  or  any 
offers  that  I  think  any  mercantile  man  would  consider  a  satis- 
factory offer — bona  fide  offers,  for  tbe  last  three  or  four  years  ; 
I  remember  these  three  or  four  gentlemen  calling  upon  me 
within  two  or  three  years  and  said  they  would  ship  so  much  ; 
I  said,  "  Go  and  see  how  much  you  will  ship  and  come  back," 
but  they  never  came  back,  'because  by  my  talk,  they  saw 
they  had  to  come  right  to  the  point,  had  to  give  satisfactory 
security,  that  it  was  done  ;  what  I  mean  by  security  in  my  own 
mind,  is  just  the  same  as  you  would  do  if  you  were  doing  a  dry 
goods  business  or  anything  else. 

Q.  Let  me  read  to  you  this  4th  section  with  the  agreement 
of  the  South  Improvement  Company :  "  And  it  is  hereby 
"  further  covenanted  and  agreed  by  and  between  the  parties 
"  hereto,  that  the  parties  hereto  of  the  second  and  third 
"  parts  "  (the  New  York  Central  &  Hudson  River,  and  Lake 
Shore),  "  shall  at  all  times  co-operate,  as  far  as  they  legally  may, 
"  with  the  party  hereto  of  the  first  part,  to  maintain  the  busi- 
"  ness  of  the  party  hereto  of  the  first  part  against  loss  or  in- 
"  jury  by  competition,  to  the  end  that  the  party  hereto  of  the 
"  first  part  may  keep  up  a  remunerative,  and  do  a  full  and 
"  regular  business,  and  to  that  end  shall  lower  or  raise  the 
"  gross  rates  of  transportation  over  their  railroads  and  con- 
"  neotions,  as  far  as  they  legally  may,  for  such  times  and  to 
"  such  extent  as  may  be  necessary  to  overcome  such  compe- 
"  tition.  The  rebates  and  drawbacks  to  the  party  of  the  first 
"  part  to  be  varied  pari  passu  with  the  gross  rates." 

The  Witness — There  is  not  a  shipper  on  the  road  that  don't 
have  that. 

Q.  Do  you  agree  with  every  shippe;.  on  the  road  that  you 
will  raise  to  other  shippers,  to  overcome  competition  with 
other  shippers  ?  A.  No  ;  there  is  a  tacit  understanding  or 
agreement  with  every  shipper  on  the  road,  that  we  will  protect 
his  business  as  long  as  he  gives  it  to  us. 

Q.  Do  you  protect  him  in  a  contract  as  you  do  in  this  ?  A. 
I  think  there  is  an  understanding  of  that  kind,  but  not  any 
written  contract. 

Q.  Do  you  ?     A.  I  do. 

Q.  That  you  agree  to  raise  the  rates  to  other  shippers?  A. 
I  don't  think  the  agreement  amounts  to  anything,  because  I 
60 


1592 

think  there  is  a  tacit  understanding  to  that  effect ;  I  think  if 
you  come  to  me  and  say  "We  will  ship  100  car  loads  of  stuff 
over  your  road  every  day  for  a  year,  and  we  expect  protection 
from  you  as  against  any  other  man  in  this  line  of  business," 
you  will  get  it ;  we  have  got  that  contract  with  A.  T.  Stewart, 
and  have  had  it  for  three  years,  just  a  verbal  agreement ;  we 
protect  him  and  we  protect  other  people  as  against  Field, 
Leiter  &  Co.,  and  other  large  shippers  in  the  west ;  you  shall 
always  have  as  low  rates  as  they  get. 

Q.  Do  you  agree  to  give  them  lower  ratts  than  they  get? 
A.  No,  sir. 

Q.  Do  you  agree  to  raise  rates  against  other  people  so  they 
shall  have  an  advantage  ?     A.  No. 

Q.  Don't  you  agree  to  that  in  this  4th  clause  ?  A.  I  never 
saw  itjsefore  but  as  I  heard  you  read  it  my  understanding  is 
we  will  protect  them  so  far  as  we  are  concerned ;  it  is  a  mutual 
protection  ;  we  don't  want  to  see  them  broken  down  in  their 
business. 

Q.  Are  there  any  other  business  other  than  that  which  you 
have  just  mentioned  of  A.  T.  Stewart,  in  which  your  company 
enters  into  an  arrangement  with  the  shipper  in  which  you  pro- 
tect that  shipper  against  the  natural  competition  to  which  he 
may  be  subject  ?  A.  I  think  it  is  with  everybody ;  all  large 
shippers. 

Q.  In  every  business  ?     A.  Yes. 

Q.  All  large  shippers  ?     A.  Yes. 

Q.  Are  th'ere  contracts  in  your  office  like  the  South  Im- 
provement contract  Company?  A.  I  don't  know;  there  may 
be. 

Q.  With  otherjdarge  shippers  ?     A.  I  don't  know. 

Q.  Is  there  such  a  contract  in  relation  to  the  grain  ship- 
ments made  by  your  company?  A.  I  don't  think  they  last 
long  enough  to  write  a  contract,  I  think  they  are  made  every 
few  minutes  and  expire  in  a  day  or  two  ;  they  are  mere  under- 
standings. 

Q.  Does  the  understanding  go  so  far  as  this,  that  you  will 
raise  the  rates  against  other  people  for  the  purpose  of  over- 
coming competition  ?     A.  Not  at  all. 

Q.  It  does  notc~  go  so  far  as  that  ?  A.  We  have  always  en- 
deavored to  keep'  within  all  the  requirements  that  the  Legisla- 
ture  could   have   with  us,  and  I  have  been  asked  a  hundred 
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times,  and  refused  making  all  sorts  of  agreements,  entering  into 
steamship  business  and  all  that ;  that  is  a  violation  of  our 
agreement  with  the  Legislature  ;  we  cannot  do  anything  of  the 
kind  ;  there  is  not  hardly  an  application  made  but  I  always 
tell  them,  "  We  cannot  do  that ;  that  is  illegal ;  we  cannot 
give  you  any  special  privilege  over  anybody  else,"  and  never 
have  yet ;  there  will  not  any  man  come  up  here  and  swear 
we  have ;  he  may  have  so  construed  it. 

Q.  We  have  in  evidence  six  thousand  special  rates  to  differ- 
ent people  throughout  the  State.  A.  That  don't  make  any 
violation  of  any  agreement  with  the  Legislature. 

Q.  I  don't  say  that ;  but  there  is  a  variety  of  rates  from  the 
Hchedule  rate,  the  tariff  rate,  to  that  particular  place,  and  that 
of  course  is  not  treating  everybody  alike  in  that  place ;  I  do 
not  want  to  misunderstand  you,  and  you  don't  mean  to  say  that 
you  have  treated  everybody  alike  to  every  point ;  you  may  have 
wanted  to,  but  certainly  the  effect  has  not  been  that?  A.  I 
mean  to  say  everybody  in  the  same  class  of  business. 

Q.  Tou  don't  mean  to  say  that  every  grocer  in  Syracuse  has 
had  a  9  cent  rate  ?  A,  He  had  a  rate  to  conform  to  his  cir- 
cumstances— to  the  requirements  of  his  business  when  he  came 
to  make  the  application  ;  I  never  heard  of  a  man  going  away 
dissatisfied;  I  would  like  to  know  how  many  complaints  you 
have  had  with  all  of  your  investigation  all  over  the  State,  of 
large  shippers  who  came  to  our  place  and  asked  for  a  rate, 
and  went  away  dissatisfied. 

Q.  Hundreds  of  them.  A.  I  have  not  seen  them  produced» 
nor  has  the  Legislature  heard  of  them. 

Q.  Tou  agreed  in  Article  6  of  this  very  contract.  A.  We 
did  that  because  it  is  our  interest  to  do  it. 

Q.  We  may  differ  upon  that ;  I  don't  think  it  is  ?  A  I  think 
it  is. 

Q.  I  think  that  fixing  the  tariff  rate  and  adhering  to  it  is 
much  to  your  interest ;  you  agree  in  the  6th  clause. 

Mr.  Depew— Mr.  Sterne,  by  way  of  question,  is  giving  in 
evidence  a  contract  made  with  a  company,  which  I  think 
never  transacted  any  business,  and  which  he  himself  states  on 
account  of  public  clamor  at  the  time,  never  went  into  effect; 
the  contract  is  not  verified  in  any  way  except  by  a  printed 
pamphlet  which  he  has  in  his  hand  ;  and  we  know  nothing  of  it 
at  present,  never  having  inspected  it ;  I  don't  think  that  under 
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the  circumstances  he  ought  to  be  permitted  to  give  that  contract 
in  evidence,  piece-meal,  in  that  way,  or  such  parts  of  it  as  he 
thinks  will  accomplish  the  purposes  which  he  has  in  view ;  I 
have  no  objection  to  his  asking  Mr.  Vanderbflt  questions  which 
will  bring  out  whether  or  not  such  things  are  allowed  and  per- 
mitted upon  the  road,  but  I  do  object  to  his  putting  in  evi- 
dence substantially  in  that  way.  a  contract  that  he  could  not 
get  in  otherwise. 

The  Chairman — My  understanding  is  that  this  contract 
was  one  of  the  first— was  the  real  inception  of  what  is  now 
known  as  the  Standard  Oil  Company  ;  it  is  not  pretended,  of 
course,  that  that  contract  is  carried  out  at  the  present  day, 
but  it  is  pertinent  for  the  sake  of  getting  the  history  of 
the  origin  and  growth  of  this  company  throughout ;  we  will 
have  that  referred  to  you. 

The  Witness — If  there  could  be  anything  shown  by  Mr. 
Sterne,  that  there  was  any  interest  on  the  part  of  the  executors 
of  any  of  these  roads  to  give  these  rates  to  this  concern,  by 
which  they  were  getting  any  individual  benefit,  it  is  all  very 
well,  these  rates  have  prevailed  ;  why?  On  account  of  com- 
petition between  our  rivals  and  ourselves.  We  could  not  af- 
ford to  be  shut  out  from  this  large  amount  of.  business,  and  we 
had  to  submit  to  such  and  such  things,  consequently  the  prices 
got  so  low  that  the  roads  themselves  came  together,  and  said 
we  should  make  a  fair  division  of  it. 

Q.  If  the  oil  business  were  divided  as  other  businesses  are, 
and  as  it  should  be,  taking  into  consideration  its  bulk,  would 
you  have  been  subject  to  the  dictation  of  one  particular  mon- 
opoly, called  the  Standard  Oil  Company,  as  to  its  business? 
A.  Well,  I  will  tell  you  my  judgment  about  this  ;  there  are  a 
great  many  oil  people  interested  in  oil,  producers  and  every- 
th.ng  of  that  kind  ;  as  a  general  thing,  they  are  men  of  very 
small  means  ;  here  was  a  combination  of  men  of  larger  means, 
and  these  men  of  smaller  means,  when  they  found  themselves 
in  this  position  with  the  railroads,  they  would  come  to  us  and 
they  would  make  arrangements ;  but  why  would  they  make 
them.  They  would  come  just  the  same  as  they  did  to  me,  and 
they  would  make  these  arrangements,  and  I  would  say,  "Yes, 
you  can  come  here  ;  you  can  put  on  so  many  cars  ;"  we  com- 
menced this  business  of  furnishing  people  with  the  cars,  and 
they  put  on  their  own  tanks  and  used  them  and  now  there  are 
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a  dozen  or  twenty  people  owning  tanks  on  our  cars ;  and 
as  I  told  you,  when  they  can't  use  them,  they  put  them 
on  a  side  track  off  our  road,  and  we  can't  get 
them  to  use  them  ;  these  men  are  in  this  position  ;  this  very 
concern  growing  so  strong,  they  would  make  arrangements  with 
us  and  they  would  go  the  Standard  people  with  our  rate  and 
say,  "We  have  so  and  so,"  and  then  they  would  get  a  large 
oner,  and  then  they  would  sell  right  out  from  under  us,  and 
we  would  not  get  any  oil ;  and  that  is  the  way  we  are  left  out, 
and  we  would  not  get  any  busiress  ;  and  most  of  those  men 
are  sold  out ;  now  there  are  only  a  few  left ;  who  they  nre,  I 
don't  know ;  Lombard  &  Ayers  and  those  people. 

Q.  The  rest  have  all  dried  up  ?     A.  They  sold  out. 

Q.  The  Empire  Transportation  was  compelled  to  sell  out 
under  the  combination  that  you  made?  A.  They' used  us  to 
get  larger  prices. 

Q.  I  liave  no  doubt  that  you  were  badly  used,  but  these  peo- 
ple were  badly  used,  were  they  not;  they  were  compelled  to 
sell  out  ?  A.  I  am  not  here  vindicating  the  Standard  Oil  Com- 
pany by  any  means. 

Q.  Did  not  the  policy  of  the  trunk  lines  make  the  Standard 
Oil  Company?     A.  Not  at  all. 

Q.  Think  a  moment  and  see  whether  that  is  not  so  ?  A. 
No  ;  I  don't  think  so. 

Q.  Didn't  the  advantage  of  having  a  larger  capital  and  the 
advantage  in  rates  constitute  an  enormous  advantage  to  the 
Standard  Oil  Company  compared  with  other  peoples  ?  A. 
After  tliey  got  strong  it  did,  but  as  I  said  on  the  start,  they 
never  have  had,  and  they  have  always  been  distinctly  told,  and 
if  you  will  put  them  on  the  stand  they  will  swear  to  it,  that  I 
have  alwaj's  told  them  that  our  road  was  always  open  to  every- 
body and  everybody  could  have  the  same  rates  they  did,  we 
being  the  judge  of  the  amount  of  business. 

Q.  Only  on  condition  that  they  would  give  you  the  same 
amount  of  business  ?     A.  We  were  to  be  the  judge. 

Q.  Don't  you  know  the  Standard  Company  started  with  a 
capital  of  $100,000  only  ?     A.  I  don't  know. 

Q.  That  that  enormous  capital  which  Mr.  Depew  spoke  of 
was  $100,000,  which  represented  the  Cleveland  refinery  ?  A. 
I  don't  know  anything  about  it. 

Q.  On  what  principle  do  you  defend  giving  to  the  Standard 


1596 

tie  advantage  of  carrying  its  crude  oil  to  Cleveland  and  back 
to  the  mouth  of  the  pipe  without  charge  ?  A.  Carrying  it 
where  ? 

Q.  Carrying  it  to  Cleveland  and  back  to  the  mouth  of  the 
pipe  without  charge  ?  A.  That  is  to  pqualize  it  from  the 
different  districts  ;  that  is  to  equalize  it  as  to  the  different  re- 
fineries, as  to  the  Pittsburgh  refiners  and  the  Cleveland  refin- 
ers ;  make  the  distance  all  alike  to  the  seaboard. 

Q.  Didn't  that  give  the  Cleveland  refiners  an  enormous  ad- 
vantage ?  A.  No  ;  it  puts  them  on  an  equality  with  the  others; 
that  is  the  intention  of  that ;  Mr.  Rutter  and  Mr.  Blanchard 
can  explain  that  to  the  satisfaction  of  yourself  and  the  Com- 
mittee both  ;  they  know  more  about  it  than  I  do. 

Q.  Do  you  do  that  in  any  other  business  except  oil ;  do 
you  carry  a  raw  product  to  a  place  150  miles  distant  and  back 
again  to  another  point  like  that,  without  charge,  so  as  to  put 
them  upon  an  equality  ?     A.  I  don't  know. 

Q.  Take  the  case  of  the  miller  in  the  western  part  of  the 
State  of  New  York,  do  you  carry  the  raw  product  to  him  with- 
out charge  from  Kansas,  and  then  carry  his  flour  at  the  same 
rate  that  you  do  from  Kansas  City  or  from  Chicago  ? 
A.  As  I  told  you  the  other  day  I  was  under  the  impres- 
sion that  we  did  that  now ;  that  it  has  been  done ;  or  else  I 
should  not  have  said  so,  for  I  think  it  has  prevailed  before  ;  on 
application  millers  at  Rochester  have  had  grain  come  to  them 
and  turned  it  into  flour,  and  could  then  with  a  difference,  ship 
that  flour  right  to  New  York  ;  and  I  was  under  the  impression 
that  Mr.  "Whitney,  when  he  was  alive  introduced  that,  and  that 
it  was  still  in  vogue  ;  I  was  under  that  impression. 

Q.  Tell  me,  had  you  any  apprehension  that  the  Standard 
Oil  Company  would  build  its  own  road?     A.  Railroad  ? 

Q.  Yes  ?     A.  No  railroad  ;  no. 

Q.  Did  anything  take  place A.  Who  ever  said  I  had  ? 

Q.  Mr.  Cassatt  said  that  the  trunk  lines  had  ;  he  speaks  of 
the  trunk  lines,  and,  of  course,  that  includes  Mr.  Vanderbilt  as 
to  one  ?     A.  I  had  not. 

Q.  At  any  one  of  these  interviews  of  the  railroad  Presidents, 
was  there  any  suggestion  or  intimation  that  they  would?  A. 
The  oil  business  is  sealed  ;  that  is  settled  ;  there  is  no  question 
about  that ;  we  won't  any  of  us  have  the  oil  business  long ; 
they  will  build  their  own  pipe  lines  to  the  sea  boai*d. 
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Q.  Hasn't  the  pipe  line  been  built  mainly  through  the  in- 
fluence of  the  outside  refiners  who  could  not  get  transporta- 
tion over  the  railroads  ?  A.  No  ;  pipe  lines  have  been  built 
to  get  to  the  railroads  at  different  points. 

Q.  I  mean  the  great  pipe  line  to  tide  water  ?  A.  There  was 
a  great  deal  of  competition  among  pipe  lines. 

Q.  Wasn't  that  pipe  line  built  by  the  outside  refiners  at 
great  cost,  because  they  could  not  get  shipments  over  your 
line-  over  the  trunk  lines  ;  the  tide  water  pipe  line?  A.  It 
runs  part  way. 

Q.  I  know,  but  it  is  called  tide  water  pipe  line ;  wasn't  the 
tide  water  pipe  line  built  by  the  outside  refiners  because  they 
could  not  get  shipments  over  the  trunk  lines  ?  A.  I  don't 
think  so. 

Q.  Has  not  this  competition  destroyed  the  revenues  of  the 
railways  ?     A.  Of  course  for  that  line  of  business. 

Q.  I  mean  destroyed  the  oil  business  to  the  railways?  A. 
I  think  so. 

By  the  Chairman  : 

Q.  As  a  fact,  it  can  be  transported  much  cheaper  in  pipes 
than  by  railway  ?  A.  They  claim  that  it  can  ;  I  have  no  ex- 
perience in  that ;  it  can  for  short  distances. 

By  Mr.  Sterne  : 

Q.  Is  that  contract  with  A.  T.  Stewart  &  Co.  in  writing  ?  A. 
I  don't  remember  ;  I  think  not ;  it  was  made  before  Mr.  Stew- 
art died  ;  no,  I  think  it  was  made  after  Mr.  Stewart  died — 
another  one. 

Q.  If  you  have  such  a  contract  in  writing,  will  you  produce 
it?  A.  I  think  I  saw  it  in  a  printed  list  here;  among  the 
6,000  list. 

Q.  That  only  relates  to  a  special  rate  from  their  factory  ?  A. 
I  understand  it  is  all  part  of  that  contract. 

Q.  That  was  done  under  their  contract  ?  A.  It  is  all  part ; 
the  same  thing  ;  yes. 

Q.  Do  you  know  whether  you  have,  in  reference  to  other 
business,  the  same  sort  of  contract?  A.  I  don't  know;  you 
show  me  6,000  contracts  ;  I  didn't  know  that  there  was  300. 

Q.  Those  are  local  contracts  ?  A.  I  don't  know  what  there 
is  ;  Mr.  Butter  will  have  to  tell  you  ;  I  don't  know ;  if  anybody 
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had  asked  me  about  those  contracts,  I  would  have  sworn  there 
wasn't  any,  because  I  didn't  know  anything  about  it. 

Q.  You  remember  A.  T.  Stewart,  because  that  was  a  large 
contract ;  do  you  remember  any  other  with  large  houses  that 
you  have  made?  A.  I  think  now  there  are  no  contracts  of  that 
kind  since  this  arrangement  with  the  trunk  lines  of  the  com- 
missioners. 

Q.  The  pooling  arrangement?     A.  Yes,  sir. 

Q.  Don't  the  pooling  arrangements  allow  the  contracts  to 
expire  which  have  been  made  before?  A.  Yes,  sir;  those 
would  expire,  but  I -don't  think  any  were  made  at  a  time 
that  they  would  be  now  in  existence,  and  that  contract  with  A. 
T.  Stewart  would  not  effect  the  pool  at  all,  because  the  agree- 
ment was  to  give  him  his  rate  as  low  as  Field,  Leiter  &  Go. 
and  other  people  in  competition  with  him  in  Chicago,  could 
get  Irom  other  roads. 

Q.  You  stated  that  your  objection  to  the  Empire  Transpor- 
tation Company  being  in  the  oil  refining  was,  you  didn't  want 
the  Pennsylvania  Company  to  have  any  interest  in  the  re- 
fineries ?  A.  Just  exactly  the  same  reason,  that  they  would 
not  have  permitted  us  or  any  one  road  in  competition  with 
another. 

Q.  Have  you  heard  of  a  concern  called  Peter  Wright  &  Sons  ? 
A.  Yes,  sir. 

Q.  Haven't  you  the  same  reason  to  believe  that  that  concern 
is  under  the  control  of  the  Pennsylvania  Company  as  to  corn 
shipments  or  grain  shipments,  that  the  Empire  Transporta- 
tion Co.  was  as  to  petroleum  ?     A.  No. 

Q.  When  I  say  the  same  reasons,  I  mean  like  reasons? 
A.  No. 

Q.  Don't  you- suspect  that  that  is  true  ?  A.  I  will  tell  you 
what  I  think :  I  think  that  Peter  Wright  &  Sons  get  a  com- 
mission on  all  the  business  that  they  do  with  the  Pennsylvania 
Railroad—  all  their  foreign  business  that  they  have ;  that  is 
my  idea  of  it. 

Q.  That  gives  them  a  special  advantage  over  other  shippers, 
don't  it  ?  A.  Probably ;  I  guess  they  do  the  bulk  ol  their 
foreign  business;  that- is  only  a  suspicion. 

Q,  Why  don't  you  insist  on  driving  them  out?  A.  I  have 
been  trying  to  make  arrangements  for  the  last  three  years ;  I 
have  been  to  Europe  two  or  three  times  on  it,  but  I  can  not 
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do  it  very  well ;  the  Pennsylvania  Road  has  large  interests  in 
steamers,  so  has  the  Baltimore  &  Ohio,  but  we  have  not,  and 
I  don't  think  we  could  legitimately  under  out'  charter  take  that 
interest ;  we  have  hud  lines  of  steamers  this  year  and  last  year 
and  for  the  past  two  or  three  years  that  we  are  very  anxious  to 
get  and  we  have  had  very  large  inducements  to  get  as  fine 
steamers  as  there  are  floating,  here,  but  the  terms  were  such 
that  we  could  not  give  the  guarantees  ;  I  don't  think  that  is  our 
business,  for  our  stockholders  would  not  like  that,  if  it  hap- 
pened to  be  losing,  as  theirs  is  ;  if  it  was  profitable,  they  would 
like  it  as  long  as  it  was  profitable,  probably  ;  I,  as  an  individual, 
don't  intend  to  go  into  that  business. 

Q.  Do  you  remember  seeing  a  letter  of  which  that  is  a  copy  ? 
(Handing  paper  to  witness)     A.  Well,  sir. 

Q.  Do  you  remember  receiving  such  a  letter  as  that  ?  A.  I 
should  not  remember  it  without  reading  it  here  now. 

Q.  Having  read  it,  do  you  remember  it  ?  A.  I  don't  remem- 
ber it  now  even  ;  parts  of  it  I  do  ;   yes. 

Q.  Did  yu  make  any  reply  to  that  letter  of  10J  merchants, 
in  the  City  of  New  York,  complaining  of  your  method  of  doing 
business?  A.  If  I  did  not,  I  guess  I  caused  one  to  be  made, 
or  handed  it  to  Mr.  Rutter  ;  I  guess  he  went  down  and  saw 
them  personally. 

Q.  You  don't  remember  personally  having  made  any  reply 
to  it?  A.  I  don't  remember  anything  about  it ;  I  don't  think 
that  any  gentlemen  who  ever  called  at  my  office,  or  sent. me  a 
communication,  will  accuse  me  of  having  treated  him  in- 
decorously. 

Q.  No  ;  but  as  I  understand  it,  this  letter  complaining  of 
your  method  of  fixing  rates  through  the  State  of  New  York, 
was  sent  to  you,  and  no  reply  was  received  thereto  ;  1  was 
asked  by  those  merchants  to  ask  you  the  question,  whether 
that  letter  had  ever  been  received  ?  A.  If  it  was,  it  was  cer- 
tainly either  replied  to,  or  I  sent  it  to  Mr.  Rutter  and  told  him  to 
go  and  see  those  gentlemen  ;  some  notice  was  taken  of  it,  if  I 
received  it. 

Q.  You  think  if  you  did  not  reply  to  it  personally,  you 
handed  it  to  Mr.  Rutter  for  action  ?  A.  I  only  say  that  be- 
cause that  is  my  usual  way  of  doing. 

Q.  You  have  been  asked  in  your  subpoena  to  produce  the 
stock  ledger  of  the  New  York  Central  Sleeping  Car  Company, 
61 
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and  the  accounts  in  relation  to  the  Wagner  Drawing  Boom 
Cars  ;   have  you  done  so  ? 

Mr.  Depew — Mr.  Vanderbilt  has  not  the  charge  of  the  stock 
ledger  of  the  Wagner  Drawing  Room  Car  Company  ;  but  the 
accounts  with  the  Wagner  Company  I  have  here  ;  the  sub- 
poena did  not  state  for  how  long,  and  I  got  them  from  1874. 

(Handing  paper  to  Mr.  Sterne.) 

Q.  Is  the  Wagner  Company  an  incorporated  company  ? 
A.  No,  sir ;  it  is  a  private  partnership. 

Q.  Between  whom?  A.  Between  the  stockholders ;  between 
its  shareholders. 

Q.  What  is  its  capital  ?     A.  I  don't  know. 

Q.  What  is  the  value  of  its  assets?     A.  I  don't  know. 

Q.  Approximately?  A.  I  don't  know;  I  don't  know' how 
many  cars  they  have  got,  or  anything  about  it ;  I  never 
bothered  my  head  with  it. 

Q.  Are  you  a  stockholder  ?     A.  I  am. 

Q.  To  what  extent?     A.  That  is  one  of  my  private  matters. 

Mr.  Depew— On  that  question  I  want  to  raise  an  objection 
here. 

The  Chairman — The  hour  of  adjournment  having  arrived,  if 
it  will  be  a  lengthy  discussion,  it  had  better  be  postponed. 

Mr.  Depew — It  will  probably  be  quite  lengthy. 

Adjourned  to  August  28,  1879,  at  10  A.  m. 


Saratoga  Springs,  N.  Y.,  August  28th,  1879. 
The  Committee  met  pursuant  to  adjournment. 
Present :  All  the  members  of  the  Committee. 
William  H.  Vanderbilt  recalled. 

The  last  questions  and  answers  of  yesterday,  being  in  refer- 
ence to  the  Wagner  Sleeping  Car  Company,  read  as  follows  : 

"  Q.  Are  you  a  stockholder  ?     A.  I  am. 

"  Q.  To  what  extent  ?  A,  That  is  one  of  my  private  mat- 
ters." 

The  Chairman — Inasmuch  as  counsel  have  announced  a  dis- 
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position  to  argue  this  question,  we  want  to  change  that  ques- 
tion so  that  it  shall  cover  the  whole  subject,  and  any  argument 
which  may  be  made,  may  be  directed  to  any  question  which 
may  arise  in  that  connection.  (To  the  witness.)  I  understood 
you  to  testify  yesterday  that  the  drawing  room  car  and  sleep- 
ing car  companies,  as  they  are  usually  termed,  was  a  partner- 
ship. 

The  Witness — A  partnership  ;  yes,  sir. 

The  Chairman — And  that  you  were  one  of  the  partners. 

The  Witness — I  am  one  of  the  partners  ;  yes,  sir. 

The  Chairman — Now,  the  Committee  call  upon  you  to  pro- 
duce all  the  books,  papers  and  documents,  in  whatever  form 
they  may  be  kept,  showing  the  amount  of  stock,  or  the  amount 
of  capital  invested  in  these  respective  companies,  the  amount 
of  earnings,  dividends  declared,  the  rates  of  fare  charged,  and 
all  other  information  pertaining  to  the  financial  management 
of  the  concern,  which  we  understand  you  decline  to  do,  for  the 
present. 

Mr.  Depew  —For  the  present.  We  raise  the  objection  ;  and 
some  of  those  he  necessnrily  would  know  nothing  about. 

The  Witness— I  don't  know  anything  about  them ;  I  have 
not  declined. 

Mr,  Depew — Many  of  those  things  included  in  your 
statement  he  would  necessarily  know  nothing  about,  and  could 
not  furnish,  but  for  the  purposes  of  this  argument,  1  would  ob- 
ject to  the  whole.  To  raise  the  question,  I  Avill  object  to  the 
production  of  any  of  the  mutters  mentioned  in  this  present 
statement. 

The  Chairman — I  think  that  I  ought  to  include  iu  that  the 
articles  of  copartnership.     Now  we  will  hear  you. 

Mr.  Depew— Mr.  Chairman,  in  regard  to  most  of  the  mat- 
ters which  are  raised  by  your  question,  I  submit  this  :  that 
to  this  witness  questions  in  regard  to  a  majority  of  the  sub- 
jects embraced  in  your  present  statement  could  not  prop- 
erly be  put  so  as  to  raise  a  question  as  to  whether  he  de- 
clines to  answer,  or  his  counsel— that  is  the  more  proper  way 
to  put  it— submit  the  question  whether  an  answer  should  be 
made,  because  he  is  not  an  officer  of  the  Wagner  Drawing- 
Room  Car  Company.  He  is  simply  a  stockholder,  and  the 
books  and  papers  of  the  company  would  not  be  under  his  con- 
trol. 
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The  Chairmak— As  a  partner,  hasn't  he  the  right?  Any 
partner  has  a  right  to  the  control  of  the  books  of  a  partner- 
ship. 

Mr.  Depew— I  doubt  whether  he  would  have  the  right  to 
produce  them  here  without  the  consent  of  the  officers  of  the 
company  in  whom  the  partnership  places  the  custody  of  all  its 
affairs,  and  without  the  consent  of  his  co-shareholders  in  the 
partnership  ;  I  don't  think  he  would  have  the  right,  nor  could 
he  by  any  process  get  control  of  the  papers  and  books  called 
ior,  for  production  here,  without  the  consent  of  his  co-share- 
holders and  the  consent  of  the  officers  to  whom  their  custody 
is  confided. 

The  Chairman — I  do  not  so  understand  the  law.  If  it  is  a 
partnership,  it  seems  to  me  that  he  has  the  right,  as  a  matter 
of  law,  to  the  custody  of  the  books,  and  could  be  required  to 
produce  them,  or  any  other  member  of  the  partnership. 

Mr.  Sterne — We  should  have  to  have  every  stockholder 
here  if  that  position  was  tenable. 

Mr.  Depew — No,  the  officers  of  the  company  are  the  custo- 
dians— the  legal  and  authorized  custodians  by  the  shareholders 
of  all  the  matters  pertaining  to  the  company,  and  they  are 
subject  to  to  the  subpoena  of  the  Committee,  and  I  understand 
that  a  subpoena  has  been  issued.  So  far  as  Mr.  Vanderbilt  is 
concerned,  the  question  which  arises  in  his  case  is  simply  this : 
Whether  he  shall  be  compelled  to  disclose  his  interest  in  an 
organization  which,  when  it  comes  to  be  explained,  we  think 
we  can  show,  cannot  be  properly  examined  by  this  Committee. 
However,  I  will  state  the  whole  question. 

The  Chairman — 1  did  not  suppose,  Mr.  Depew,  that  it  would 
make  any  difference  whether  the  demand  was  made  of  Mr. 
Vanderbilt  or  any  one  else.  I  supposed  that  the  same  position 
would  be  taken  in  reference  to  any  question  asked  him  as 
would  be  taken  in  reference  to  any  question  asked  of  any  other 
individual;  and  what  we  this  morning  called  for  would  cover 
everything — the  part  that  you  specifically  object  to,  as  well  as 
all  others. 

Mr.  Depew — "Now,  Mr.  Chairman,  I  do  not  think  that,  as  a 
matter  of  law,  Mr.  Sterne  has  laid,  as  yet,  any  foundation  to 
call  for  any  of  the  matters,  or  to  ask  the  questions  which  are 
put  this  morning  or  were  put  yesterday,  to  Mr.  Vanderbilt. 
He  has  not  established  the  character  of  this  organization,  the 
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business  that  it  does,  the  relation  and  ramifications  that  it  has 
in  such  a  way  as  to  justify  by  this  Committee  an  inquiry  of 
that  character.  Now,  this  is  a  committee  appointed  by  the 
Legislature  of  the  State  of  New  York  for  the  purpose  of  investi- 
gating the  railroad  corporations  of  the  State,  their  management, 
duties,  and  obligations  and  contracts,  to  a  certain  end,  and  that 
end  is  stated  at  the  conclusion  of  the  resolution  which  is  your 
charter  and  warrant  of  authority  ;  that  you  shall  report  at  the 
next  session  by  bill,  or  otherwise,  what,  if  any,  legislation  is 
necessary  to  protect  and  extend  the  commercial  and  industrial 
interests  of  the  State.  When  the  Legislature  created,  this  Com- 
mittee it  created  it  for  the  purpose  of  making  such  inquiries, 
upon  complaints  that  had  been  made  by  commercial  bodies 
and  citizens  in  various  parts  of  the  State,  as  would  lead,  if 
possible,  either  to  a  proper  explanation,  or  else  to  some  remedy 
for  the  abuses  that  were  alleged  to  exist,  which  result  harm- 
fully to  the  citizens  of  this  State,  to  the  State  itself,  and  to  the 
City  of  New  York,  according  to  the  allegations  of  the  peti- 
tioners. Under  that  you  were  to  report  to  the  next  Legisla- 
ture by  bill,  or  otherwise,  what  measures  were  necessary  to 
protect  and  extend  the  commercial  and  industrial  interests  of 
the  State.  Now,  in  order  to  ascertain  whether  any  bill  to 
protect  and  extend  the  commercial  and  industrial  interests  of 
the  State  can  be  devised  out  of  the  relations  of  this  company 
to  the  New  York  Central  Kailroad  Company,  requires  that  the 
character  of  this  company,  of  the  business  which  it  performs, 
and  to  some  extent  the  nature  and  extent  of  that  business, 
should  be  stated  to  the  Committee,  and  1  will  state  it,  having 
inquired  for  that  purpose.  This  organization  was  created 
years  ago.  It  was  founded  originally  upon  certain  patents 
which  were  believed  in  by  the  patentees,  but  were  not  believed 
in  by  the  railway  companies.  An  act  was  passed  by  the  Legis- 
lature for  the  purpose  of  promoting  an  interest  of  this  charac- 
ter. In  that  act  these  companies  were  permitted  to  be  formed 
for  the  purpose  of  running  sleeping  cars,  or  individuals  were 
permitted  to  run  them.  They  were  permitted  to  form  con- 
tracts with  the  railway  company  for  that  purpose,  and 
the  railway  company  was  prohibited  from  deriving  any  profits 
from  the  organization  or  business  of  that  character.  So  these 
became,  necessarily,  by  that  act,  private  corporations  authorized 
by  the  Legislature  for  the  purpose  of  carrying  on  a  specific  busi- 
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ness.  When  they  had  been  thus  formed  they  proceeded  to  make 
their  contracts  with  the  railway  company.  Now,  ander  this 
resolution  you  are  permitted  to  inquire  into  the  contracts  and 
obligations  which  existed  between  the  railway  company  and 
all  other  companies,  organizations,  or  individuals.  We  have 
complied  with  that  request.  We  have  furnished  you  with  the 
contract  that  exists  between  this  company  and  the  railway 
company.  We  have  furnished  you  with  the  amount  which, 
under  that  contract,  this  company  pays  to  the  railway  com- 
pany for  the  haul  of  its  cars.  All  the  relations  which  exist 
between  the  New  York  Central  Sleeping  Car  Company  and  the 
New  York  Central  Railroad  Company,  are  the  property  of 
this  Committee,  and  have  been  furnished  by  us,  so  that  all 
the  facts  which  are  covered  by  your  letter  of  authority— all 
the  facts  which  relate  to  the  contracts  and  obligations  exist- 
ing between  the  railway  company  and  the  Sleeping  Car  Com- 
pany— are  matters  of  testimony  and  before  the  Committee. 
The  New  York  Central  Sleeping  Car  Company  is  not  an  or- 
ganization of  the  Central  Boad,  nor  has  it  its  business  entirely 
with  the  Central  Road.  It  has  contracts  and  obligations  with 
railway  companies  in  seven  other  States,  and  with  railway 
companies  in  the  Dominion  of  Canada.  Twenty  per  cent,  of 
its  whole  business  is  done  with  the  railways  of  this  State  ; 
eighty  per  cent,  of  its  business  is  done  with  the  railways  of 
seven  other  States,  and  with  the  railways  of  the  Dominion  of 
Canada.  Now,  an  inquiry  by  a  Committee  of  the  Legislature 
of  the  State  of  New  York  into  the  affairs  of  this  company,  its 
financial  condition,  its  financial  affairs,  its  receipts  and  its  ' 
disbursements,  is  an  inquiry  by  this  Committee  of  the  Legis- 
lature of  the  State  of  New  York  into  the  receipts,  into  the 
disbursements,  and  into  the  profits  of  an  organization  of  which 
80  per  cent,  of  its  business  is  done  outside  of  the  State  of 
New  York,  and  outside  of  the  jurisdiction  of  its  Legislature, 
and  any  inquiry  into  the  interest  which  a  stockholder  has  in 
that  organization  is  an  inquiry  in  which  you  compel  him  to 
state  what  is  his  interest  in  a  business  of  which  80  per  cent, 
is  done  in  other  States  and  in  foreign  countries,  and  I  submit 
that  such  an  inquiry  as  that  is  beyond  the  jurisdiction  and 
outside  of -the  powers  of  the  Committee.  Now,  the  Sleeping 
Car  and  the  Drawing  Room  Car  Company  having  been  formed 
under  these  circumstances  and  for  these  purposes,  Mr.  Van- 
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derbilt  is  placed  upon   the-  stand,  and   the  question  is  put  to 
him  as  to  the  extent  of  his  interest.     He  answers  that  he  has 
an  interest.     For  all  the   purposes  which    the  Committee  seek 
to  inquire  that  inquiry  is  answered  and  their  powers  are  ful- 
filled ;  but  when  they  ask  what  is  the  extent  of  that  interest, 
then  they  are  making  an  inquiry  into  the  assets  and  income  of 
Mr.  Vanderbilt   in   enterprises  in  other  States  and  in  foreign 
coun tries.     Now,  I  submit  that  while  it  is  all  very  proper  to 
inquire  with  the  most  rigid  scrutiny — and  we  do  not  choose  .to 
stand  in  the  way  of  that — into  the  relations  of  the  railways  of 
this  State  with  each   other  and  with  other  organizations,  that 
when  you  come  down  to  a  question  that  necessarily  proposes 
to  get  an  inventory  of  a  man's  estate  and  the  extent  of  his  in- 
come in  enterprises  which  are  not  within  the  reach  or  subject 
to  the  control  of  this  State,  and  whose  income  is  uot  derived 
in  this  State,  but  in  other  States    and    countries,  that  the  pro- 
priety of  it  and  the  principle  of  it  cannot  be  admitted  or  sus- 
tained for    an    instant.     This  company  is  not  only  formed  for 
these  purposes  under  the  law  of  the  State  of  New  York,  but  it 
is  formed  under  patents.    There  are,  I  think,  over  one  hundred 
patents  which  are  owned  or  controlled  by  this  Sleeping  Car  Com- 
pany, and  without  which  a  sleeping  car  cannot  be  run  upon  any 
railway  in  the  United  States  ;  nor  is  it  possible  for  any  railway, 
anyhere  to  successfully  run  a  sleeping  car  without  the  assent  of 
the  owners  and    holders  of   the   patents,  and   the    owners  and 
holders  of  those  patents  are  now  the  companies  which  control 
the  sleeping  car  interests  over  the  various  roads  in  the  United 
States.     Outside,    Mr.    Chairman,  of   the  legal  question   in- 
volved, I  will  state  this,  because  it  may  go  to  the  argument  in 
something  which  Mr.  Sterne  may  say.     He  may  claim— and  it 
would  be  necessary  in  any  event,  before   he   could  press  this 
question  that  he  should  claim   and  establish — that  an  officer 
of  the  railway  company,  in  consideration  of  his  interest  in  the 
Sleeping  Car  Company,  made  a  contract  with  the  Sleeping  Car 
Company  which  was  injurious  to  the   railway  company.     The 
Sleeping  Car  Company  had  a  contract  with  the  New  York  Cen- 
tral Railroad  which  is  more  favorable  to  the  railway  company 
than  the  contracts  made  by  the  Sleeping  Car   Company   with 
any  railways  in  the  State,  or  in  the  United  States.     With  the 
New  York  Central  Company,  up  to  the  present  time,  the  con- 
tract has  been,  that  instead  of  the  railway  paying  the  Sleeping 
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Car  Company,  the  Sleeping  Car  Company  paid  a  certain  per- 
centage to  the  railway  company  ;  and  now  the  contract  is  that 
the  railway  company  does  not  pay  one  dollar  to  the  Sleeping 
Car  Company,  and  the  Sleeping  Car  Company  takes  care  of 
its  own  property  at  its  own  expense ;  but  with  all  other  con- 
tracts that  are  made  by  all  other  railway  companies  with 
Sleeping  Car  Companies,  they  are  made  upon  a  car  mileage 
in  which  the  railway  companies  not  only  haul  the  Sleeping 
Car  Company's  trucks,  but  it  pays  them  also  a  royalty  for  the 
privilege  of  having  them  run  upon  its  road.  Therefore,  Mr. 
ChairmaD,  our  position  amounts  to  just  this  :  That  the  com- 
pany itself,  in  its  contract  with  the  railway  company,  has  made 
a  contract  which  is  beneficial  to  the  railway  ;  that  that  con- 
tract has  been  made  under  a  law  of  the  State  of  New  York, 
and  under  that  law  with  a  corporation  without  whose  existence 
these  cars  could  not  successfully  be  run  by  the  railway 
company ;  that  this  company  itself,  and  its  stockholders, 
do  20  per  cent,  of  their  business  in  the  State  of  New  York,  and 
80  per  cent,  of  their  business  out  of  the  State  of  New  York, 
and,  therefore,  the  whole  extent  of  their  business  and  manage- 
ment is  not  within  the  power  of  this  Committee,  nor  within 
the  legitimate  extent  of  its  inquiry ;  and  that  the  limit  to  which, 
under  the  resolutions,  or  under  any  proper  or  legal  prin- 
ciple, this  Committee  can  go,  is  this :  The  contract  existing 
between  this  company  and  the  railway  company,  and  the 
financial  relations  existing  between  the  two  organizations. 

The  Chairman — In  regard  to  the  scope  of  the  resolution, 
under  which  this  Committee  is  acting,  and  the  intention  of  the 
Legislature  with  reference  to  the  power  which  they  have  con- 
ferred, I  want  to  say  this  in  reply  to  the  argument  just  made  as 
well  as  in  reply  to  criticisms,  that  have  been  made  elsewhere  in 
that  regard  :  This  resolution  gave  me  some  trouble  at  the  time 
of  its  introduction  as  to  just  how  it  should  be  worded  and  just 
what  it  should  say.  It  was  sent  to  me.  I  counselled  with  sev- 
eral members  of  the  Legislature  in  regard  to  the  pro- 
priety of  changing  it,  and  in  regard  to  the  propriety  of 
specifying  just  what  the  proposed  Committee  should  do.  "We 
were  of  the  opinion  that  if  we  were  to  limit  our  powers  in  that 
way  we  would  find  ourselves  constantly  tied  up,  perhaps,  or  ar- 
guments made  that  we  were  tied  u;j  in  respect  to  particulars, 
which  would  be  inconvenient  and  embarrassing ;  therefore  the 
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resolution  was  put  before  the  House  in  very  general  language,, 
as  we  understood  at  the  time  possessing  no  limitation.    In  that 
form  it  was  adopted ;  then  the  Committee,  after  its  composition 
and  after  conference  and  consultation,  called  a  meeting  and  di- 
rected the  Chairman  to  issue  a  circular  to  all  the  commercial 
bodies  in  the  State,  mayors  of  cities,  and  other  organizations, 
asking  them  to  appear  before  that  Committee  at  a  day  named, 
either  in  person  or  by  communication,  and  present  an  indict- 
ment,   or    a  statement  of  the  complaints  which   they  had  to 
make  against   the  railway  management  of  the  State.     At  that 
meeting  the  Chamber  of  Commerce  and  Board  of  Trade,  and 
one  or  two  other  organizations  appeared  and  preferred  charges. 
A  number  of  other  organizations  were  then  present,  who  said 
that  those  charges  covered  all  that  they  had  to  say,  and  made 
none    in     addition .       A    number    of    communications    were 
addressed   to    the    Committee   by    parties  who  did  not    ap- 
pear.     The    Committee    caused     those    to    be    immediately 
printed    and    placed    upon    the    files     of    the     Legislature. 
The    Presidents  of    the  two    leading   railroads  of    the  State 
replied    to    those     charges    at     length,    making     an     issue. 
"We  were  very  soon  confronted  in  the  Legislature  with  many 
resolutions  proposing,  specifically  to  direct  this  Committee  to  do 
this  and  thatthing.  In  objecting  to  those,  and  in  arguing  against 
their  adoption,  I  called  the  attention  of  the  Assembly  distinctly 
to  this  fact,' that  we  had  asked  and  obtained  from  the  various 
representative  organizations  throughout  the  State,  a  statement 
of  their  complaints ;  that  we  had  received   a  reply  to  those 
complaints    from  the  railroads  ;    that  therein  was  stated   an 
issue  which  we  expected  judically  to  try  and   determiue  ;  that 
if,  in  the  opinion  of  the  Assembly,  it  was  not  broad  enough  to 
cover  everything  which  they  wanteil  investigated,  or  if  it  was 
tco  broad  and  covered  matters  which  they  did  not  want  in- 
vestigated, I  then  and  there  requested  them  to  say  so,  and 
inform  the  Committee,  and  instruct  the  Committee,  in  that 
respect  in  particular,  and  let  it  be  done  in  a  general  way,  but 
not   in   a   specific   manner,  as  they  were   then  attempting  to 
do.     The  specific  instructions,  with  one  exception,  were  not 
adopted,  and  the   general  powers  conferred  upon  the  Com- 
mittee   in    that    resolution,    under   all   these   circumstances, 
were  left  by  the  Legislature  in  precisely  the  manner  in  which 
I  have  stated.     My  understanding  of  the  power  intended  to  be 
62 
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conferred  upon  the  Committee  by  that  was  to  try  all  issues 
made  by  these  charges  and  by  this  letter,  and  that  there  was 
no  limitation  in  that  respect  except  such  as  the  Committee  in 
its  discretion  might  impose  ;  and  that  from  the  circumstances 
we  had  no  right  to  infer  that  the  Assembly  intended,  otherwise 
than  that  the  Committee  would  do  that  thing.  The  technical 
legal  construction  of  the  resolution  I  do  not  think  places 
any  limitation  upon  the  powers  of  the  Committee  in  that 
respect,  nor  do  I  think  that  the  concomitant  circumstances 
do.  I  wish  to  say  that  much,  by  way  of  the  general 
powers  of  the  Committee.  Now,  as  to  the  preliminary  ob- 
jection that  you  make  that  there  has  not  been  any  founda- 
tion laid  for  calling  for  this  information  such  as  would 
warrant  the  asking  of  the  question  in  a  court  of  justice,  I 
think  the  call  made  this  morning  is  a  sufficient  reply,  for  it 
calls  for  all  information  of  a  preliminary  and  a  general  charac- 
ter. Of  course,  the  Committee,  in  making  this  call,  seek  to  pos- 
sess themselves  of  this  information.  They  do  not  intend  to 
publish  all  of  these  books,  but  to  publish  such  parts  as  they 
may  deem  of  interest  to  the  public  and  of  interest  to  the  Legis- 
lature. It  seemed  to  me  that  it  might  be  inferred  from  the 
argument  made,  although  I  do  not  think  it  was  at  all  intended, 
that  the  Committee,  by  calling  for  this  information,  thereby 
assumed  that  there  was  something  wrong. 

Mr.  Depew — Oh,  no,  I  do  not  do  that. 

The  Chairman — We  do  not  make  any  such  assumption  at 
all ;  we  simply  want  to  perform  our  duties  by  way  of  an  inves- 
tigation, and  shall  be  quite  as  glad,  quite  as  much  pleased,  to 
have  the  result  of  that  investigation  vindicate  everything  as  to 
elicit  subjects  of  criticism.  In  regard  to  the  argument  made 
that  the  fact  that  this  company  is  doing  business  without  the 
State  as  well  as  within  it  is  a  reason  why — which  I  believe 
was  expressed  very  strongly — this  Committee  should  not 
inquire  into  the  matter,  it  does  not  seem  to  me  to  be  tenable 
at  all,  for,  in  that  view  of  the  case,  it  would  be  a  very  easy 
matter  to  place  one's  self  or  one's  association  beyond  the  power 
of  inquiry  at  the  hands  of  this  Legislature  at  all.  The  statute, 
in  regard  to  the  authority  by  which  these  cars  are  placed  upon 
the  road,  is  as  follows,  and  I  think,  perhaps,  the  reading  of 
that  will  be  as  fair  a  statement  of  the  propriety  of  this  inquiry 
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as  could  otherwise  be  made.  Chapter  125  of  the  Laws  of 
1858,  sajs  : 

"  Sec.  I.  Any  patentee  of  a  sleeping  car,  or  his  legal  repre- 
"  sentative,  may  place  his  car  upon  any  railroad  of  this  State, 
"  with  the  assent  of  the  company  owning  such  road.  Such 
"  patentee,  or  his  legal  representative,  may  charge  for  the  use 
"  of  such  car,  in  all  cases,  to  each  passenger  occupying  the 
"  same,  40  cents,  which  sum  shall  entitle  such  passenger  to  the 
"  use  of  a  berth  for  100  miles ;  and  the  said  patentee,  or  his 
"  legal  representative,  may  charge  at  aud  after  the  rate  of  3 
"  mills  for  every  additional  mile ;  but  in  no  case  shall  the 
"  charge  exceed  80  cents. 

"  Sec.  II.  The  railroad  companies  permitting  the  use  of  such 
"  cars,  shall,  nevertheless,  keep  sufficient  first  class  cars  of  other 
"  kinds  for  the  convenient  use  and  occupation  of  all  passen- 
"  gers  not  wishing  to  use  a  sleeping  car.  And  the  tickets  issued 
"  for  the  use  of  the  sleeping  cars  shall  have  plainly  written  or 
"  printed  thereon,  '  Sleeping  car ; '  and  all  persons  using  a 
"  sleeping  car  shall  be  furnished  with  such  tickets. 

"  Sec.  III.  No  raihoad  corporation  shall  be  interested  in  the 
"  additional  sum  paid  ior  the  use  of  berths  in  sleeping  cars, 
"  pursuant  to  the  provision  of  this  act. 

"  Sec.  IY.  Nothing  in  this  act  contained  shall  be  so  con- 
"  strued  as  to  exonerate  any  railroad  company  from  the  pay- 
"  ment  of  damages  for  injuries,  in  the  same  way  and  to  the 
"  same  extent  they  would  be  required  to  do  by  law  if  such 
"  cars  were  owned  and  provided  by  the  company. 

"  Sec.  V.  The  Legislature  may  alter,  amend,  or  repeal  this 
"  act." 

Now,  it  seems  to  me,  the  fair  construction  of  that  act,  in  con- 
nection with  what  I  have  already  stated,  renders  it  eminently 
proper,  for  purposes  which  are  quite  apparent,  to  make  this 
inquiry,  and  to  call  for  the  information  which  has  just  been 
called  for  from  the  witness.. 

Mr.  Depew — I  think  your  question  better  be  divided,  so  that 
it  can  be  put  to  the  witness  in  proper  form ;  because  some  of 
these  matters  of  course  he  has  not  under  his  control  or  in  his 
power  to  produce,  and  we  come  back  then 

The  Chairman— Pardon  me  for  interrupting  you.  This  is  a 
partnership,  which  has  issued  stock  ? 
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Mr.  Depew — Yes. 

The  Chairman — Its  interests  are  so  represented. 

Mr.  Depew — Yes,  sir. 

The  Chairman — It  is  not  a  joint  stock  company  ? 

Mr.  Depew — I  think  it  is  in  the  nature  of  a  joint  stock  com- 
pany— somewhat  in  that  nature.  It  has  officers  who  have  the 
exclusive  control  of  its  affairs,  and  who  are  elected  by  its 
shareholders,  or  appointed  by  its  shareholders. 

The  Chaieman — You  are  not  seeking  to  make  a  technical 
point  ? 

Mr.  Depew — Oh,  no,  not  at  all. 

The  Chairman — I  suppose  that  any  decision  of  this  question 
on  the  part  of  the  Committee  made  in  this  instance  would  be 
as  well,  and  I  suppose  that  the  relations  that  you  sustain  to  all 
of  these  parties  and  to  each  other,  would  be  such,  that  any  in- 
formation we  should  determine  to  produce,  would  be  produced 
as  well  through  the  instrumentality  of  one  gentleman  as  another, 
inasmuch  as  it  has  been  done  so  throughout  the  entire  investi- 
gation. We  have  called  upon  any  witness  we  happened  to 
have  on  the  stand  for  what  we  wanted,  whether  it  was  in  an- 
other department  or  not,  and  it  has  been  furnished. 

Mr.  Depew — Mr.  Chairman,  I  think  that  it  is  our  duty, 
under  the  circumstances,  to  separate  ourselves,  as  the  repre- 
sentatives of  the  New  York  Central  Eailway  Company,  from 
this  other  organization,  and  allow  it  to  be  represented  by  its 
officers  and  counsel.  We  answer  what  we  know,  but  we  dis- 
claim the  power  to  produce.  I  don't  do  that  technically.  We 
might  have  the  physical  power  to  go  to  these  people  and  say 
to  them,  "you  must  do  this,"  and  they  might  decline.  We 
don't  want  to  be  put  in  any  such  relation.  In  other  words,  we 
don't  want  to  be  asked  to  exercise  an  official  relation  that  we 
do  not  possess.  What  we  know,  that  is  a  legitimate  subject 
of  inquiry.  The  proper  officer,  who  can  meet  the  inquiry 
which  you  have  just  made,  must  meet  it  by  himself. 

Mr.  Sterne — But  the  law  does  not  recognize  any  officers  of 
a  private  copartnership.  What  you  see  fit  to  call  officers  are 
mere  agents  and  employees  of  the  copartnership.  The  law 
recognizes  the  officers  of  a  corporation,  of  course.  If  the 
Wagner  Drawing  Boom  Car  Company,  or  Sleeping  Car  Com- 
pany, is  organized  under  a  corporate  name  with  a  corporate 
seal,  the  law  states  how  we  shall  get  papers  from  a  corporation 
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and  how  to  bring  a  corporation  into  court ;  but,  if  you  choose 
to  call  the  agents  or  employees  of  a  private  corporation  officers, 
certainly  then  we  cannot  be  precluded  by  reason  of  the  fact 
that  you  see  fit  to  call  them  officers  whom  the  law  does  not 
recognize  as  officers  of  any  corporation. 

Mr.  Buerill — Ou  the  other  hand,  whether  they  be  a  part- 
nership or  not,  if  this  Committee  desires  to  get  the  books  and 
papers  they  must  lay  their  hands  on  the  man  who  has  them, 
and  it  will  not  do,  because  I  am  connected  in  a  partnership, 
to  arraign  me,  and  ask  me  to  produce  books,  papers  and 
documents  belonging  to  the  partnership,  which  I  frankly  state 
under  oath  'are  not  under  my  control ;  the  gentlemen  who 
represents  this  Committee  knows  full  well  how  to  get  those 
papeis;  he  knows  full  well  in  whose  possession  those  papers 
ought  by  law  to  be  ;  he  knows  full  well  in  whose  possession 
those  papeis  actually  are;  and  I  understand  from  Mr.  Depew 
that  the  power  of  this  Committee  has  been  exercised  by  sub- 
poenaing the  persons  having  possession  of  those  papers  and 
documents  ;  and  I  have  no  doubt  when  the  Committee  exer- 
cises the  authority,  which  they  say  they  have  in  the  premises, 
the  gentlemen  subpoenaed  will  be  ready  (o  answer;  but  to  say 
that  we  shall  produce  books,  papers  and  documents,  which 
the  witness  is  willing,  under  oath  to  state,  are  not  in  his  pos- 
session or  under  his  control,  and  never  have  been,  merely 
upon  the  ground  that  he  has  some  individual  interest  or  con- 
nection with  that  partnership,  is  laying  down  a  rule,  I  appre- 
hend, that  would  not  be  enforced  in  any  court  of  law,  and  I 
doubt  very  much  whether  the  Committee  will  undertake  to 
enforce  it  here.  It  is  not  right  to  place  the  witness,  who  is 
brought  here  for  another  purpose,  for  the  purpose  of  being 
examined  in  regard  to  charges  affecting  the  character  and  con- 
nection of  a  large  corporation  with  which  he  is  connected,  it 
is  not  fair  to  him,  while  he  is  brought  here  for  the  purpose  of 
investigating  those  charges,  to  make  him  the  instrument  of 
producing  papers  and  documents  which  ought  properly  to  be 
in  the  possession  of  other  persons,  or  in  case  of  his  refusal  to 
expose  him  to  the  necessity  or  inconvenience  of  being  obliged 
to  refuse  to  comply  with  the  request  of  the  Committee.  It  is 
not  right  to  place  him  in  that  position. 

The  Chaieman — I  think  I  explained  the  position  of  the  Com- 
mittee in  that  respect.     We  are  not  seeking  to  make  any  tech- 
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nical  point  here.  Mr.  Vanderbilt,  as  well  as  other  individuals, 
was  subpoenaed  to  produce  the  information.  The  position  which 
the  Committee  take  is  the  position  which  I  think  would  be 
proper  in  a  court  of  justice  in  reference  to  a  partnership  ;  we  do 
not  want  to  subject  anybody  to  inconvenience  ;  the  easiest  way 
the  matter  can  be  gotten  at  the  better  ;  it  may  preclude  a  very 
long  oral  examination  if  the  books  are  furnished  as  we  have 
requested. 

Mr.  Buerill — I  think  the  witness  will  state,  if  the  opportu- 
nity is  afforded  him — and  of  course  the  opportunity  will  be 
afforded  him  when  the  questions  are  put — that  he  never  has  had 
the  possession  or  custody  of  those  books,  or  any  'control  over 
them.  He  may  doubtless  have  a  legal  control  ;  he  may  have  a 
right  now  to  go  into  a  court  of  equity  and  ask  to  have  those 
books  produced  ;  he  doubtless  would,  in  case  of  a  refusal  on 
the  part  of  his  associates  to  produce  them  ;  but  the  Chairman 
will  perceive  it  places  him  in  the  position  of  being  obliged  to 
demand  a  legal  right  and  subject  himself  to  the  refusal  of  that 
right.  I  say  the  Committee  have  no  right  to  place  him  in  that 
position.  He  may  have  the  legal  right  to  demand  those  papers. 
That  is  not  the  question.  He  is  not  subpoenaed  here  to  produce 
them  ;  he  states  under  oath  that  he  has  not  got  them ;  he 
never  has  had  them,  and  has  no  custody,  possession,  nor  con- 
trol over  them,  and  that  the  papers,  so  far  as  he  knows,  are  in 
the  possession  of  the  person  who  has  been  selected  by  the 
other  associates  to  take  charge  of  them,  and  it  seems  to  me 
proper  that  he  should  have  the  opportunity  of  making  that  ex- 
planation. 

The  Chairman — He  shall  have  the  opportunity  of  making 
any  explanation  he  desires. 

Mr.  Burrill — Therefore  we  suggest  that  the  inquiry  should 
be  divided  in  regard  to  those  matters  which  may  be  strictly 
within  Ins  knowledge  from  those  which  are  not. 

The  Chairman— Mr.  Vanderbilt  is  the  first  witness  that  we 
have  had  upon  the  stand  who  we  have  been  led  to  suppose  knew 
anything  about  this  matter.  From  inquiries  made  as  to  what 
witnesses  could  furnish  us  the  information,  we  were  referred  to 
Mr.  Vanderbilt  and  Mr.  Wagner,  and  this  matter  is  taken  up 
in  his  examination  for  that  reason,  and  in  due  course.  (To the 
witness)  Mr.  Vanderbilt,  how  many  partners  are  there  in  this 
partnership  ?     A.  I  have  understood  they  numbered   between 
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one  and  two  hundred  ;  I  don't  speak  from  positive  knowledge, 
because  I  have  not  any  knowledge  about  it,  much  more  than 
you  have,  only  just  the  contract  with  the  railroad  company. 

Q.  Who  are  the  officers  that  have  been  alluded  to  this  morn- 
ing ?     A.  Mr.  Wagner  is  the  only  man  I  know  about. 

Q.  And  what  is  his  position ;  what  is  his  official  designa- 
tion? A.  I  suppose  he  is  President;  I  don't  know;  I  don't 
know  whether  it  has  got  a  President;  I  don't  know  what  the 
title  is  ;  I  have  never  given  it  any  attention  ;  he  has  fullcharge 
of  it ;  anything  that  Mr.  Wagner  does  in  regard  to  it  is  the 
company  ;  I  think  he  has  got  a  Board  of  Directors  ;  I  think  he 
has  ;  I  can't  state  who  they  are,  fori  don't  know. 

Q.   Isn't  it  a  joint  stock  company  instead  of   a  partnership  ? 

Mr.  Depew — I  think  it  would  be  found  to  amount  to  about 
that  in  the  end.     I  have  not  examined  it  carefully  myself. 

The  Witness — I  don't  know  the  difference  between  a 
joint  stock  company  and  a  partnership. 

The  Chairman — The  Committee  have  been  confused  a  little  ; 
we  Supposed  it  was  a  partnership  existing  like  other  partner- 
ships. (To  the  witness)  He  is  the  only  man  whom  you  know 
as  officially  connected  with  it?  A.  With  the  management; 
whatever  he  does  and  says — I  guess  it  is  the  same  with  every- 
body else  that  has  any  stock  in  it ;  it  is  so  with  myself ; 
I  don't  believe  anybody  questions  Mi-.  Wagner  about  it  at  all ; 
that  has  always  been  my  case ;  except  under  the  contract,  the 
Superintende  t  of  the  railroad  company  has  full  control  as  to 
cars  and  conductors,  and  things  of  that  kiod. 
'  Q.  You  say  you  think  there  is  a  Board  of  Directors  ;  can 
you  tell  us  who  constitute  that  Board  ?     A.  I  cannot. 

Q.  Or  any  of  them?     A.  I  don't  know. 

Q.  Do  you  know  whether  there  is  a  Secretary  or  Treasurer? 
A.  .1  do  not;  I  guess  Mr.  Wagner  is,  although  he  may  have  a 
regular  one  ;  I  don't  know  anything  about  it ;  I  never  attended 
a  meeting  in  my  life ;  ary  interest  that  I  have  got  in  it  or 
anything  of  the  kind,  are  all  done  with  Mr.  Wagner;  I  don't 
control  it  by  any  means  ;  the  stock  or  any  other  way. 

The  Chairman — Mr.  Depew,  is  Mr.  Wagner  here? 

Mr.  Depew — I  have  not  seen  him  this  morning  ;  he  was  in 
town  yesterday. 

The  Chairman — I  think,  under  the  circumstances,  Mr. 
Sterne,  you  better  pass  that  part  of  the  examination  of  Mr. 
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Vanderbilt,  and  proceed  ;  he  does  uot  seem  to  possess  very  de- 
finite information  on  the  subject  itself. 

By  Mr.  Sterne  : 

Q.  These  figures  that  have  been  furnished  to  the  Com- 
mittee, of  payment  by  the  Drawing  Eoom  Car  Company 
to  the  railway  company,  do  they  lepresent  net  proceeds 
or  gross  proceeds  ?  A.  Those  are  when  we  were  doing  their 
repairs,  I  guess,  under  the  old  contract;,  it  is  1874;  that  is 
when  we  were  doing  their  repairs  that  we  got  this  money. 

Q.  Before  you  leave  the  one  for  1874 — does  that  represent 
net  or  gross  ?  A.  It  represents  all  the  money  that  they  paid 
the  company. 

Q.  That  represents  1:0  per  cent.  ?  A.  Out  of  that  we  kept 
the  cars  in  repair,  and  washed  them  and  oiled  them,  and 
everything  of  that  kind. 

Q.  The  proceeds  that  they  paid  to  the  company,  were  they 
net  proceeds,  deducting  all  expenses  to  which  the  Wagner 
Drawing  Room  Company  was  put,  or  were  they  gross  ?  A. 
20  per  ceni.  out  of  the  gross  ;  they  were  not  at  much  ex- 
pense ;  we  paid  the  expense  ;  that  is  my  understanding  of  it. 

Q.  20  per  cent,  out  of  the  gross  ?  A.  That  is  my  under- 
standing. 

Q.  The  whole  income?  A.  Don't  the  contract  tell?  It  is  in 
the  contract  whatever  it  is  ;  I  have  not  seen  that. 

By  Mr.  Burrill  : 

Q.  Your  recollection  is  20  per  cent,  of  the  gross  earnings'  ? 
A.  Yes,  sir ;  20  per  cent,  of  the  gross  earnings  ;  I  think,  that 
is  the  agreement. 

By  Mr.  Sterne  : 

Q.  Is  that  true  of  the  whole  ?  A.  I  suppose  so  ;  all  the  ac- 
counts that  have  been  rendered  to  the  company  ;  no  doubt 
about  that. 

Q.  Who  pays  the  employees  of  the  cai  s  ?  A.  You  mean  the 
conductors  and  attendants  ? 

Q.  The  conductors  and  porters  and  attendants  ?  A.  That 
Mr.  Wagner  does. 

Q.  Have  you  ever  had  any  computation  made  for  you,  or 
made   any  computation,  whether  that  pays  for   the   haul  of 
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those  cars  over  your  line  of  road  ?  A.  When  this  contract 
was  made  this  company  complained  very  bitterly  ;  I  think  this 
contract  was  made  at  my  suggestion,  a  long  time  ago ;  I  think 
I  suggested  it  to  my  father,  in  the  first  instance,  and  he  adopted 
it ;  these  other  companies  all  paid  the  sleeping  cars — some  of 
them  paid  5  cents. 

Q.  You  mean  the  railroad  companies  paid  ?  A.  The  rail- 
road companies  paid;  5  cents  is  the  usual  car  mileage  on 
passenger  cars,  between  companies,  and,  I  think  some  of  the 
railroad  companies  paid  the  Sleeping  Oar  Companies  as  high 
as  5  cents ;  a  good  many  paid  2  and  3  cents  ;  I  know  when  I 
got  the  Canada  Southern  Road  they  were  paying — and  the 
Great  Western  Road,  and  the  Michigan  Ceutral  Road,  were  all 
paying  Pullman,  and  their  contracts  expired,  and  when  they 
did  expire  Mr.  Wagner  went  in  and  paid  them  instead  of  their 
paying  him. 

Q.  Those  roads  that  you  mention  are  roads  that  run  in  con- 
nection with  the  New  York  Central?  A.  All  the  cars  do  busi- 
ness over  those  roads  ;  they  are  not  confined  to  us. 

Q.  Those  roads  are  part  of  what  is  known  as  the  New  York 
Central  system,  are  they  not?  A.  No;  not  the  New  York 
Central  system  by  any  means,  any  more  than  the  Eiie  system. 

Q.  You  would  not  consider  the  Canada  Southern,  for  in- 
stance, the  Erie  system,  would  you  ?  A.  Just  as  much  as  the 
New  York  Central ;  they  don't  make  any  distinction  in  their 
business. 

Q.  I  don't  want  to  unnecessarily  ask  anything  in  relation  to 
your  private  affairs,  but  isn't  it  true  that  the  Canada  Southern 
Railway  Company  and  the  Lake  Shore  and  the  other  railway 
companies  that  you  have  named,  over  which  the  Wagner 
drawing  room  cars  run,  are  more  or  less  under  the  control  and 
have  operating  agreements  with  the  New  York  Central  Rail- 
way Company  or  its  Directors  ?  A.  The  same  way  with  the 
New  York  Central ;  what  you  want  to  get  at  is  true,  that  the 
stockholders  of  those  companies  have  selected  me  as  their 
President. 

Q.  And  there  is  a  large  stockholding  interest — I  don't  ask 
how  large,  bui  there  is  a  large  stockholding  interest  in  common 
between  all  those  roads  ?     A.  Yes,  sir. 

Q.  And  they  have  operating  arrangements  or  agreements 

with  each  other  ?     A.  Those  arrangements 
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Q.  I  don't  ask  what  they  are  ?  A.  I  want  to  tell  you ;  those 
arrangements  have  never  changed  one  iota  to  this  moment, 
from  what  they  were  before  I  was  the  executive  officer  of 
either  of  those  companies ;  exactly  the  same  to-day  as  they 
were  before  in  every  respect. 

Q.  Have  they  always  been  the  same  ?  A.  For  a  long  time  ; 
just  exactly  the  same  with  the  Erie  Eoad,  and  with  all  their 
connections,  the  same  to-day  as  they  were  before  I  was  Presi- 
dent. 

Q.  Then  there  is  not  any  special  object  on  the  part  of  any 
special  railway  management  to  make  any  extensive  purchases 
of  stock,  or  to  obtain  control  of  any  railway  interests  outside  of 
the  State  for  western  connections  ?  A.  I  don't  know  anything 
about  that ;  of  course,  there  is  an  object ;  when  outside  parties 
think  they  can  accomplish  anything  by  controlling  stock,  and 
the  market  is  open  to  them,  they  are  ready  to  buy  it ;  the  only 
question  is,  whether,  if  they  do  not  buy  the  control,  they  could 
get  it ;  I  certainly  don't  own  it. 

Q.  The  roads,  for  instance,  that  are  in  some  degree  con- 
trolled by  the  Erie  system,  have  you  the  same  facilities  over 
those  roads  that  the  Erie  Company  has  ?  A.  Yes,  sir  ;  what 
I  consider  controlled  by  the  Erie  system  ;  some  of  our  most 
important  connections  are  controlled  by  the  Erie  system  ;  we 
have  the  same  facilities  over  them  that  we  had  before  the  Erie 
system  controlled  them. 

Q.  The  stockholding  interest  that  you  have  in  the  Wagner 
Drawing  Room  Car  Company,  is  that  wholly  in  your  own 
name  ?     A.  Yes,  sir. 

Q.  There  is  no  stock  in  the  name  of  anyone  else  held  for 
you?  A.  Not  a  penny  ;  there  is  no  concealment;  there  is  some 
stock  in  my  name  that  I  do  not  own  ;  I  hold  it  in  trust  for 
other  people. 

Q.  The  New  York  Central  Sleeping  Car  Company  and  the 
Wagner  Drawing  Eoom  Car  Company— are  they  one  and  the 
same  thing  ?     A.  Yes,  sir. 

Q.  And  they  are  both  under  the  control  of  Mr.  Wagner?  A. 
Yes,  sir. 

Q.  You  did  not  answer  my  question  whether  you  ever  made 
any  computation,  as  to  whether  or  not  it  paid  the  New  York 
Central  Railway  Company,  in  consideration  of  these  several 
payments,  to  haul  these  heavy  palace  and  drawing  room  cars 
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for  the  Wagner  Company  ?  A.  We  have  to  do  it  in  competi- 
tion with  other  companies  ;  yes,  there  is  no  question  about  its 
paying;  we  would  have  to  furnish  other  cars  if  they  were  not 
there  ;  it  would  simply  be  impossible  to  do  that  class  of  busi- 
ness on  our  road  under  the  law  the  way  it  is  without  those  cars 
were  there. 

Q.  Do  you  think  it  would  be  impossible  ?     A.  I  do. 

Q.  Have  you  ever  made  any  effort  to  have  the  law  changed 
in  that  particular,  if  you  thought  it  impossible  ?     A.  No. 

Q.  Do  you  think  it  a  hardship  upon  the  New  Tork  Central 
Railway  Company  ?     A.  To  do  what? 

Q.  That  the  law  exists  on  the  statute  book,  throwing  that 
first  class  passenger  traffic,  into  private  hands  ?  A.  I  should 
think  if  that  law  was  blotted  out  it  would  be  a  very  great 
hardship  upon  the  New  Tork  Central  Eailroad  Company. 

Q.  If  the  law  was  wiped  out?     A.  Yes,  sir. 

Q.  How?  A.  We  would^have  to  do  the  business  and  get 
less  than  any  other  railroad  in  the  country  gets  now;  the 
traveling  community,  traveling  on  the  New  Tork  Central 
Road  that  is  not  competitive  with  other  roads,  get  their 
fare  over  our  road,  including  the  sleeping  car  and  drawing  room 
service,  at  a  less  rate  than  any  other  road  in  the  country. 

Q.  That  is  quite  independent  of  the  drawing  room  cars  and 
sleeping  cars,  isn't  it?  A.  Not  at  all;  I  mean  the  drawing  room 
and  sleeping  car  service  combined  with  the  regular  fare,  is  less 
than  the  regular  fare  alone  on  any  road  after  you  get  off  of  our 
road,  that  I  know  of ;  therefor  a  mun,  that  comes  on  our  road 
and  travels,  gets  a  sleepiug  car  and  a  drawing  room  car — I 
mean  the  non-compeiitive  business — he  gets  that  free  gratis, 
for  nothing  ;  the  same  rate  he  would  have  to  give  to  any  other 
road  he  goes  on  after  he  leaves  our  line. 

Q.  You  still  do  not  make  it  clear  to  me  how  it  would  be  a 
hardship  upon  the  New  Tork  Central  to  have  the  earnings  of 
the  Wagner  Drawing  Room  Car  Company,  added  to  its  own 
earnings?  A.  I  did  not  understand  you  to  say  that ;  I  under- 
stood you  to  say  that  you  do  away  with  the  law,  and  impose 
upon  the  New  Tork  Central,  the  maintenance  of  the  sleeping 
car  and  drawing  room  arrangement  without  any  additional 
fare,  under  existing  laws. 

Q.  No ;  that  would  be  clearly  unfair,  of  course  ?  A.  That 
is  the  way  I  understood  you. 
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Q.  Would  you  consider  tli e  abrogation  of  the  law  a  hardship 
upon  the  company  if  the  company  were  permitted  to  furnish 
the  accommodations  that  the  Wagner  Drawing  Room  Oar  Com- 
pany furnish,  allowing  to  the  New  York  Central  the  same  rate 
of  compensation  that  is  now  allowed  to  the  Wagner  people? 
A.  I  very  much  question  whether  the  New  York  (Jentral  would 
be  able  to  do  it. 

Q.  Why  not?  A.  Because  the  owners  of  these  patents  would 
impose  such  prices  upon  us  for  the  patents,  it  is  very  question- 
able whether  we  would  be  able  to  make  any  arrangements  at 
all? 

Q.  Why  should  they  impose  severer  terms  upon  the  New 
York  Central  road  than  they  do  upon  Mr.  Wagner?  A.  For 
the  same  reason  that  they  charge  ten  times  as  much  to  us  for 
an  acre  of  land  or  a  house,  as  they  would  to  you  as  an  individ- 
ual ;  that  is  our  experience. 

Q.  You  have  the  power  to  take  the  acre  of  land  whether  a 
man  wills  or  not?  A.  Not  the  patents  though,  I  would" not, 
and  if  we  take  an  acre  of  land  under  a  commission  we  generally 
give  about  four  times  what  it  is  worth ;  we  don't  think  that 
helps  us  much. 

Q.  Do  you  think  that  would  not  apply  ?     A.  No. 

Mr.  Bubrill — Isn't  it  a  fact  that  these  patents  are  owned  by 
Wagner  ? 

The  Witness — They  are. 

Q.  How  does  Pullman  happen  to  get  the  facilities  for  run- 
ning cars  if  Mr.  Wagner  owns  the  patents  ?  A.  I  guess  Wagner 
bought  pretty  much  what  he  got  from  Pullman  a  good  while 
ago. 

Q.  Wagner  is  a  licensee  from  Pullman  ?  A.  They  both 
have  patents  I  think  ;  I  think  Pullman  has  some  that  Wagner 
has  not,  and  Wagner  has  some  that  Pullman  has  not. 

Mr.  Depew — Yes ;  that  is  the  statement ;  they  are  licensees, 
I  think,  to  some  extent,  of  each  other. 

The  Witness— Not  only  that,  Mr.  Sterne,  if  the  New  York 
Central  road  had  the  right  we  would  have  to  make  arrange- 
ments with  these  other  companies  to  run  them,  and  I  think  it 
would  be  very  much  more  difficult  for  us  to  do  it  than  it  would 
a  company  like  that. 

Q.  Yesterday,  in  your  examination  in  relation  to  the  oil 
matters,  did  I  understand  you  correctly  to  say  that  you  were 
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deterred  from  making  equal  rates  to  all  oil  shippers  by  fear 
of  the  withdrawal  of  the  Standard  Oil  business  from  your 
road  ?     A.  Did  what  ? 

Q.  Did  I  understand  you  correctly  to  say  that  you  were 
deterred  from  making  equal  rates  to  all  oil  shippers  from  fear 
of  the  withdrawal  of  the  Standard  oil  business  from  your 
road  ?  A.  Oh,  no  ;  I  said  we  had  always  offered  to  do  it ; 
we  were  never  deterred  from  doing  it. 

Q.  Provided  that  the  shipments  would  be  as  large?  A. 
No ;  the  shipments  should  be  satisfactory  to  us  in  extent ;  if 
a  man  wanted  what  would  be  a  satisfactory  amount  to  us 
carried  over  the  road,  it  should  be  reasonably  large. 

Q.  Then  you  said  you  built  a  railroad  especially  for  the  oil 
regions;  to  what  railroad  did  you  refer?  A.  We  extended 
the  Alleghany  Valley  Eoad  down  to  Titusville. 

Q.  It  is  known  as  the  Dunkirk,  Alleghany  Valley  &  Pitts- 
burgh Road  ?     A.  Yes,  sir. 

Q.  What  oil  men  was  it  who  agreed  to  ship  over  your 
road,  do  you  remember  ?     A.   Along  list,  twenty  firms. 

Q.  Is  not  that  the  subject  of  correspondence  between  your 
father  and  the  merchants  and  shippers  in  that  locality  ?  A. 
No  ;  I  think  not. 

Q.  Isn't  there  such  a  letter  in  your  office  ?  A.  I  think 
there  is. 

Q.  And  correspondence ?  A.  I  think  it  is ;  I  think  that 
was  to  me,  not  my  father. 

Q.  Will  you  look  ?     A.  Yes,  sir. 

Q.  Anrt  without  encumbering  the  record  with  the  whole 
letter ;  give  us  the  names  of  the  parties  ? 

Mr.  Burrili, — What  is  the  letter  ?  Give  us  the  date 
of  it. 

Mr.  Sterne— A  letter  in  1872,  asking  for  the  extension  of 
this  road  to  Titusville,  to  Mr.  V  anderbilt  and  his  reply. 

Q.  Didn't  you  get  the  general  business  of  that  locality,  even 
if  you  did  not  get  the  oil,  after  the  extension  ?  A.  We  got  a 
fair  share  of  it. 

Q.  Don't  you  know  that  the  Titusville  refiners  did  actually 
ship  their  oil  during  the  whole  of  the  time  after  the  comple- 
tion of  your  road,  over  your  road  ?     A.  No. 

Q.  When  you  say  no,  do  you  mean  to  say  that  you  don't 
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know,  or  that  it  is  not  so  ?     A.  I  mean  that  they  did  not  do  it ; 
some  few  did,  probably. 

Q.  Don't  you  know  that  their  properties  were  purchased  up 
by  the  Standard  Oil  Company  because  of  their  insolvency — 
those  that  did  not  ship  ?  A.  My  understanding  is  that  they 
sold  out  to  the  Standard  Oil  Company,  and  that  this  enabled 
them  to  get  a  higher  price  and  enabled  them  to  make  a  rate 
with  the  Standard  Oil  Company  ;  the  Standard  Oil  Company 
would  probably  have  bought  them  at  a  lower  rate  if  this  ar- 
rangement had  not  been  made  with  them. 

Q.  How  could  the  Standard  Oil  Company  afford  to  buy  up 
all  the  other  refiners  ?     A.  I  cannot  tell ;  they  can  tell  you. 

Q.  You  don't  know — that  is  a  mystery  to  you  ?  A.  That  is 
a  matter  of  capital,  I  suppose. 

Q.  Merely  a  matter  of  capital  ?     A.  I  suppose  so. 

Q.  It  was  merely  a  matter  either  of  misfortune  or  insuf- 
ficient capital  that  induced  the  other  people  to  sell  out  ?  A..  I 
don't  know  anything  about  it. 

Q.  But  you  do  know  that  they  sold  out  ?  A.  That  is  my  un- 
derstanding of  it. 

Q.  How,  after  they  sold  out,  could  they  have  given  you  the 
oil?  A.  They  could  not ;  they  made  the  arrangement  before 
they  sold  out. 

Q.  You  refer  us  to  Mr.  Eutter  or  Mr.  Newell  to  give  us  in- 
formation in  relation  to  the  oil  business ;  who  is  this  Mr. 
Newell  ?  A.  No  ;  that  was  not  in  relation  to  the  oil  business  ; 
in  relation  to  some  particular  branch  of  the  oil  business  that 
you  spoke  about,  our  taking  that  stock,  and  about  matters  re- 
lating to  Cleveland  ;  Mr.  Newell  can  tell  you  about  that,  so  far 
as  the  Lake  Shore  road  is  concerned. 

Q.  Is  not  Mr.  Newell  at  Cleveland?  A.  Mr.  Newell  is 
the  General  Manager  of  the  Lake  Shore  Railroad. 

Q.  At  Cleveland?  A.  He  lives  at  Chicago,  his  office  is  at 
Cleveland. 

Q.  He  is  not  accessible  by  this  Committee  ?  A.  I  don't  be- 
lieve that  he  would  claim  that  he  was  out  of  your  province ; 
there  is  no  disposition  on  our  part  to  conceal  anything  from 
you  in  regard  to  the  oil  business  at  all ;  we  are  willing  you 
should  know  about  it  as  far  as  we  are  concerned. 

Q.  Do  you  know  that  no  charges  follow  the  shipments  of  oil 
now?     A.  I  do  not ;  I  don't  know  anything  about  the  details. 
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Q.  Is  not  that  a  matter  of  so  much  importance  that  you 
should  be  consulted  about  it  ?  A.  No,  sir ;  I  have  handed 
the  entire  business  over  to  Mr.  Rutter  since  my  father's  ill- 
ness, and  the  details  I  don't  bother  myself  about ;  it  was 
three  years  ago. 

Q.  Will  you  furnish  a  statement  similar  to  the  statement  that 
we  asked  of  the  Erie  Railroad  Company,  showing  the  aggregate 
monthly  shipments  by  the  Standard  Combination  over  the 
New  York  Central  &  Hudson  River  Railroad  to  New  York, 
giving  the  number  of  barrels  crude,  and  net  revenue  there- 
from ;  and  the  same  for  refined,  commencing  with  April  18th, 
1877,  and  continuing  to  June,  1879  ;  and  distinguishing  the 
shipments  to  the  Standard  from  shipments  to  other  parties  ; 
and  giving  the  names  of  the  other  parties  ;  and  by  the  Stand- 
ard of  course  I  ii.ean  all  those  who  are  known  to  you 
to  come  under  the  Standard  Combination  or  who  have  the 
same  rates  as  the  Standard  Combination  ?  A.  There  isn't 
anybody  known  to  me ;  to  our  people  you  mean? 

Q.  Known  to  your  people;  the  rate  would  tell  the  story, 
wouldn't  it  ?  A.  I  don't  know  anything  about  it ;  I  suppose  it 
would. 

Q.  The  rate  would  tell  the  story  whether  it  was  the  Stand- 
ard Combination  or  not  ?  A.  I  dou't  know  ;  not  necessarily, 
I  don't  think  it  would ;  I  think  there  were  other  men  on  the 
road  three  or  four  years  ago  that  had  the  same  rate  that  the 
Standard  did. 

Q.  What  is  the  extent  of  your  holding  in  the  Merchants' 
Despatch  Transportation  Company?  A.  Not  a  dollar,  sir; 
'2U  shares  stand  in  my  name,  to  make  me  a  director. 

Q.  None  are  held  for  your  benefit  ?  A.  Not  in  any  way, 
shape  or  manner. 

Q.  Has  the  New  York  Central  Railroad  Company  an  agency 
wherever  the  Merchants'  Despatch  Company  has  one  ?  A.  I 
can't  tell  you  ;  I  guess  not ;  oh,  no,  I  know  they  have  not. 

Q.  The  Merchants'  Despatch  Company  runs  over  the  New 
York  Central  Railroad  and  its  affiliated  branches,  does  it  not? 
A.  It  runs  over  a  great  many  roads  that  the  New  York  Central 
Road  has  got  nothing  to  do  with. 

Q.  How  do  you  account  for  the  fact  that  the  Merchants' 
Despatch  Company,  being  a  transporter  over  your  lines,  divides 
40  per  cent  dividends  upon  actual  capital,  while  your  own  cor- 
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poration  divides  but  8  ?     A.  What  is  that ;  40    per  cent,  di- 
vidend ;  I  never  knew  it  did. 

Q,  Mr.  Fargo,  when  under  examination,  testified  that  the 
amount  paid  in  on  par  was  25  per  cent,  on  the  capital  stock  of 
the  Merchants'  Despatch,  and  that  the  amount  of  dividend  is 
10  per  cent,  or  par  ?  A.  They  did  not  pay  any  dividend  at  all 
for  years. 

Q.  For  a  year  or  two?  A.  For  years;  they  put  it  all  in 
cars. 

Q.  Is  that  the  explanation  of  it  ?  A.  I  think  that  was'  the 
fact. 

Q.  Did  they,  within  four  or  five  years  or  within  six  years, 
double  up  or  quadruple  their  capital  ;  did  they  earn,  in  short, 
25  per  cent,  a  year  in  their  first  years  ?  A.  I  don't  know  ;  Mr. 
Fargo  is  the  President;  he  can  tell  all  about  it  more  in  detail 
than  I  can  ;  because  those  things  go  through  my  head,  and  to- 
morrow I  won't  know  them  ;  if  I  should  hear  anything  connected 
with  it  the  matter  would  refresh  my  memory,  but  I  don't  now 
remember ;  do  you  want  to  know  how  it  came  to  be  estab- 
lished? I  can  tell  you  all  about  that,  because  I  did  that  myself, 
in  opposition  to  all  railroads. 

Mr.  Stekne — Well,  it  would  be  of  interest  to  know. 

The  Witness — This  Merchants'  Despatch  Transportation 
Company  is  an  old  organization,  owned  by  the  American  Ex- 
press Company,  and  was  considered  one  of  the  best  freight  or- 
ganizations there  was  in  the  country.  Its  business  was  con- 
fined almost  exclusively  to  first  and  second  class  business. 
The  roads  west  of  us,  for  some  cause  or  other,  did  not  like  it, 
and  they  wanted  to  get  it  out  of  the  way,  and  have  these 
co-operative  lines  do  the  business ;  and  they  succeeded  to  a 
very  great  extent  in  crippling  it.  I  saw  this,  and  I  made  an 
arrangement  with  the  American  Express  Company,  for  the 
purchase  of  that  line — of  that  organization  ;  and  sent  word  to 
the  railroads  west  of  us,  over  which  its  line  runs,  and  east  of 
us,  that  this  line  would  be  organized,  that  the  New  York  Central 
Road  could  not  afford  to  let  that  class  of  business  go  off  its 
line,  that  its  experience  in  the  past  few  years  in  which  they 
thought  that  the  co-operative  line  could  get  all  that  class  of 
business,  turned  out  to  be  not  so,  and  that  we  could  not  afford 
to  lose  that  class  of  business  ;  and  there  ore,  that  I  should 
make  an  arrangement  to  keep  that  line  going  in  opposition  to 
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lines  of  similar  character  on  other  roads.  We  made  that  ar- 
rangement with  the  American  Express  Company,  giving  them 
for  the  organization  and  the  cars,  and  so  on,  so  much  money 
and  the  capital  of — I  forget  now  what  it  was — and  to  retain 
from  them  the  influence  of  their  seven  thousand  agents,  which 
they  claimed  to  have,  and  which  they  probably  did  have  all 
over  the  western  part  of  the  country,  which  they  had  in  their 
express  organization ;  they  were  all  to  work  for  this  line 
and  to  be  agents  of  this  line  without  any  consideration  or  com- 
mission ;  the  roads  west  of  us  were  asked  to  make  their  sub- 
scription to  the  stock  ;  they  did  more  or  less,  those  that  had 
money  did ;  and  the  consequence  is  that  at  tliat  time,  when  it 
was  in  that  way,  there  were  a  good  many  other  holders,  out- 
side holders,  and  the  companies  afterwards  absorbed  them,  and 
bought  the  stock  in  the  market,  so  that  it  is  now  and  has  been 
for  quite  a  time,  two  or  three  years 

Q.  Wholly  owned  by  the  companies  ?  A.  No  ;  not  wholly  ; 
I  think  the  express  people  yet  have  their  interest ;  a  portion  of 
it. 

Q.  It  is  the  same  organization  practically  as  the  express 
company  organization,  is  it ;  is  Mr.  Fargo  president  of  the  ex- 
press company  also  ?  A.  Yes,  sir  ;  he  was  made  president  to 
have  the  influence  of  all  those  agents  in  the  western  country. 

Q.  Wherever  the  American  Express  Company  exists  there  is 
also  the  Merchants'  Despatch,  isn't  there  ?  A.  Yes ;  in  the 
west ;  that  is  the  understanding. 

Q.  And  also  in  the  east  ?  A.  Yes  ;  because  the  competition 
of  the  railroads  and  the  co-operative  lines  had  reduced  any 
profits  to  this  organization  as  an  outside  organization  belong- 
ing to  the  express  company,  and  they  found  they  could  not 
maintain  it,  they  had  to  give  it  up,  and  a  very  large  percent- 
age of  the  business  done  by  that  company  is  first  and  second 
class  business,  which  none  of  the  co-operative  lines  running 
over  our  roads  have  ever  succeeded  in  getting — did  not  at  that 
time,  and  have  not  since. 

Q.  They  do  mainly  fourth  class  business  ?     A.  Largely. 

Q.  The  co-operative  lines  ?  A.  Yes,  sir ;  lower  class  busi- 
ness ;  and  that  I  suppose  is  on  account  of  the  more  ready  settle- 
ments they  get  with  that  company  for  any  damages  or  any- 
thing of  that  kind ;  therefore,  it  is  run  by  a  separate  organiza- 
tion in  the  same  way  that  the  Star  Line  runs  over  the  Penn- 
64 
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sylvania  Eoad,  and  other  organizations ;  but  the  rates  are  the 
same  as  made  by  any  co-operative  line. 

By  the  Chairman  : 

Q.  What  other  similarly  constituted  transportation  lines  are 
there  now  running  in  opposition  to  this  Merchants'  Despatch — 
on  what  other  roads  ?  A.  I  think  on  all  of  them  ;  I  think  that  the 
Merchants'  Despatch  now  is  of  the  same  character  as  the  Great 
Western  Despatch,  the  Star  Line,  Ked  Line,  the  White  Line 
or  the  Blue  Line. 

Q.  They  do  not  any  of  them  declare  dividends,  do  they  ? 
A.  The  roads  own  the  Merchants'  Dispatch ;  they  get  the 
dividends  themselves. 

Q.  Do  they  go  to  the  same  set  of  stockholders  ?  A.  I  think 
so ;  I  think  the  Merchants'  Dispatch  is  a  co-operative  line  ;  I 
consider  it  so ;  when  this  line  was  bought  and  established,  I 
told  all  the  gentlemen  connected  with  the  western  roads  that 
this  was  a  New  York  Central  institution  ;  that  we  could  not 
afford  to  lose  thut  class  of  business,  and  we  should  not  do  it ; 
that  we  were  going  into  that  class  of  business  ;  and  they  all 
understood  it,  and  they  took  their  interest  in  it  accordingly  ; 
and  its  rates  at  all  times  are  the  same  as  all  co-operative 
lines,  so  that  the  public  gets  no  disadvantage  ;  and  they  are 
entirely  under  the  control  of  our  general  manager,  Mr.  Butter. 

Q.  I  understand  from  that  that  these  fast  freight  lines,  the 
White  Line,  Blue  Line,  &c,  take  out  of  the  freight  carried 
over  the  road,  the  same  percentage  and  compensation  that  the 
Merchants'  Dispatch  does  ?  A.  The  expenses  of  those  organi- 
zations are  arrived  at  monthy  at  their  monthly  meetings,  and 
each  road  over  which  they  go  is  taxed  and  assessed  for  it. 

By  Mr.  Sterne  : 

Q.  For  their  portion  ?     A.  Yes,  sir  ;  for  their  portion. 

Q.  The  Merchants  Despatch  takes  15  per  cent,  of  the  earn- 
ings ?     A.  On  first  class  business. 

Q.  And  none  of  these  other  lines  do  that,  do  they  ?  A.  Very 
well ;  but  that  don't  amount  to  any  more  money ;  the  Mer- 
chants' Despatch  has  not  done  any  east  bound  business  at  all 
until  latterly  we  have  given  the  Merchants'  Despatch  the 
foreign  business,  and  they  lose  largely  by  it ;  they  maintain 
agencies  in  Europe  and  all  over ;  they  get  no  commission  on  any 
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east  bound  business  and  never  have,  whereas  the  Empire  Line, 
an  organization  running  over  the  Pennsylvania  Road,  has  a 
large  commission  on  east  bound  business  and  are  getting  it 
still,  getting  the  same  commission  to-day  that  they  were  before 
the  Pennsylvania  Eoad  owned  it,  the  same  compensation  ex- 
actly that  the  Lake  Shore  were  paying  the  Empire  Line  ;  I 
have  tried  to  get  clear  of  it  in  the  last  two  years,  and  can't  do 
it — as  they  were  paying  the  Empire  Line  before  the  Pennsyl- 
vania Eoad  owned  it ;  a  commission  both  ways;  and  this  com- 
mission of  the  Merchants'  Despatch  was  made,  at  the  time 
it  was  made,  to  meet  that. 

Q.  Those  fast  freight  lines  were  very  largely  owned  by 
private  individuals  originally,  weren't  they,  when  they  were 
first  instituted  ?  A.  Originally  ;  yes,  sir  ;  but  they  have  worked 
them  down  into  co-operative  lines ;  but  we  would  not  break  up 
this  organization  of  the  Merchants'  Despatch  Company,  unless 
the  Legislature  arbitrarily  ordered  us  to  do  it,  because  it  would 
be  very  detrimental  to  our  road,  just  as  much  so  as  it  was  at 
the  formation  of  the  company  ;  we  could  not  do  that  class  of 
business  ;  the  other  lines  don't  do  it  at  all. 

Q.  It  is  a  class  of  express  business  practically,  isn't  it  ?  A. 
Yes. 

Q.  Your  terminal  facilities  as  to  cattle  are  in  the  hands  of  a 
private  corporation,  are  they  not'?  A.  We  lease  our  cattle 
yards  ;  yes,  sir. 

Q.  To  the  Union  Stock  Yard  and  Market  Company,  don't 
jou  ?  A.  I  don't  know  the  title  of  it ;  that  may  be  it,  prob- 
ably is. 

Q.  Are  you  a  stockholder  in  that?     A.  I  am  not,  sir, 

Q.  No  stock  in  it  that  is  held  for  you  in  trust  by  anybody  ? 
A.  No,  sir ;  never  was  that  I  know  of ;  I  never  had  any  in- 
terest in  it. 

Q.  Who  are  the  stockholders  in  that?  A.  I  really  don't 
know,  sir. 

Q.  Who  controls  the  Union  Stock  Yard  and  Market  Com- 
pany? A.  I  really  don't  know  anything  at  all  about  it;  at 
one  time  Mr.  Lalor  was  president,  and  we  had  a  good  deal  of 
trouble  to  get  rent  out  of  him ;  they  complained  very  bitterly 
about  losing  money. 

Q.  The  property  on  which  the  Union  Stock  Yard  and  Market 
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Company   does   its   business,  was   acquired    by   commission, 
wasn't  it  ?     A.  No,  sir  ;  by  purchase. 

Q.  It  was  bought  by  the  New  York  Central  Railroad  Com- 
pany, for  the  purpose  of  affording  terminal  facilities  as  to 
cattle  ?     A.  As  to  all  its  business. 

Q.  Live  stock  traffic  of  all  sorts  ?     A.  All  its  business. 

Q.  A  part  of  it  is  entirely  devoted  to  cattle,  isn't  it  ?  A. 
A  small  part. 

Q.  And  a  part  of  it  also  entirely  devoted  to  small  stock — 
sheep,  hogs,  &c.  ?  A.  That  is  part  of  the  cattle  yards  ;  they 
can  do  what  they  please  ;  there  was  a  large  building  built 
there. 

Q.  "Was  that  built  by  the  New  York  Central  Railway?  A. 
Yes,  sir. 

Q.  What  was  the  policy  that  induced  you  to  lease  that  to 
private  parties  ?  A.  Because  we  couldn't  run  to  One  Hun- 
dredth street  any  longer ;  oh,  to  lease  it  ? 

Q.  Yes.  A.  I  thought  you  said  to  build  it ;  I  don't  think 
we  could  run  a  cattle  yard  business  at  a  terminal  point  very 
successfully ;  and  not  only  that,  it  requires,  in  our  judgment, 
men  that  are  in  that  business  and  familiar  with  all  that  class  of 
people  and  have  a  large  interest  in  that  business,  to  retain  our 
customers  on  the  road,  the  same  way  that  other  roads  do. 

Q.  The  men  to  whom  you  have  leased  it  had  a  large  interest 
in  the  business,  hadn't  they  ?  A.  I  don't  know ;  I  take  it  for 
granted  they  had,  or  they  wouldn't  have  leased  it. 

Q.  They  themselves  were  large  shippers  ?     A.  Yes,  sir. 

Q.  Now,  who  are  they — Eastman  and  Allerton  ?  A.  I  don't 
know  whether — Eastman  is  a  very  large  shipper  ;  I  take  it  for 
granted  he  has  got  some  stock  there ;  whether  he  has  or  not,  I 
don't  know. 

Q.  With  whom  were  you  dealing  when  you  leased  the  cattle 
yards  and  structure  there  ?  A.  A  dozen  men  ;  Mr.  Lalor  was 
at  the  head  of  that  department. 

Q.  Was  Allerton  one?     A.  I  think  Allerton  was,  too. 

Q.  Dutcher  another  ?  A.  Dutcher  has  done  all  our  cattle 
business  since  I  have  been  connected  with  the  road. 

Mr.  Depew — Which  Allerton  do  you  mean?  There  are 
several  of  them. 

Mr.  Stekne — The  Allerton  who  was  evener  for  them. 

The  Witness — No   evener  for   us  :    he  was  evener  for   the 
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Pennsylvania  Eoad ;  I  don't  know  whether  he  had  an  interest 
or  not ;  I  dont't  think  he  had ;  I  never  saw  him  in  connection 
with  that. 

Q.  Was  it  Mr.  Archibald  Allerton  ?  A.  I  think  Mr.  Archi- 
bald Allerton  and  his  brother  at  that  time  ;  I  don't  know 
whether  they  had  any  interest  or  not ;  I  think  they  were  there. 

Q.  Are  the  gentlemen  who  acted  as  eveners  for  you  inte- 
rested in  those  terminal  facilities  in  relation  to  cattle  ?  A.  I 
don't  understand  you  exactly  ;  do  you  mean  the  lessees  of  the 
yard? 

Q.  Yes  ;  are  they,  under  the  name  of  the  Union  Stock  Yard 
&  Market  Company,  practically  the  same  people  who  acted 
for  your  corporation,  or  for  the  Pennsylvania  corporation,  if 
you  please,  as  eveners  of  the  cattle  business  in  years  past  ?  A. 
The  eveners  may  all  have  an  interest ;  they  may  and  may  not ; 
I  don't  know  anything  at  all  about  it,  whether  they  control 
it  or  whether  they  do  not. 

Q.  You  broke  up,  or  assisted  in  the  breaking  up,  of  the 
evening  system,  didn't  you  ?     A.  Yes,  sir. 

Q.  You  thought  that  was  a  mistake  ?  A.  "We  said  we  would 
not  even  any  longer  stock,  because  we  found  we  were  being 
cheated. 

Q.  Is  that  the  only  reason  why  it  was  a  mistake  ?  A.  That 
is  the  only  reason  we  broke  it  up  ;  we  thought  it  was  good  if 
they  had  only  been  honest  about  it  ;•  our  road  was  honest,  and 
we  paid  them  what  we  agreed  to  pay,  and  no  more. 

Q.  Do  you  think  it  good  policy  to  throw  the  whole  cattle 
business  into  the  hands  of  those  eveners?  A.  We  did  think 
so,  and  when  they  made  that  demand  we  said  we  would  not 
stand  evening  any  longer  ;  while  I  was  in  Europe,  this  time,  I 
understand,  Mr.  Dutchei ,  os  somebody,  suggested  a  new  pla^ 
and  everybody  thought  it  was  a  good  idea  and  wondered  why 
it  had  not  occurred  to  somebody  before,  and  we  adopted  it, 
and  it  is  now  doiug  very  well. 

Q.  The  new  plan  that  you  adopted  was,  instead  of  having 
the  evener  system,  to  lease  the  terminal  facilities  of  these  rail- 
ways to  the  men  who  were  eveners  before  ?  A.  Oh,  no  ;  you 
have  no  right  to  say  that. 

Q.  I  have  a  right  to  say  it  if  it  is  true  ;  and  I  have  a  right 
to  say  it  if  it  is  not,  in  the  way  of  suggestion,  to  find  out  the 


1628 

fact  ?  A.  I  mean  you  should  not  assume  it ;  that  is  not  the 
fact. 

Q.  It  is  to  draw  out  an  answer  whether  it  is  the  fact  or  not 
that  I  say  it  ?  A.  We  did  not  lease  our  terminal  facilities  to 
anybody  with  any  view  of  their  being  eveners  at  all,  and  we 
consider  that  we  made  a  very  good  bargain  and  get  ample 
service — ample  rental  for  what  we  give  to  those  gentlemen — 
for  the  considerations  that  we  get;  they  collect  all  our  bills  ; 
we  have  nothing  to  do  with  the  cattle ;  if  there  is  any  quai*- 
rel  we  could  not  have  our  place  run  down  with  all  the  cattle 
men,  hog  men,  and  sheep  men  of  the  country  ;  it  is  better  to  have 
a  bureau  of  its  own,  and  the  men  who  are  interested  in  it 
can  settle  with  each  other  very  much  better  than  we  could. 

Q.  Still  you  do  not,  it  seems  to  me,  give  to  the  Committee 
the  information  of  how  the  plan  which  was  suggested  by  Mr. 
Dutcher  to  take  the  place  of  the  evener  system  really  takes 
the  place  of  it?  A.  I  will  tell  you  what  it  is;  Mr.  Dutcher 
suggested,  as  I  understand  it,  that  instead  of  there  being  any 
eveners,  that  every  man  should  be  his  own  evener ;  that 
two  rates  should  prevail ;  if  he  had  got  ten  car  loads  of  cattle 
to  ship,  if  he  shipped  them  where  the  roads  wanted  him  to 
ship  them,  so  as  to  keep  themselves  even,  his  price  would  be 
80  cents  a  hundred  ;  and  if  he  shipped  them  where  he  pleased, 
his  price  would  be  90  cents  a  hundred  ;  now,  we  find  they  all 
go  at  80  cents  a  hundred,  and  they  do  the  evening,  and  we  lose 
that  10  cents  ;  before  that  they  paid  the  90  cents  and  the  eveners 
got  the  10 ;  now  every  man  is  his  own  evener,  and  we  get  a 
great  many  more  customers  ;  instead  of  the  business  being  con- 
fined to  half  a  dozen  men,  we  have  any  quantity. 

Q.  So,  making  a  unit  of  price  for  one  kind  of  shipment  and 
another  unit  of  price  for  another,  ior  a  larger  shipment,  and 
making  it  the  same  to  everybody,  was  a  benefit  to  your  road  ? 
A.  There  was  no  inducement  for  the  man  to  go  around ;  it  evens 
itself. 

Q.  And  that  was  a  great  deal  better  in  its  results  both  to  the 
railway  and  to  the  public  than  the  old  evener  system  ?  A.  Up 
to  this  time,  I  believe,  it  is  very  acceptable  to  every  one  ;  now, 
I  state  these  things  as  only  my  knowledge  of  it ;  I  may  be 
mistaken. 

Q.  The  amount  that  is  charged  by  these  lessees — do  you 
know  anything  about  that  ?     A.  What,  for  yardage  ? 
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Q.  Yardage  ?  A.  I  think  that  is  regulated  the  same  all  over 
the  country  ;  our  contract  is  that  no  greater  amocnt  shall  be 
charged  than  is  charged  by  our  rival  roads. 

Q.  Do  you  pay  the  charges,  or  do  the  shippers  or  consignees 
pay  them  ?     A.  The  consignees  I  guess  ;   I  don't  think  we  do. 

Q.  Do  they  pay  yardage  whether  they  make  use  of  the 
yards  or  not  ?  A.  They  cannot  very  well  get  their  cattle  with- 
out making  use  of  the  yards  ;  we  furnish  the  tracks  that  go 
right  alongside  of  the  yards,  and  they  are  unloaded  right  into 
the  yards. 

Q.  The  man  who  is  ready  to  take  his  cattle  right  straight 
from  your  cars  at  once  is  compelled  to  pay  yardage,  is  he  not  ? 
A.  That  I  can't  tell  you. 

Q.  Although  he  does  not  practically  make  any  use  of  the 
yard  ?  A.  I  really  can't  tell  you  ;  I  think  there  are  veiy  few 
cases  of  that  kind,  if  any ;  if  any,  we  get  no  complaints 
about  it ;  it  is  settled  by  this  company  before  they  come  to 
us. 

Q.  You  do  not  hear  the  complaints  ?  A.  No  ;  a  man  may 
complain  and  they  may  not  take  any  notice  of  him,  but  they 
don't  come  to  us  ;  if  there  was  any  serious  complaint  we 
should    hear  of  it. 

Q.  Was  that  action  of  leasing  your  terminal  facilities  to 
people  in  the  cattle  trade  taken  simultaneously  with  the  leas- 
ing of  the  terminal  facilities  of  the  Erie  Railway  Company 
to  McPherson  ?     A.  I  don't  know. 

Q.  Was  it  done  in  concert  with  the  Erie  ?  A.  No ;  nothing 
to  do  with  the  Erie. 

Q.  Was  it  done  in  concert  with  the  Pennsylvania  Railroad 
Company?     A.  Nothing  to  do  with  anybody. 

Q.  Do  you  know  whether  these  yards  pool  their  earnings  or 
not?     A.  I  do  not. 

Q.  Or  make  arrangements  about  sending  cattle  from  one 
yard  to  another  ?     A.  I  don't  know  anything  about  it. 

Q.  Have  you  ever  heard  of  the  complaints  of  Davis  and 
Atwood  and  Crane  and  Stallnecker  in  relation  to  the  injustice 
of  yardage  ?     A.  How  long  ago  ? 

Q.  Within  the  past  year  and  a  half?  A.  No;  I  did  before 
that ;  I  did  years  ago. 

Q.  Before  you  had  any  yardage  system  ?  A.  No ;  you  say 
within  a  year  and  a  half ;  I  have  not  heard  of  any. 


.    1630 

Q.  How  long  has  this  yardage  system  taken  the  place  of  the 
old  evener  system?  A.  Withiu  two  months  it  was  that  the 
evener  system  was  broken  up. 

Mr.  Buerill — The  yardage  has  nothing  to  do  with  the 
evener  system  ?  A.  Not  at  all ;  no  connection  at  all ;  nothing 
to  do  with  it. 

Q.  This  yard  has  been  leased  for  how  long  a  period  of 
years  ?  A.  Five  or  six  years  ago ;  as  soon  as  the  yards 
were  built  tbey  were  leased. 

Q.  Was  that  the  first  lease?  A.  Yes,  sir;  they  were  not 
built  before  that. 

Q.  Are  there  any  lighterage  companies  connected  with  your 
road?  A.  I  don't  know  whether  there  are  or  not;  John 
Starin  does  lighterage  for  a  certain  class  of  our  business,  and 
we  do  our  own  lighterage  for  some,  and  the  elevator  people 
do  the  lighterage  on  the  grain. 

Q.  Is  that  express  or  transfer  company  which  delivers  bag- 
gage in  the  City  part  of  the  machinery  of  the  New  York  Cen- 
tral, or  is  it  an  independent  organization  ?  A.  That  is  West- 
cott's ;  I  will  tell  you  about  our  agreement  with  him  if  you 
want  it ;  I  made  it ;  he  has  the  charge  of  all  our  baggage  from 
New  York  to  Buffalo — the  whole  of  it. 

Q.  He  handles  it  ?  A.  He  handles  the  whole  thing,  and  is 
responsible  for  all  the  baggage  that  comes  on  the  road,  and 
pays  all  loss  and  damage ;  if  a  trunk  is  lost,  or  anything,  he 
attends  to  the  whole  thing ;  he  does  it  in  a  very  satisfactory 
manner  to  the  railroad  company,  and  I  very  rarely  get  a  com- 
plaint— maybe  once  a  month. 

Q.  Does  he  pay  your  baggage  men  on  the  cars?     A.  Yes. 

Q.  Everything  ?     A.  Yes,  sir,  pays  all. 

Q.  He  takes  the  baggage  from  the  moment  it  arrives  at  the 
depot,  and  even  before  it  arrives  at  the  depot,  and  handles  it 
until  it  is  delivered  throughout  the  State  ?  A.  Yes  ;  I  can't 
say  throughout  the  State ;  he  has  charge  of  all  the  baggage. 

Q.  What  are  the  terms  of  the  contract  with  him— the  gene- 
ral terms  ?  A.  I  think  he  gets  porterage  for  the  delivery  ;  25 
cents  a  trunk,  I  think,  it  is. 

Q.  Within  the  City?     A.  Yes,  sir. 

By  Mr.  Depew  : 

Q.  Do  you  mean  the  baggage  master  on  the  cars  ?  A.  He 
don't  have  anything  to  do  with  that. 


1631 

Q.  He  lias  nothing  to  do  with  baggage,  only  when  it  is 
placed  in  the  station  ?  A.  When  any  trunk  is  lost  anywhere, 
it  don't  mate  any  difference  where  it  may  be,  on  the  train  or 
anywhere  else. 

By  Mr.  Steene  : 

Q.  He  has  charge  of  the  baggage  throughout  ?  A.  I  won't 
say  that ;  I  don't  know  enough  of  the  details  to  know ;  I 
made  the  arrangement  to  give  him  charge  of  the  baggage  de- 
partment of  the  roads,  and  he  often  goes  over  the  road  ;  I  get 
a  letter  that  such  a  man's  check  is  wrong,  or  something  else  ; 
if  1  do,  I  send  it  right  to  Mr.  Westcott,  and  let  him  go  and 
attend  to  it,  and,  perhaps,  the  next  day  I  will  get  an  acknowl- 
edgment that  the  matter  is  all  right. 

Q.  He  has  control  over  your  baggage  cars  ?  A.  No  ;  not 
the  cars. 

Q.  Does  he  employ  the  men  who  handle  the  baggage  in  the 
baggage  cars?     A.  I  think  not ;  that  is  the  superintendent. 

Q.  Does  he  pay  the  men  ?  A.  I  think  the  superintendent 
pays  them  on  the  cars  ;  he  pays  the  men  at  the  terminals 
that  handle  the  baggage  ;  his  own  men. 

Q.  To  attend  to  the  delivery  ?     A.  Yes. 

Q.  And  for  that  he  gets  what  he  can  get  out  of  the  passen- 
ger, and  not  out  of  your  company  ?  A.  Yes,  sir  ;  and  is  re- 
sponsible for  all  loss  and  damage — breaking  trunks  or  any- 
thing of  that  kind. 

Q.  Your  company  pays  him  nothing?  A.  No;  the  passenger 
pays  him  if  he  pleases. 

Q.  For  delivery  ?     A.  Yes,  sir. 

Q.  For  delivery  in  the  City,  or  for  delivery  anywhere  from 
the  City  to  the  depots  ?     A.  Yes. 

Q.  Have  you  contracts  with  the  telegraph  companies  ?  A. 
Yes,  sir. 

Q.  Tell  us  in  general  terms,  the  nature  of  your  contract  with 
the  telegraph  companies  ?  A.  They  do  all  our  telegraphing 
for  nothing;  I  remember  many  years  ago  that  there  was  a  tele- 
graph company  either  on,  or  wanted  to  come  on — I  guess  it  was 
on  the  Hudson  River  Eoad,  and  they  offered  my  fattier  $  100,000 
for  the  exclusive  privilege  ;  that  was  a  great  deal  of  money  in 
those  days ;  I  guess  it  was  twelve  or  fourteen  years  ago  ;  on  the 
Hudson  River  Road,  from  New  York  to  Albany  ;  "we  don't 
65 
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want  any  $100,000,  at  all ;  we  want  all  our  business  done,  and 
we  want  the  use  of  all  instruments  and  improvements  that  are 
now  in  existence,  or  may  ever  come  into  existence  while  the 
company  lasts,  and  do  all  our  telegraphing  for  nothing  all  over 
the  kingdom ;  if  you  will  do  tha.t  you  can  have  the  road ; 
otherwise  you  canuot ;"  that  was  the  bargain  and  it  was  made 
with  General  Stager  of  the  Western  Union,  I  think;  we  didn't' 
take  any  money. 

Q.  Are  there  any  supply  companies  that  furnish  supplies  to 
you — shops,  buildings,  cars  or  locomotives  ?  A.  We  have  a 
purchasing  agent,  and  he  is  instructed  to  buy  the  best  and 
cheapest. 

Q.  You  have  not  any  of  those  supply  companies — car  trust 
companies  or  things  of  that  nature  ?  A.  I  think  a  car  trust 
company  in  some  instances  is  a  matter  of  necessity,  and  not  a 
matter  of  choice. 

Q.  Have  you  one  over  your  road ?  A.  We  bought  a  large 
quantity  of  cars  last  year  and  this  year,  and  we  are  paying  for 
them  by  car  mileage  in  the  same  way,  and  our  bargain  was  to 
give  them  a  car  trust,  if  you  please ;  when  the  time  came  I 
didn't  issue  the  bonds;  I  paid  the  money;  borrowed  the 
money  to  pay  it ;  and  the  car  mileage  is  charged  against  the 
car  until  the  car  shall  be  absorbed ;  some  companies,  proba- 
bly, their  credit  would  not  allow  them  to  do  that. 

Q.  Are  you  familiar,  or  has  your  attention  been  drawn  to 
the  through  billing  system  that  has  prevailed  to  a  considerable 
degree  as  to  the  goods  moved  irom  England  to  Chicago  and 
western  points,  and  freights  from  Chicago  and  western  points 
through  to  England?     A.  No,  sir  ;  not  in  detail. 

Q.  Has  your  attention  even  been  drawn  to  the  fact  ?  A.  Oh, 
I  know  of  the  fact. 

Q.  But  has  your  attention  ever  been  drawn  to  the  fact  that 
shippers  in  Liverpool  or  consignees  in  Chicago  can  make  ar- 
rangements at  lower  rates  for  through  bills  from  Liverpool 
to  Chicago  or  western  points,  than  from  Liverpool  to  New 
York  and  have  it  transhipped  from  New  York  through  ?  A.  I 
don't  think  that  prevails. 

Q.  Don't  you  think  that  that  has  prevailed  ?  A.  There  may 
be  an  exceptional  case. 

Q.  Don't  you  think  it  has  prevailed  very  largely  ?  A.  I 
don't  know  how  many  exceptional  cases  there  may  have  been ; 
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the  ocean  freights  have  varied  very  much,  and  the  inland 
freights  ;  I  think  that  the  chances  are,  that  as  many  times  as 
that  has  prevailed  in  favor  of  the  shippers  it  has  prevailed  as 
many  times  against  them  ;  it  is  a  matter  of  speculation. 

Q.  Have  you  made  any  inquiry  as  to  that  ?  A.  Oh,  yes  ;  I 
know  what  the  intention  was  in  making  those  arrangements, 
that  everybody  should  be  on  an  equality  in  regard  to  it. 

Q.  Haven't  you  made  contracts  with  your  Boston  connec- 
tion for  the  purpose  of  favoring  the  line  which  runs  in  con- 
nection with  Albany  and  Boston '  railways,  known  as  the 
Barring  Line,  isn't  it  ?  A.  I  don't  know  ;  I  believe  there  is  a 
line  of  that  kind. 

Q.  By  which  goods  are  sent  via  Boston  from  Liverpool  to 
Chicago  at  the  same  rate  or  have  been  sent  via  Boston  from 
Liverpool  to  Chicago  at  lower  rates  than  ocean  rates  from 
Liverpool  to  New  York,  and  freight  rates  from  New  York  to 
Chicago  ?  A.  That  may  be  ;  may  have  done  so  in  competi- 
tion with  the  Grand  Trunk  Boad. 

Q.  Didn't  you  do  so?  A.  I  don't  know  that  we  did,  but  I 
don't  think  that  we  did  ;  I  can  very  readily  see  that  it  might 
have  been  done. 

Q.  Hasn't  there  been  and  wasn't  there  a  very  active  com- 
petition with  the  Grand  Trunk  Boad  from  time  to  time, 
in  which  that,-  according  to  your  view  of  railway  policy,  be- 
came a  necessity  ?  A.  I  think  that  it  prevailed  for  a  very 
short  time  about  two  or  three  years  ago,  but  a  short  time 
and  then  was  stopped,  and  the  Grand  Trunk  entered  into  an 
arrangement  with  us,  and  with  the  trunk  lines  generally 
by  which  that  ceased  ;  I  have  not  heard  of  its  occurring  again. 

Q.  Have  you  heard  of  its  occurring  from  Chicago  to  Liver- 
pool ?     A.  Where — by  the  way  of  Boston  ? 

Q.  By  the  way  of  Boston.  A.  Might  have  at  that  same 
time ;  it  may  have  ;  I  don't  say  that  it  did. 

Q.  And  the  same  policy  that  would  bring  down  rates  from 
Liverpool  to  Chicago  would,  at  the  same  time,  reduce  rates 
from  Chicago  to  Liverpool  ?  A.  It  was  at  a  time  when  there 
was  much  excitement  in  New  York  about,  the  matter ;  these 
things  could  not  last  twenty-four  hours  without  the  New  York 
people  knowing  it,  and  we  did  everything  in  our  power  to  pre- 
vent it,  and  when  we  found  it  was  going  to  that  extent  we 
withdrew  and  put  the  New  York  rate  down  to  meet  it,  and  the 
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Erie  Eoad  did  the  same ;  and  that,  I  think,  had  the  effect  of 
bringing  in  the  Baltimore  &  Ohio  and  the  Pennsylvania  peo- 
ple ;  and  we  had  a  conference  with  the  Grand  Trunk,  at  which 
they  aided  to  bring  about  this  state  of  things  which  has  pre- 
vailed since. 

Q.  Isn't  it  now  possible  to  bill  goods  from  Liverpool  to 
Chicago,  via  the  New  York  roads,  at  lower  rates  than  the  pre- 
vailing ocean  freight  rates,  and  the  railway  rates,  from  New 
York  to  Chicago  ?  A.  I  think  not ;  you  may  get  a  transient 
vessel  that  would  do  a  thing  of  that  kind,  willing  to  take  a  very 
low  ocean  rate,  but  it  would  be  just  as  likely  to  do  it  for 
one  as  the  other. 

Q.  You  make  those  through  bills,  don't  you  ?  A.  The  west- 
ern agents  make  them. 

Q.  They  make  them  indiscriminately  over  the  Boston  or 
your  New  York  connection?  A.  I  suppose  so;  I  don't  know 
anything  about  the  details. 

Q.  Don't  you  know  the  rates  from  Liverpool  to  Chicago,  via 
Boston,  are  the  same  as  from  Liverpool  to  Chicago  by  New 
York?     A.  I  thiiik  they  are. 

Q.  Vice  versa  ;  isn't  it  possible  to  have  a  rate  at  Chicago  for 
grain  to  Liverpool  at  lower  rates  to-day  than  the  combined 
rates  from  Chicago  to  New  York  and  New  York  to  Liverpool 
by  ocean  rate  ?     A.  I  think  not. 

Q.  If  that  is  possible,  that  is  an  abuse,  isn't  it  ?  A.  If  it  is 
possible,  I  don't  say  it  is  an  abuse  ;  it  may  prevail  to-day,  and 
to-morrow  it  may  be  the  other  way — be  against  the  man  ;  we 
cannot  pretend  to  control  that  ocean  transportation. 

Q.  Of  course  not;  but  hasn't  your  attention  been  drawn  to 
the  fact  that  this  abuse  prevailed  ;  that  through  bills  of  lading 
are  made  from  Chicago  to  Liverpool  at  lower  rates  than  the 
combined  rates  from  Chicago  to  New  York  and  from  New 
York  to  Liverpool,  and  that  a  rebate  is  paid  at  New  York  of 
the  prevailing  ocean  freight  rates,  bulk  is  broken  at  New  York, 
the  goods  are  delivered  to  the  consignees  at  New  York,  and, 
practically,  that  ocean  freight  rate  is  aD  advantage  in  favor 
of  the  shipper  who  makes  such  through  bills  against  the 
ordinary  shipper  ?  A.  That  is  a  fraud ;  I  don't  know  whether 
it  has  been  done  or  not. 

Q.  And  if  your  attention  was  directed  to  many  such  cases 
of  fraud  in  connection  with  your  railway,  you  would  see  to  it 
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to  have  it  corrected  ?  A.  Why,  certainly  I  would  ;  that  is  a 
lack  of  faith,  and  no  engagement  with  any  trunk  line,  or  any- 
body else,  could  last  long  under  such  a  thing  as  that. 

Q.  Let  me  draw  your  attention  to  the  large  increase  of 
your  stock  in  1809 ;  prior  to  that,  the  New  York  Central  & 
Hudson  River  Railroad  Company  were  independent  organiza- 
tions ?     A.  Yes,  sir. 

Q.  Then  they  were  amalgamated  ?  A.  About  that  time  ; 
yes,  sir. 

Q.  Do  you  remember  the  circumstances  of  that  amalgama- 
tion ?  A.  I  remember  they  were  amalgamated ;  that  is  all  I 
know  about  it. 

Q.  Do  you  remember  the  several  declarations  of  dividends 
of  17  pef  cent,  and  84  per  cent.  ?  A.  There  were  such  dec- 
larations, I  believe. 

Q.  Which  substantially  doubled  the  capital  of  the.  New 
York  Central  and  doubled  the  capital  of  the  Hudson  River 
Railway  '?     A.  I  don't  know  what  percentage  it  increased  them. 

Q.  Let  me'diaw  your  attention  to  these  figures  of  increase 
of  capital  stock,  from  1854  to  1869,  of  the  Hudson  River  Rail- 
road, and  likewise  from  1854  to  1869,  of  the  New  York  Cen- 
tral Railroad  ?  A.  Well,  you  drawmy  attention  to  that ;  all 
right. 

Q.  Do  you  recognize  the  increase  of  capital  stock  of  these 
several  railways,  as  represent  2d  upon  those  tables?  A.  Only 
upon  this  paper  ;  I  don't  know  anything  about  it ;  never  did. 

Q.  Do  you  remember  the  increase  of  the  combined  capital 
stock,  of  these  two  roads  ?  A.  I  remember  there  was  an  80 
per  cent,  dividend. 

Q.  84  per  cent.,  wasn't  it?  A.  I  don't  know  ;  I  think  about 
80. 

Q.  And  17  per  cent,  before  ;  scrip  dividend  ?  A.  That  was 
on  the  Hudson  River ;  the  17  per  cent,  was  on  the  Hudson 
River. 

Q.  Wasn't  it  also  on  the  New  York  Central?  A.  I  think 
not. 

Q.  Oh,  yes,  it  was  ;  you  look  ?  A.  That  was  a  matter  that 
Mr.  Clark  and  Mr.  Worcester,  and  C.  Vanderbilt  had  all  to  do 
with  ;  I  knew  nothing  about  it ;  I  cannot  give  you  any  in- 
formation about  it ;  Mr.  Worcester  is  the  man  that  knows  all 
about  that. 
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Q.  We  are  seeking  information  ;  the  question  don't  infer  an 
imputation  at  all,  or  the  suggestion  of  any  wrong  ?  A.  I  had 
nothing  to  do  with  the  Central  Road,  until  after  the  consoli- 
dation, and  I  really  don't  know  anything  about  that  matter  at 
all,  only  the  fact  that  it  was  clone. 

Q.  You  had  an  official  connection  with  the  two  roads  at  that 
time  ?  A.  No,  sir ;  I  was  the  Vice-President  of  the  Hudson 
River  Road. 

Q.  Than  you  had  an  official  connection  with  the  Hudson 
River  ?     A.  With  the  Hudson  River  Road,  yes. 

Q.  Hadn't  you  immediately  thereafter  an  official  connection 
with  the  New  York  Central  &  Hudson  River?  A.  After  the 
consolidation;  yes,  sir. 

Q.  Wasn't  the  80  per  cent,  stock  dividend  declared*  after  the 
consolidation  ?     A.  I  think  not. 

Q.  It  must  have  been  ;  must  it  not?  A.  Well,  it  may  have 
been  ;  it^shows  you  my  ignorance  ;  I  don't  know ;  that  is  all 
there  is  about  it ;  I  knew  at  the  time,  but  I  don't  remember. 

Q.  Because  it  was  upon  the  combined  roads,  upon  the  com- 
bined capital ;  don't  you  remember,  as  matter  of  fact,  that  the 
combined  capital  of  the  two  roads  was  raised  thereby,  from 
forty-four  millions  to  eighty-nine  millions  of  dollars?  A. 
Raised,  from  what  I  don't  know,  to  about  ninety  millions. 

Q.  Wasn't  the  combined  capital  a  little  less  ?  A.  Eighty- 
nine  millions  and  some  thousand  dollars. 

Q.  Wasn't  the  combined  capital,  prior  to  these  several  stock 
dividends,  about  forty-four  millions  of  the  two  roads?  A. 
Probably. 

Q.  To  what  account  was  this  declaration  of  stock  dividends 
carried  in  your  books  ;  do  you  know?  A.  I  don't  know  any- 
thing about  it ;  I  never  saw  it. 

Q.  The  stock  of  the  New  York  Central  Railway  Company, 
or  rather  the  bonded  indebtedness  of  the  New  York  Central 
Railway  Company,  not  its  stock,  represented,  did  it  not,  eight 
millions  and  eight  hundred,  and  some  odd  thousand  dollars  as 
the  premium  at  the  time  of  the  original  consolidation  in  1853, 
of  all  the  nine  roads  ?     A.  I  don't  know ;  never  did  know. 

Q.  Let  me  draw  your  attention A.  I  don't  want  to  specu- 
late on  anything  that  I  may  say  here  at  all,  because  I  don't 
really  know ;  Mr.  Worcester  knows  all  about  it,  and  can  tell 
you  all  about  it ;  therefore,  I  don't  want  anybody  to  get  the 


1637 

impression  that  I  don't  want  to  say  what  I  do  know,  because 
I  don't  know  anything  about  it. 

Q.  I  haven't  that  impression.  A.  Therefore,  I  am  telling  you 
honestly  I  don't  know ;  it  is  a  matter  that  Mr.  Worcester  knows 
about,  the  affairs  of  the  Central  Road ;  he  knew  all  about  it 
before  the  consolidation  and  about  the  watering,  and  that  busi- 
ness ;  that  was  done  entirely  by  Mr.  Clark  and  Mr.  Vanderbilt 
and  Mr.  Worcester. 

By  the  Chairman. 

Q.  Can't  you  tell  us,  in  general  terms,  all  about  that  trans- 
action ?  A.  No,  I  cannot ;  all  I  know  about  it  is  this,  as  a 
person  connected  with  the  concern,  it  was  generally  understood 
that  that  was  there  to  represent  the  earnings  of  the  road, 
that  the  stockholders  ought  to  have  had  before ;  but  I  cannot 
state  any  facts  ;  I  don't  know. 

By  Mr.  Sterne  : 

Q.  Let  me  draw  your  attention  to  the  construction  account 
and  the  expense  account?  A.  I  don't  know  anything  about 
the  accounts  ;  I  never  saw  one  of  them  iu  my  life. 

Q.  Tou  swear  to  your  annual  reports,  don't  you  ?  A.  No 
sir. 

Q.  To  the  State  Engineer  ?     A.  No,  sir. 

Q.  Look  and  see  ?  A.  I  never  swore  to  one  of  them  that  I 
know  of. 

Q.  Don't  you  sign  them  ?  A.  No,  sir  ;  the  officer  in  charge 
of  them  swears  to  them  and  signs  them. 

Q.  Then  it  is  useless  to  present  to  you  these  various  con- 
struction accounts  ?  A.  Entirely  useless,  because  I  don't  know 
anything  about  them. 

Q.  You  say  that  you  were  informed  that  this  scrip  dividend 
represented  the  past  earnings,  which  had  not  been  divided  ? 
A.  That  was  generally  understood  in  conversations  that  I  have 
had  with  any  member  of  the  Board  about  it ;  when  that  thing 
was  done  I  wasn't  here  ;  I  was  off  in  Connecticut. 

Mr.  Depew — I  would  state  that  Mr.  Worcester  is  the  only 
man  I  know  of  living,  who  can  explain  all  that  matter  per- 
fectly. 

Q.  Do  you  mean  to  say,  that  it  is  your  impression,  that  there 
was  a  surplus  in  those  two  roads  of   45  million  dollars  undi- 
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vided  ?  A.  No,  sir ;  I  don't  mean  to  say  any  such  thing ;  I 
mean  to  say  that  is  what  I  understood  in  conversation  with 
the  Directors  at  the  time — that  they  were  going  to  give  the 
stockholders  what  they  had  been  entitled  to,  moneys  that 
had  been  earned  heretofore ;  I  am  not  going  to  swear  it  was 
so. 

Q.  You  don't  mean  to  say  it  was  so  ?  A.  I  am  only  going 
to  swear  to  what  I  understood  ;   or  that  it  was  not  so  either. 

Q.  If  it  had  been  so,  and  the  repoit  to  the  State  Engineer 
of  both  these  roads  for  a  period  of  ten  or  fifteen  years  prior 
to  that  time,  failed  to  reveal  any  surplus  whatever,  would  not 
that  have  been  a  great  fraud  upon  the  stockholders  of  those 
roads  ?  A.  No,  sir ;  I  have  heard  Mr.  Worcester  argue  this 
thing  with  different  people  hundreds  of  times  ;  but  I  don't  know 
now  what  he  said,  but  I  have  heard  him  argue  with  people,  and 
thoroughly  satisfy  them  that  what  they  did  was  all  right,  and 
could  be  justified ;  I  don't  know  what  he  said  about  it  to  them. 

Q.  Let  me  draw  your  attention  and  put  it  to  your  own  sense 
of  fairness,  that  if  it  is  true,  that  45  millions  of  dollars  of  sur- 
plus existed  in  those  two  roads,  and  the  State  Engineer's  reports 
and  the  reports  to  the  stockholders  for  a  period  of  15  years 
prior  to  that  time,  failed  to  reveal  to  them  a  dollar  of  surplus, 
isn't  that  or  wouldn't  that  be  according  to  your  opinion  as  a 
railroad  manager,  a  gross  fraud  upon  the  stockholders  ?  A.  I 
am  not  going  to  express  an  opinion  about  a  thing  I  don't  know 
anything  about. 

Q.  Wouldn't  it  be  a  gross  fraud  upon  the  State  ?  A.  I  don't 
know  what  the  reports  are  ;  I  never  looked  at  the  Central's  re- 
port in  my  life  before  this  consolidation.- 

Q.  Assuming  that  the  reports  failed  to  reveal  both  to  the 
stockholders  and  to  the  State,  any  such  surplus  or  anything  ap- 
proaching, isn't  it  your  opinion,  that  that  would  have  been  a 
fraud,  both  upon  the  State  and  the  stockholders?  A.  No,  be- 
cause I  would  have  asked  somebody  that  knew  something 
about  it  to  explain  it ;  I  would  not  pronounce  it  a  fraud  with- 
out an  explanation. 

Q.  Do  you  know  of  any  such  surplus  having  existed  in  the 
Hudson  Eiver  road  ?  A.  I  don't  know  anything  at  all  about 
it. 

Q.  You  were  connected  with  the  Hudson  Eiver  Eailway 
Company  before  the  consolidation,  and  therefore  before  this 
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stock  dividend,  were  you  not  ?  A.  I  know  the  Hudson  Eiver 
Railroad  made  money  that  it  did  not  give  to  the  stockholders ; 
I  know  we  used  to  earn  a  good  deal  of  money? 

Q.  How  much  ?  A.  I  don't  know ;  we  earned  the  steel  rails 
as  fast  as  we  put  them  clown,  and  things  of  that  kiud. 

Q.  Yoti  took  up  iron  rails  for  those  ?     A.  Yes,  sir. 

Q.  The  difference  ought  to  have  been  carried  to  construction 
account  instead  of  expense  of  railway  management  -would  be 
simply  the  difference  in  the  cost  now  ?  A.  We  paid  as  high  as 
$17U  a  ton  for  steel  rails,  and  I  think  wkeu  they  were  all  down, 
we  made  an  average,  and  I  think  the  whole  average  was$127 
a  ton  upon  the  whole  four  tracks  and  everything. 

Q.  These  very  rails  could  be  bought  to-day  for  $45  a  ton  ? 
A.  What  if  they  can. 

Q.  But  your  capital  represents  that  difference,  don't  it?  A. 
I  don't  know. 

Q.  Was  there,  while  you  were  connected  with  the  Hudson 
River  Railway  Company,  any  surplus  which  was  not  revealed 
to  the  stockholders  or  to  the  State  ?  A.  Well,  I  don't  know; 
that  is  a  matter  of  the  way  they  keep  the  books ;  the  steel  rails 
were  paid  for  out  of  the  earnings  ;  it  was  not  charged  to  any 
construction,  I  don't  think  ;  I  don't  know,  though. 

Q.  What  was  the  amount  of  it  ?  A.  The  very  minute  I 
answer,  you  draw  me  on  to  something  else,  a  thing  that  I  don't 
know  anything  about ;  what  is  the  use  of  it ;  it  is  all  specula- 
tion. 

Q.  How  do  you  mean  speculation?     A.  Why,  on  my  part. 

Q.  What  was  the  amount  of  earnings  that  you  know  of,  in 
either  of  those  roads,  or  both  combined,  before  the  stock  divi- 
dends were  declared,  which  you  think  were  not  divided  among 
the  stockholders,  and  did  not  appear  as  a  surplus  ?  A.  I  don't 
know  ;  I  haven't  any  idea  about  it. 

Q.  Do  they  amount  to  a  million  dollars?     A.  I  don't  know. 

Q.  How  can  you  state  to  this  Committee,  that  there  was  any 
such  surplus  at  all,  if  you  don't  know  ?  A.  I  know  we  earn 
our  dividends. 

Q.  Let  me  draw  your  attention  to  the  joint  letter  of  your- 
self and  Mr.  Jewett  to  this  Committee.  On  page  53  you  state 
in  answer  to  the  Chamber  of  Commerce  Committee's  charge, 
that:  "The  Committee  charge  that  all  stocks  that  have  been 
"  increased  to  represent  increased  values,  is  necessarily  '  ficti- 
66 
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tious,'  and  the  Committee  asks  with  great  emphasis,  'Is  it 
'  just  that  the  production  and  commerce  of  the  State  shall  be 
'  taxed  for  all  time  to  pay  dividends  upon  fictitious  liabilities 
' thus  created ?'     This  is  purely  begging  the  question;  they 
should  first  show  that  such  increase  of  stock  did  not  repre- 
sent real  profits.     If  it  does,  there  can  be  nothing  fictitious 
in  such  increase.    It  is  a  question  of  policy,  and  one  that  well 
managed   corporations  solve  in   different  ways.     As  a  fact, 
the  ordinary  dividends  earned,  instead  of  being  paid  to  the 
stockholders,  were  used  by  the  company,  and   paid  out  for 
new  construction  and  equipment,  and  the  stock    was  issued 
to  represent  such   construction  and  equipment."     Now,  did 
you  affix  your  signature    to    this    letter    without  taking  the 
trouble  to  inquire  whether  the  statement  contained    on    page 
53  was  true  or  not  ?     A.  I  have  affixed  my  signature  to   that 
letter  just  the  same  as  you  state  to  the  court  when  that  young 
man  gives  you  a  paper  and  tells  you — he  gives  it  to  you  as  a 
fact,  and  you  believe  him. 

Q.  Is  that  about  all  the  inquiry  you  made  ?  A.  Do  you 
suppose  I  knew  of  my  own  knowledge  ?  I  don't  employ  100 
men  or  500  men  to  do  a  thing  and  then  go  and  do  it  myself. 

Q.  Didn't  you  feel  that  this  Committee  would  believe  that 
the  statement  contained  in  your  letter,  having  the  sanction 
and  authority  of  your  name  attached  to  it,  would  be  preceded 
by  some  inquiry  as  to  the  truth  of  it?  A.  Well,  I  must  say 
I  didn't  think  you  were  quite  as  persistent  as  you  are ;  I 
thought  yon  would  have  been  abashed  long  ago,  but  you 
don't  seem  to  be. 

Q.  What  should  have  abashed  me  ?     A.  I  don't  know. 
Q.  Is  there  anything  that  this  Committee  did,  or  the  coun- 
sel for  the  Chamber  of  Commerce,  that  should   be  the  cause 
of  a  blush  to  them  or  to  him  ?     A.  Yes  ;  I  think  that  a  good 
many  people  connected  with  this  should  blush. 

Q.  In  what  way?  A.  I  think  they  are  ashamed  of  some 
things  they  have  done ;  of  a  good  many  things  they  have 
done. 

Q.  Who?     A.  Some  of  the  Chamber  of  Commerce. 
Q.  In  connection   with  this    inquiry?     A.  Well,  I  guess  I 
won't^say  any  more  about  that.  ' 

Q.  Now,  this  stock  watering,  you  cannot  tell  how  much  oi 
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it  represents  real  capital,  and  how  much  of  it  does  not  ?    A. 
Mr.  Worcester  knows  all  about  it. 

Q.  Is  that  your  only  answer  ?     A.  That's  all. 

Q.  You  have  no  personal  knowledge  upon  the  subject  at~all  ? 
A.  A  higher  power  than  me  had  to  do  with  that ;  I  had  no 
business  to  criticise,  and  never  did  and  never  took  it  up  to 
criticise  it. 

Q.  If  it  represents  nothing  in  the  way  of  actual  values,  isn't 
it  true  that  your  corporation  pays  16  per  cent,  upon  the  origi- 
nal stock  of  the  two  combined  corporations,  or  thereabouts? 
A.  You  can  figure  that ;  I  haven't  the  figuies. 

Q.  Had  your  attention  ever  been  drawn  to  the  law  of  10 
per  cent.  ?     A.  Yes,  sir  ;  I  have  heard  of  that. 

Q.  Had  you  heard  of  that  in  connection  with  this  stock 
watering  ?  A.  Yes,  sir  ;  I  think  I  had ;  I  heard  Mr.  Worcester 
on  that,  I  think  he  satisfied — anyhow  it  was  very  conclusive  to 
my  mind ;  he  had  always  had  connection  with  the  New  York 
Central  Road ;  I  don't  know  but  I  saw  it  in  print  from  him  ; 
some  way  I  heard  him  argue  it  anyhow,  that  the  stockholders 
of  the  Central  Road  had  never  had  what  the  law  provides  in 
that  charter ;  taking  what  you  call  water  and  everything  into 
consideration  they  never  had ;  inside  of  it. 

Q.  Suppose  it  to  have  been  the  case,  that  I  had  been  a 
stockholder  of  the  New  York  Central  Railway  and  a  stock- 
holder in  the  Hudson  River  Railroad  in  186S,  and  I  did  not 
know  of  that  40  million  dollar  surplus  on  these  two  railways 
and  that  fact  had  been  withheld  from  me  by  both  the  reports 
of  both  roads,  and  I  had  been  induced  to  part  with  my 
stock  at  the  current  value  in  ignorance,  of  such  surplus,  would 
not  that  have  been  a  fraud  upon  me  on  the  part  of  the  directors 
of  both  roads  ?  A.  Two  days  before  it  was  done  I  sold  out  ;  I 
had  some  stock  and  I  sold  it  for  128  ;  the  next  day  afterwards 
it  was  160. 

Q.  Didn't  you  buy  more  than  you  sold  ?  A.  I  didn't  have 
a  share  when  it  happened';  I  sold  my  stock  ;  I  went  up  to 
Rutland  ;  sold  it  the  day  before  I  went ;  10  o'clock  at  night  I 
was  telegraphed  to  for  a  meeting ;  that  is  the  way  I  was  served  ; 
you  see  how  much  I  knew  about  it. 

Q.  So  there  was  no  settled  policy  about  it  at  all ;  it  was  done 
promptly  and  quickly  ?  A.  Yes  ;  there  was  policy  ;  it  had  been 
talked  of  a  good  while,  I  believe. 
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Q.  But  you  hadn't  heard  of  it  ?  A.  I  didn't  know  when  it 
was  to  be  done  or  anything  about  it. 

Q.  If  it  had  been  talked  of  a  good  while,  didn't  you  know 
something  about  it  ?  A.  I  knew  there  was  something  on  foot, 
of  course. 

Q.  Did  the  public  generally  know  it  ?  A.  I  don't  know  ;  oh, 
yes ;  it  was  talked  of  in  the  newspapers,  and  had  been  for  months 
before,  but  it  was  one  of  those  things  that  would  be  in  to-day's 
paper  that  it  was  going  to  be  done  to-morrow  night  or  to-mor- 
row morning  or  some  other  time,  and  it  didn't  come  off. 

Q.  When  you  say  the  steel  rails  represented  the  capital  that 
had  not  been  divided  that  came  out  of  the  earnings,  you  mean 
the  steel  rails  of  the  New  York  Central,  not  of  the  Hudson 
Eiver  ?     A.  Of  the  Hudson  Eiver. 

Q.  Now,  what  difference  in  values  does  the  steel  railing  of  the 
Hudson  Eiver  represent,  compared  with  the  value  of  its  iron 
rails  before  that  time  ?  A.  "Well,  I  don't  know  what  we  sold 
our  iron  rails  for  at  that  time  ;  I  think  the  iron  rails  were  worth 
$60  or  $70  a  ton  at  that  time ;  we  sold  them  as  old  rails. 

Q.  And  the  average  of  your  steel  rails  was  $120  ?  A.  When 
we  bought  the  Hudson  Eiver  rails  it  was.  $150,  $160  and  $170. 

Q.  Tou  mentioned  an  average  ?  A.  I  said  the  average  of 
all  the  rails  entirely  in  the  road  to  Buffalo  was  $127  when 
completed,  but  we  commenced  to  steel  rail  the  Hudson  Eiver 
Eoad  in  1866. 

Q.  Cannot  you  tell  how  much  value  was  represented  in  that 
difference  ?     A.  I  cannot. 

Q.  If  you  replace  a  worn  out  iron  rail A.  The^e  was  a 

great  deal  money  expended  on  the  Hudson  Eiver  Eoad,  after 
I  became  its  Vice-President,  filling  up  bays,  and  where  they 
had  been  piling,  and  double  tracking. 

Q.  New  construction  ?  A.  New  construction,  double  track- 
ing it. 

Q.  A  great  part  of  it  came  out  of  the  earnings,  didn't  it  ? 
A.  No,  I  think  it  was  all  construction. 

Q.  Then  it  was  carried  to  expense  account,  a  large  part  of 
it,  wasn't  it  ?     A.  I  don't  know  ;  I  don't  keep  the  accounts. 

Q.  When  a  new  rail  replaces  an  old  rail,  that  is  charged 
legitimately  and  properly  to  expense  account,  and  not  to  con- 
struction account?  A.  There  is  a  great  difference  of  opinion 
about  that ;  it  is  all  owing  to  the  condition  of  the  road;  if  I 
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could  afford  it  on  any  road  that  I  was  President  of,  if  the 
stockholders  were  getting  a  fair  dividend,  I  would  take  it  out 
of  the  expense,  and  if  not,  charge  to  construction. 

Q.  Isn't  it  properly  chargeable  to  expense  ?  A.  It  is  prop- 
erly chargeable  to  both,  either. 

Q.  Is  not  a  properly  constructed  construction  account,  made 
up  simply  of  new  work  and  additional  values  that  did  not  exist 
before  ;  in  other  words,  are  the  repairs  to  road,  maintenance 
of  the  road,  properly  chargeable  to  anything  but  expense,  its 
annual  expense?     A.  Maintenance? 

Q.  Maintenance  and  repairs?  A.  All  that  is  charged  to  ex- 
pense. 

Q.  Well,  repairs ;  when  an  old  locomotive  wears  out,  and  a 
new  locomotive  is  bought  to  replace  it,  shouldn't  that  go  to 
expense  account  ?  A.  There  is  a  great  difference  of  opinion 
about  those  things  among  railroad  men. 

Q.  Does  not  your  construction  account  and  your  stock  and 
capital  account  represent  the  old  locomotives  ?  A.  I  believe 
so. 

Q.  You  don't  write  off  to  profit  and  loss  the  gradual  dete- 
rioration of  your  locomotives  until  it  expires,  do  you  ?  A.  No, 
but  we  keep  our  stock  up  ;  when  we  buy  20  or  40  or  50  loco- 
motives, or  anything  of  that  kind,  we  charge  it  to  construction  ; 
we  have  got  an  order  now,  for  50  or  60  locomotives. 

Q.  Then  when  you  buy  new  locomotives,  they  do  not  re- 
place old  ones?  A.  Yes,  they  do  replace  them  ;  we  do  replace 
old  ones,  we  have  20  or  30  old  locomotives  for  sale  now,  and 
50  building. 

Q.  Ought  you  to  charge  anything  but  the  difference  of  the 
excess  of  the  new  locomotives  ?  A.  Of  course  they  would  give 
the  credit  and  charge  the  difference. 

Q.  Give  the  credit  to  the  expense  account  wouldn't  you? 
A.  Yes,  sir  ;  that  is  bookkeeping,  and  I  don't  know  anything 
about  bookkeeping. 

Q.  There  is  an  element  of  fairness  in  that,  as  to  the  general 
policy  of  the  road,  to  keep  the  stockholders  informed  ?  A.  It 
is  a  matter  of  custom. 

Q.  It  that  policy  prevailed  at  all,  of  hiding  surplus,  does  it 
still  prevail  on  your  road  ?  A.  We  do  not  hide  anything  that 
I  know  of;  if  there  is  anything  hidden,  I  don't  know  it. 

Q.  If  that  policy  once  prevailed  in  both  or  either  of  those 
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roads  ?     A.  There  has  never  been  any  necessity  for  hiding  it, 
because  we  have  never  had  any  financial  trouble. 

Q.  Neither  had  the  Hudson  Eiver  or  New  York  Central 
Kailway  any  financial  trouble  ?  A.  I  don't  think  there  was 
any  thing  hid  there  ;  there  has  not  been,  certainly,  since  I  have 
been  connected  with  it. 

Q.  If  they  failed  to  reveal  either  in  their  construction  ac- 
count, or  in  their  capital  account,  or  in  any  other  account, 
either  to  the  State  Engineer,  or  to  the  stockholders  in  their 
annual  reports,  a  surplus  that  they  had,  wasn't  there  some- 
thing hidden  ?     A.  Not  necessarily. 

Q.  Wasn't  the  surplus  hidden  ?  A.  Not  necessarily,  because 
a  thing  don't  show,  that  don't  show  it  is  hidden. 

Q.  If  in  a  balance  sheet  to  the  State,  or  a  balance  sheet  to 
the  stockholders,  a  surplus  is  not  revealed  which  actually  ex- 
ists, isn't  that  substantially  hidden  ?  A.  Well,  the  accountant 
can  tell  that ;  the  man  that  makes  the  report,  I  can't  tell  it ;  if 
if  there  has  been  anything  hidden,  it  has  been  without  my 
knowledge  or  my  direction. 

Q.  When  you  make  your  reports  now,  to  the  State  Engineer, 
do  you  claim  that  what  you  don't  reveal  you  don't  hide  ?  A. 
We  do  not  hide  anything,  because  we  give  all  the  knowledge 
that  the  State  Eeport  asks  for  ;  if  you  are  going  to  have  us 
volunteer  to  tell  every  account  and  everything  in  that,  that  is 
not  hiding,  because  we  don't. 

Q.  Do  you  know  that  there  is  a  provision  in  the  law  of  1850, 
under  which  you  make  your  reports  to  the  State  Engineer, 
which  requires  you  to  make  a  report  of  the  surplus,  if  any?  A. 
Don't  we  ;  I  think  we  do. 

Q.  Is  that  report  accurate — is  that  the  whole  surplus  of  your 
road  ?  A.  Why,  I  take  it  for  granted  ;  it  is  all  book-keeping  ; 
the  men  who  swear  to  it  can  tell  you  whether  it  is  or  not. 

Q.  You  don't  know?  A.  These  reports  come  to  me  before 
they  are  sent  to  Albany. 

Q.  They  do  come  to  you  ?     A.  Certainly. 

Q.  You  are  to  some  degree  responsible  for  the  making  of 
them  ?  A.  They  are  made  and  submitted  to  me,  from  time  to 
time. 

Q.  Is  there  any  surplus  that  is  hidden  now  ?  A.  No ;  not 
that  1  know  of. 

Q.  Is  there  any  surplus  that  is  not  revealed  ?     A.  I   don't 
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know  what  you  mean  by  that ;  I  can  tell  you  one  thing,  I  will 
swear  there  is  none  that  I  know  of. 

Q.  You  state  in  your  answer  to  .the  Committee  that  your 
stock  has  but  very  little,  it'  anything,  to  do  with  determining 
the  rates  on  your  road  ;  is  that  so  ?  A.  Yes,  sir ;  governed 
entirely  by  competition. 

Q.  Is  it  then  s  mere  accident  that  you  regularly  also  pay  8 
per  cent,  dividend  ?     A.  Not  by  any  means. 

Q.  Do  you  strive  to  pay  8  per  cent,  dividend  on  your  stock  ? 
A.  No ;  we  strive  to  manage  our  road  as  economically  as  we 
can,  and  at  the  same  time  keep  everything  up  in  good  shape ; 
we  think  it  economical  to  keep  everything  in  first  class  condi- 
tion. 

Q.  Of  course  you  do,  but  isn't  that  doue  with  a  view  of  earn- 
ing 8  per  cent,  dividend  ?  A.  We  don't  think  anything  about 
the  8  per  cent,  until  the  dividend  day  comes  around  and  we 
see  whether  we  have  got  the  money ;  if  we  don't  earn  but  6 
per  cent,  the  stockholders  would  not  get  it,  you  may  bet  on 
that. 

Q.  Do  they  get  but  8  per  cent,  when  you  are  earning  12  ? 
A.  No,  sir. 

Q.  They  get  all  you  earn?  A.  You  mean  to  say  from  that 
our  report  is  not  a  true  report. 

Q.  The  inference  is  from  your  letter — it  is  irresistible — that 
the  reports  ^of  the  New  York  Central  and  the  reports  of  the 
Hudson  Eiver  Eailroad  before  the  consolidation,  were  not  true 
reports  ?     A.  No,  sir. 

Q.  You  don't  mean  to  say  that?     A.  No,  sir. 

Q.  You  believe  that  those  were  Irue  reports  ?  A.  1  have  no 
belief  about  it ;  the  Hudson  Eiver  was  since  1804 ;  that  was  a 
true  report. 

Q.  In  the  statements  that  are  to  be  contained  in  the  Engi- 
neer's report,  has  your  attention  ever  been  drawn  to  subdivision 
101  of  section  31  of  the  general  railroad  law  which  requires 
you  to  state  "  payments  to  surplus  fund  and  total  amount  of 
said  fund?"     A.  What  year. 

Q.  That  is  the  law  of  1850,  the  general  railway  act;  has  your 
attention  ever  been  drawn  to  that  provision  of  the  law  ;  do  you 
believe  that  the  management  of  the  New  York  Central  and  the 
Hudson  Eiver   Eailroad  before  the  consolidation,  evaded  that 
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provision  of  the  law  ?  A.  I  don't  know ;  I  don't  believe  any- 
thing about  it. 

Q.  Are  there  any  other  methods  known  to  railway  managers 

of  hiding  surplus  than  those  which A.  We  have  not  any 

method  at  all  in  regard  to  it,  not  any  ;  our  people  that  make 
up  our  reports  make  them  up  in  the  "form  of  the  law ;  they  get 
no  directions  to  hide  or  show  anything  about  it ;  there  is  no 
reason  why  it  should  be  ;  we  have  got  nothing  to  hide. 

Mr.  Depet— The  State  reports  show  the  accounts  exactly 
as  they  stand. 

Mr.  Sterne — You  admit  that  it  shows  the  accounts  pre- 
cisely as  it  stands  of  the  Hudson  River  and  the  New  York  Cen- 
tral clown  to  1869. 

The  Witness — I  am  not  responsible  for  what  was  done  down 
to  that  time. 

Mr.  Depew — We  don't  know  anything  about  prior  to  that. 

Mr.  Sterne  —Well,  prior  to  1853. 

The  Witness— I  don't  know  anything  about  that ;  it  was  not 
under  our  administration. 

Q.  Wasn't  an  inventory  ever  made  of  the  value  of  your 
road  ?     A.  Yes,  sir  ;  I  suppose  so. 

Q.  Do  you  know  of  any  ?     A.  Of  the  value  ? 

Q.  Yes  ?  A.  No  ;  I  never  heard  of  an  inventory  being  made 
of  the  value  ;  to  make  one  of  value  now,  it  would  scare  you. 

Q.  In  what  way?  A.  Go  and  replace  what  we  have  got  to- 
day, and  see  what  it  would  cost  you ;  it  would  scare  you. 

Q.  Would  it  cost  more  to  replace  what  you  have  got  to-day, 
than  it  did  in  18r>9  ?      A.  Replace — of  course  it  would. 

Q.  Haven't  the  prices  all  decreased  since  1869  ?  A.  That 
don't  make  any  difference  ;  we  have  put  a  great  deal  of  money 
there  since  that. 

Q.  Did  you  put  any  money  there  that  don't  appear  in  your 
construction  account  ?  A.  We  have  not  put  any  money  there 
that  don't — we  have  bought  large  quantities  of  real  estate  and 
we  have  made  four  tracks,  and  done  heaps  of  things  ;  they  are 
all  somewheres  in  the  books. 

Q.  Have  you  ever  paid  any  attention  to  the  construction  ac- 
count of  your  railway  ?  A.  No  ;  never  have ;  never  paid  any 
attention  to  the  books  at  all  while  I  have  been  there,  because 
I  have  got  men  competent  to  do  it. 

Q.  Do  you  put  any  money  into  your   railroad  which  would 
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not  resolve  itself  into  one  or  the  other  of  those  accounts  (hand- 
ing paper  to  witness)  ?     A.  I  don't  know. 

Q.  Look  and  see  ? 

Mr.  Depew — Is  that  a  copy  of  the  State  report  ? 

Mr.  Stekne — Yes,  sir  ;  construction  account  in  the  State 
report. 

Q.  Do  you  put  anything  in  your  construction  that  does  not 
represent  those  items  ?  A.  I  don't  know  what  they  are  ;  I 
never  saw  the  books  in  my  life  ;  I  don't  know  anything  about 
them  ;  my  attention  might  be  called  to  other  items  that  I  would 
recognize  that  I  don't  know  anything  about  now. 

Q.  Is  there  anything  that  goes  to  make  up  a  railway,  or  for 
which  the  moneys  of  a  railway  are  ever  expended,  that  would 
not  come  under  the  head  of  mason-work,  bridges,  passenger 
and  freight  stations,  engines  and  freight  houses,  land  and  land 
damages,  locomotives,  etc.  ;  you  can  see  as  well  as  I  can  (refer- 
ring to  paper) '(  A.  I  don't  know  of  anything  else,  but  there 
may  be  when  my  attention  would  be  called  to  it ;  there  may  be 
twenty  things  that  I  would  recognize. 

tj.  Has  your  attention  ever  been  drawn  to  the  State 
Engineer's  report,  in  relation  to  the  manner  in  which  the  items 
in  the  construction  account  are  defective  ?  A.  No,  sir ;  I  have 
never  known  anything  of  the  requisites  of  a  State  report;  my 
attention  has  never  been  called  to  that  at  all,  only  that  when 
the  blanks  are  sent  to  us  in  conformity  with  it  by  the 
proper  authorities,  and  we  conform  to  them,  they  are  handed 
to  the  people  who  make  up  our  reports,  and  they  make  them 
up. 

Q.  You  say  there  is  no  inventory  of  your  road?  A.  I  don't 
say  ;  I  don't  know. 

Q.  You  don't  know  whether  there  is  or  not  ?  A.  What  do 
vou  mean,  an  inventory  of  things  on  hand?  We  have  got 
that. 

Q.  No  ;  I  mean  the  values  ?     A.  No,  sir. 

Q.  Is  there  any  method  of  ascertaining  the  value  of  your 
road  other  than  the  construction  account  ?  A.  I  don't  believe 
there  is,  because  you  can  hardly  get  two  men  but  what  would 
differ  on  values. 

Q.  Your  bonded  indebtedness  since   1872,  represents  to  a 
large  degree,  doesn't  it,  if  not  wholly,  the  expenses  of  building 
the  four  tracks,  etc  ?     A.  I  think  so,  principally. 
67 
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Q.  All  that  new  construction  is  represented  by  bonds,  isn't 
it ;  not  by  earnings  ?     A.  I  don't  know ;  that  is  book-keeping. 

Q.  Let  me  draw  your  attention  to  the  fact  that  your  con- 
struction account  has  swelled  40  millions  of  dollars  since  1869, 
that  your  capital  account  has  remained  the  same,  and  that 
the  funded  debt  has  increased  about  26  millions  of  dollars ; 
now  is  the  difference  surplus  or  book-keeping  ?  A.  That  is 
book-keeping  ;  that  I  think  what  you  call  water  is  charged  to 
construction. 

Q.  .Isn't  it  true  that  only  a  part  of  that  water  is  charged  to 
construction  account  ?  A.  The  people  who  make  the  account 
can  tell  you  ;  I  cannot ;  probably  it  is. 

Q.  That  there  is  annually  a  writing  off  of  the  debit  side  of 
that  account  into  construction  account  ?  A.  I  have  heard  it 
argued  that  it  ought  to  have  been  done  at  once ;  instead  of 
that,  it  was  done  gradually. 

Q.  There  is  no  actual  construction  ?  A.  That  was  only  a 
question  of  difference  of  opinion  of  why  it  was  not  done. 

Q.  There  is,  therefore,  no  actual  value  representing  those 
additional  millions?  A.  Oh,  yes;  it  was  actual  value  when 
they  were  made. 

Q.  You  think  so?     A.  That  is  what  I  have  been  told. 

Q.  By  Mr.  W  orcester  ?     A.  Yes,  sir. 

Q.  There  is  no  value  for  the  year  in  which  the  construction 
account  thus  appears  to  have  been  swelled  by  millions  of  dol- 
lars ?  A.  You  take  what  I  say  as  fact  ;  it  is  only  opinion ; 
Mr.  Worcester  can  tell  you  the  fact. 

Mr.  Sterne— I  asked  for  that  account  and  Mr.  Depew  has 
not  furnished  it. 

Mr.  Depew — I  told  you  exactly  what  there  .was  of  it,  the 
same  as  Mr.  Vanderbilt  explains  it  now;  that  the  additional 
capital  ought  to  have  been  charged  into  construction  account 
at  the  time. 

Mr.  Sterne — You  mean  the  additional  stock? 

Mr.  Depew — The  additional  stock. 

Q.  That  is,  a  matter  of  book-keeping,  the  issue  of  stock  ap- 
pears on  one  side  of  the  ledger  and  there  is  no  construction 
account  to  appear  on  the  other  side,  and  so  that  is  done,  year 
after  year  ?     A.  I  think  that  has  been  added  yearly. 

Q.  Sp  in  prppess  ot  time,  the  intention  is  what  we  gall  stock 
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watering  will  be  absorbed  into  construction  account  so  that  the 
two  accounts  shall  balance?     A.  Yes,  T  think  that  is  it. 

Q.  Do  you  charge  depreciation  in  value  to  profit  and  loss? 
A.  Depreciation  in  value  ? 

Q.  For  instance,  as  cars  depreciate  in  value  ?  A.  I  know 
what  you  mean  ;  it  was  formerly,  and  I  suppose  it  is  yet ;  I 
don't  know ;  that  question  I  have  not  asked  in  three  or  four 
years. 

Q.  I  ask  it  with  that  view;  if  it  is  proper  that  you  should 
represent  by  a  stock  dividend,  appreciations  in  value,  isn't  it 
proper  that  something  should  represent,  either  your  profit  and 
loss  account  or  a  diminution  of  stock,  depreciations  in  value  ? 
A.  I  have  not  said  any  appreciation  of  value  is  represented ; 
that  is  your  say,  not  mine. 

Q.  You  don't,  in  point  of  fact,  have  any  profit  and  loss  ac- 
count into  which  you  charge  depreciation  of  value?  A.  I 
really  don't  know  ;  I  have  never  seen  the  books. 

Mr.  Depew — Mr.  Little  says — who  is  an  expert  in  these 
matters,  and  Mr.  Vanderbilt  is  not— that  there  would  not  be 
any  depreciation  of  the  account  if  the  stock  is  maintained. 

Q.  Take  the  case  of  steel  rails  that  cost  you  $125  a  ton? 
A.  Steel  rails  that  are  bought  now  are  all  charged  to  expense; 
when  we  were  buying  largely  and  replacing  the  old  road  and 
everything  of  that  kind  they  were  probably  charged  to  construc- 
tion ;  I  don't  say  so  positively. 

Q.  If,  for  instance,  take  any  value — suppose  you  were  to 
issue  to-morrow,  or  suppose  you  had  issued,  is  a  batter  way 

to  put  it,  suppose  you  had   issued A.  The  proceeds  of 

the  sale  of  the  old  rails  would  probably  go  into  what  is  called 
miscellaneous  account;  the  sale  of  all  old  material;  that  is 
part  of  miscellaneous  account ;  and  any  new  rails,  that 
is  probably  charged  to  expense  account  now,  where  you  are 
buying  two  or  three  hundred  thousand  tons  a  year. 

Q.  Take  this  case :  suppose  you  had  represented  by  an 
actual  stock  issue,  instead  of  a  bonded  debt,  the  cost  of  steel 
rails  at  $125  a  ton,  you  do  not  as  m  liter  of  fact  when  those 
selfsame  steel  rails  depreciate  to  $45  a  ton,  cany  the  differ- 
ence to  profit  and  loss  ?  A.  No,  I  do  not  believe  we  do ;  I 
don't  know;  I  have  not  seen  the  books ;  but  I  don't  believe  we 
would. 

Mr.  Depew — That  would  not  be  done. 
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The  Witness — I  should  think  not. 

Q.  That  is  not  in  accordance  with  railway  economy  ?  A.  I 
should  think  not. 

Q.  There  is  nothing  in  railroading  that  corresponds  with 
an  account  that  a  manufacturer  would  keep  in  which  he  would 
charge  the  yearly  depreciation  in  the  value  of  his  machinery, 
or  the  value  of  his  buildings,  to  profit  and  loss?  A.  There 
may  be,  and  may  not ;  I  don't  know. 

Q.  You  don't  take  an  annual  inventory  at  all?  A.  Yes, 
sir. 

Q.  Simply  of  stock  on  hand,  not  values  ?  A.  Not  values ; 
we  cannot  make  a  report  without  an  inventory. 

Q.  To  what  account  are  unpaid  or  unclaimed  dividends 
charged  ?    A.  I  don't  kuow  ;  I  really  do  not  know. 

Q.  Is  not  there  a  large  surplus?     A.  Of  unpaid  dividends? 

Q.  Yes,  from  that  source  ?  A.  No ;  when  we  settled  with 
Duncan,  Shernutn  &  Co. — before  their  failure  we  settled  with 
them,  took  their  account  up  to  our  office  that  they  had  had 
three  years,  the  Treasurer  settled  with  them  once  about  two  or 
three  years,  and  it  was  very  small. 

Q.  There  was  not  much  ?  A.  No ;  we  generally  find  that 
they  come  for  money,  no  matter  what  it  is,  dividends  or  any- 
thing else. 

Q.  The  elevator  which  was  built  by  the  New  York  Central 
Bailway  is  leased  to  Mr.  Twombly,  your  son-in-law,  isn't  it  ? 
A.  Yes,  sir. 

Q.  Is  there  any  economy  to  the  road  iu  that  leasing?  A.  We 
think  so  ;  that  was  formerly  leased  to  Mr.  Whitney,  who  was  a 
Director,  and  Mr.  Twombly  became  his  partner  a  ye&r  or  so 
ago,  and  sincejthere  has  been  a  new  lease  made  ;  do  you  want 
to  know  what  it  is? 

Q.  We  have  the  lease  here  ;  there  were  no  arrangements 
or  understanding  other  than  that  lease?     A.  Not  a  bit. 

Q.  It  is  all  on  that  lease  ?  A.  I  understand  you  or  some- 
body, subpoenaed  Mr.  Twombly  to  come  here  and  state  how 
much  of  that  money  he  paid  back  to  me — upon  his  subpoena — 
I  thought  that  was  a  reflection  upon  me,  that  I  had  some  inter- 
est in  it  in  some  way. 

Q.  Well,  how  much  he  paid  to  anybody  ?  A.  I  don't  know ; 
he  never  paid  a  cent  to  anybody,  that  I  know  of. 

Q.  It  was  not  intended  of  course  as  a  reflection ;  it  is  claim- 
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ed  in  your  joint  letter  that  the  charges  made  here  for  elevating 
are  lower  than  elsewhere,  what  do  you  know  about  that?  A. 
I  so  understand. 

Q.  Understand  from  whom  ?  A.  From  the  people  in  that 
business. 

Q.  In  that  business  here,  or  in  Baltimore  and  Philadelpha  ? 
A.  People  who  have  the  full  knowledge,  as  I  understand  it, 
'and  ought  to  know,  from  their  positions  in  all  the  places ; 
you  will  see,  by  the  terms  of  that  contract,  if  you  have  read 
it,  that  it  was  very  advantgeous  to  the  company  and  not  to  the 
elevator  people. 

Q.  Why  could  not  the  company  do  its  own  elevating,  as  it  is 
done  in  Baltimore  and  Philadelphia  ?  A.  For  the  same  rea- 
son it  would  not  do  this  cattle  business  ;  any  more  than  it  could 
do  this  express  business ;  some  people  undertook  to  do  the 
express  business,  and  some  people  undertook  to  run  ships  in 
connection  with  the  railroads  ;  we  don't  think  there  is  any 
economy  in  that ;  we  don't  think  steamship  business  is  within 
the  scope  of  our  charter. 

Q.  The  Pennsylvania  Company  does  its  own  elevating  in 
Philadelphia,  doesn't  it?     A.  I  don't  know. 

Q.  Its  elevator  is  not  leased  to  anybody,  is  it  ?  A.  I  don't 
know. 

Q.  The  Baltimore  &  Ohio,  at  Locust  Point,  does  its  own 
elevating  ?  A.  I  don't  know  ;  I  know  they  are  building  ele- 
vators with  the  idea  of  leasing  them  in  New  York ;  both  com- 
panies. 

Q.  Don't  it  give  the  lessees  considerable  control  of  that  busi- 
ness ?     A.  Not  a  penny — not  a  bit. 

Q.  Can  he  delay  shipments  to  one  party  and  give  to  others  ? 
A.  On  that  you  mean  to  be  interested  ;  the  agreement  is,  not 
to  be  interested  in  any  shipments  of  any  kind  ;  we  would  not 
have  a  man  running  our  elevator  that  had  any  interest  in  grain. 

Q.  Why  don't  you  apply  that  rule  to  your  stock-yards  ?  A. 
Well,  I  think — I  don't  know  that  it  is  not  applicable  ;  if  the 
lessees  of  the  stock  yard  were  abusing  the  lease  from  any 
cause  of  that  kiud,  and  my  attention  was  drawn  to  it,  I  would 
certainly  rectify  it. 

Q.  Why  don't  you  apply  that  rule  as  to  the  oil  business  ?  A. 
For  the  same  reason  ;  you  will  see  by  the  contract  made  with 
the  Standard  Oil  Company,  they  furnish  the  terminal  facilities 
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of  the  business  ;  all/jthe  accommodations ;  I  think  it  is  fully 
protected. 

Q.  Don't  you  know  they  are  furnishing  accommodation 
for  their  own  business  only  ?  A.  Of  course  they  have  got  to 
furnish  that,  and  they  have  got  to  furnish  it  for  other  people 
too  ;  I  never  heard  any  complaints. 

Q.  Isn't  it  a  fact  that  you  never  heard  any  complaints,  be- 
cause you  don't  carry  oil  for  anybody  else?  A.  That  may  be, 
but  I  think  we  do  ;  if  there  are  any  loop-holes,  or  anything  of 
that  kind,  not  only  for  the  Committee  or  ourselves  individually 
and  for  the  company,  we  would  like  to  have  information,  be- 
cause we  are  just  as  anxious  to  redress  and  rectify  anything 
of  that  kind  as  any  Committee  may  be ;  it  is  to  our  in- 
terest to  do  it,  and  we  would  rather  do  it ;  I  expect  to  learn 
some  things  here. 

Q.  You  made  a  settlement  with  Mr.  Jewett  of  a  claim 
against  your  father's  estate  of  three  and  a  half  million  dollars, 
did  you  not  ?     A.  How  much  ? 

Q.  About  three  and  a  half  million  ?  A.  Whatever  it  was  ; 
yes,  sir  ;  we  settled  it. 

Q.  When  was  that  settlement  made?  A..  Made  last  winter, 
I  think. 

Q.  Was  that  during  the  McHenry  difficulties  ?  A.  I  don't 
know,  I  think  it  was  a  very  favorable  settlement  to  them, 
but  I  would  certainly  have  beaten  them  ;  I  gave  up  some- 
thing, for  I  did  not  consider  it  worth  anything  to  settle  it  ;  my 
lawyers  advised  me  I  would  certainly  beat  them  ;  I  suppose 
you  know  what  I  gave  them  ;  don't  you  ? 

Q.  No.  A.  I  will  tell  you  ;  I  got  some  Boston,  Hartford  & 
Erie  bonds,  and  I  took  that  guarantee  off  of  them,  guaranteed 
by  the  Erie  road,  and  took  that  guarantee  off,  and  that  was 
the  settlement. 

Q.  Was  that  after  the  foreclosure  proceedings  had  been  in- 
stituted ?     A.  I  don't  know. 

Q.  Erie  Railway  was  worthless  at  that  time?  A.  Well,  I 
don't  want  to  say  anything  about  that. 

Q.  Will  remain  so  forever ;  its  property  has  all  been  fore- 
closed and  sold,  hasn't  it  ?  A.  I  don't  know  anything  about 
the  Erie  Railway  Company,  except  what  I  see  in  the  newspa- 
pers ;  so  far  as  its  mortgage  is  concerned  ;  I  never  have. 

Q.  That  guarantee  was  after  the  mortgage  was  foreclosed? 
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A.  I  was  advised  by  my  counsel,  Judge  Comstock,  who  was 
my  counsel,  to  settle  in  this  way  ;  and  I  conferred  with  my 
private  counsel,  and  he  said  he  thought  he  could  effect  a  set- 
tlement in  that  way,  and  I  asked  my  private  counsel  in  regard 
to  it  and  he  said  :  "  I  think  it  would  be  just  as  well  to  do  that ; 
you  are  sure  to  gain  the  suit,  but  you  don't  want  to  be  both- 
ered with  these  people  ;  they  are  irresponsible ;  let  the  thing 
go." 

Q.  Wasn't  you  advised  in  all  candor,  that  the  Boston 
Hartford  &  Erie  endorsement  was  of  no  value?  A.  I  con- 
sidered it  worthless,  and  I  did  that. 

Q.  It  was  the  only  consideration  that  passed  ?     A.  Yes,  sir. 

Q.  Wasn't  Judge  Comstock  at  the  same  time  Mr.  Jewett's 
counsel?     A.  I  don't  know;  he  may  have  been. 

Q.  Don't  you  know  that  he  represented  Mr.  Jewett  ?  A.  He 
may  have. 

Q.  Everything  in  relation  to  railways  is  Pickwickian?  A. 
Well,  it  was  another  gentleman,  who  was  my  private  counsel, 
who  first  advised  me,  before  I  went  to  Judge  Comstock  at-  all ; 
and  Judge  Comstock's  advice  only  confirmed  the  other,  and, 
therefore,  it  had  nothing  to  do  with  any  connection  that  he 
may  have  had  with  Mr,  Jewett  or  the  Erie  Boad. 

Q.  What  was  the  amount  of  that  endorsement?  A.  There 
was  1,250  Boston,  Hartford  &  Erie  bonds  endorsed  by  them,  of 
which  another  party  — 

Q.  When  you  speak  of  1,250,  they  were  par  value  of  $1,000? 
A.  Par  value  of  $1,000,  of  which  another  party  had  a  claim  of 
175  ;  I  relieved  them  of  their  endorsement  of  those  bonds  to 
the  extent  which  I  owned  ;  how  many  did  that  leave  ? 

Mr.  BuiiRiLL— 1,075. 

The  Witness — 1,075,  and  the  other  man's  175  ;  he  would  not 
dc.  it,  and  I  gave  him  his,  with  the  endorsement  on. 

Q.  He  was  not  much  better  off  with  the  endorsement  off 
than  with  the  endorsement  on  ?  A.  He  may  think  he  is ;  I 
don't  know. 

Q.  Was  there  any  arrangement  made  at  that  time  between 
you  and  Mr.  Jewett  as  Receiver,  or  Mr.  Jewett  as  an  individual, 
other  than  that  settlement?     A.  In  what  way? 

Q.  Were  you  to  support  him  by  your  voting  power  in  the 
stock  of  the  Erie  Boad  '      A.  I  never  had  a  share  in  my  life. 

Q.  Haven't  now  ?      A-  No,  sir ;  uever  had  any  arrangement 
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with  Mr.  Jewett  in  any  way,  shape  or  manner  lookiDg  to  any 
matters  of  interest  between  him  and  me  or  the  Erie  Kail- 
way  Company  in  any  way,  or  any  negotiations  about  this. 

Q.  How  did  the  negotiation  come  about  ?  A.  I  think  the 
gentleman,  my  private  counsel, saw  Mr.  McFarland  in  Albany; 
I  think  that  is  the  way  it  was. 

Q.  In  Assembly  Document  No.  93  of  18 /"3  it  appears  that  a 
voucher  was  sent  to  the  Erie  Railway  Company,  or  rather  a 
claim  was  sent  to  the  Erie  Railway  Company  on  behalf  of 
your  road,  for  the  payment  of  the  sum  of  $35,000  as  the  Erie's 
proportion  of  legislative  expenses  to  defeat  the  pro  rata  freight 
bill  ?     A.  A  claim  was  sent  there  ? 

Q.  Yes,  which  afterwards  got  itself  in  the  shape  o'.'  a  voucher, 
but  which  was  not  paid?     A.  Who'  was  it  sent  by  ? 

Q.  Sent  by  your  office  V     A.  I  don't  remember  it. 

Q.  Do  you  know  anything  about  such  a  voucher  as  that  ?  A. 
I  don't  remember  anything  about  it  now. 

Q.  Do  you  know  anything  about  the  legislative  expenses 
for  the  years  1871  and  18"2  ?  A.  I  do  not ;  what  was  the  leg- 
islation ? 

Q.  The  legislation  was  intended  to  defeat  this  pro  rata  freight 
bill?  A.  It  don't  make  any  difference  what  it  was ;  I  don't 
know  anything  about  it,  any  how,  about  any  year,  about  the 
legislative  expenses. 

By  the  Chairman  : 

Q.  If  there  was  such  a  claim  made  it  would  appear  on  your 
books,  would  it  not  ?     A.  I  should  think  so. 

By  Mr.  Sterne  : 

Q.  Under  what  head  would  it  appear  ?  A.  I  don't  know ;  I 
don't  keep  the  books. 

Q.  It  appears  by  a  statement  of  account,  rendered  on  page 
336  of  the  same  Assembly  document,  that  Mr.  William  H. 
Vanderbilt  received  August  5th,  1868,  expenses  $18,950?  A. 
What  year? 

Q.  For  1868  ;  do  you  know  anything  of  those  expenses?  A. 
That  was  before  I  had  anything  to  do  with  the  Central  Road. 

Q.  Had  you  anything  to  do  with  the  Erie  Road  at  that 
time?     A.  No;  the  roads  were  not  consolidated. 
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Q.  But  you  had  to  do  with  the  Hudson  Eiver  Eoad  ?  A. 
Yes,  sir. 

Q.  Was  that  the  Erie's  proportion  of  the  expense  incurred  by 
the  Hudson  Eiver  Eoad  for  legislative  expen  ses  of  that  year  ? 

A.  I  don't  know  ;  I  don't  remember. 

By  the  Chairman  : 

Q.  I  want  to  ask  you  in  regard  to  another  matter ;  the  sub- 
ject of  refrigerator  cars ;  we  have  not  had  any  testimony  on 
that;  I  wish  you  would  give  us  a  history  of  that?  A.  I  don't 
think  we  have  got  any ;  we  may  have  some  running  over  our 
road  ;  I  don't  think  we  have  got  any  arrangement  with  any  on 
our  road  except  those  owned  by  the  Merchants'  Despatch ;  I 
don't  think  we  hiive;  we  may  possibly  have. 

Q.  Does  the  Merchants'  Despatch  furnish  refrigerator  cars  ? 
A.  Yes,  sir;  600  or  700  of  them. 

Q.  Isn't  there  a  separate  organization  running  over  your 
road?  A.  There  are  on  some  of  the  western  roads,  and  if 
they  run  they  do  so  only  by  sufferance  over  us ;  we  have  no 
arrangement  with  them. 

Q.  That  is  what  I  mean  ;  in  regard  to  your  road?  A.  It  is 
only  done  out  of  courtesy  to  the  western  roads,  if  they  are 
permitted  on  our  road  at  all. 

Q.  There  is  no  such  company  or  association,  or  partnership, 
or  corporation,  with  which  you  are  connected  ?  A.  No,  sir ; 
not  outside  of  the  Merchants'  Despatch. 

Q.  I  want  to  ask  you  in  relation  to  this  subject  of  freight ; 
I  asked  you  some  questions  the  other  day,  and  I  want  to  ask 
you  some  supplemental  questions  ;  do  you  think,  as  a  railroad 
manager,  that  more  ought  to  be  charged  for  a  short  haul  than 
for  a  long  haul,  all  other  circumstances  being  the  same  ?  A. 
Equal  ? 

Q.  Yes?    A.  No. 

Q.  Do  you  think  it  is  proper  for  your  road  to  charge  more 
for  hauling  the  same  class  of  goods,  and  the  same  amount  from 
any  point  in  the  State  of  New  York  to  the  City  of  New  York, 
than  they  do  for  hauling  it  from  without  the  State,  all  circum- 
stances being  alike  ?  A.  I  don't  know  what  you  mean  by  all 
circumstances  being  alike. 

Q.  Let  me  suppose  a  case ;  suppose  a  man  wanted  to  ship 
one  shipment  of  40  cars  of  grain  from  Chicago  to  New  York, 
68 
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you  make  a  through  rate  and  charge  him  a  certain  sum,  ought 
you  to  charge  a  man  from  Rochester,  or  from  any  other  point 
in  the  State  of  New  York,  more  for  that  haul,  for  hauling  a 
like  shipment  to  the  City  of  New  York,  than  your  proportion 
of  the  through  freight?     A.  All  owing  to  circumstances, yes. 

Q.  You  ought  to?     A.  Under  certain  circumstances. 

Q.  Will  you  be  kind  enough  to  give  to  the  Committee  one 
instance ;  suppose  a  case  in  which,  in  your  judgment,  it  would 
be  proper  to  haul  it  for  less  ?  A.  We  may  haul  40  car  loads  of 
stuff  from  Chicago  to  New  York  and  lose  money  on  it ;  there 
is  no  reason  why  we  should  from  Rochester  ;  because  we  are 
doing  it  in  competition  with  other  roacls  out  of  the  State  ;  we 
often  do  haul  grain  for  less  than  it  costs,  and  other  things  too, 
for  the  time  being. 

Q.  Then  you  tbink  it  is  proper  to  haul  grain  from  Chicago 
to  New  York  at  a  loss,  and  still  keep  your  rate  upon  local 
freight  at  such  a  point,  that  you  may  make  a  profit  upon  your 
general  business  ?  A.  I  will  tell  you  what,  I  don't  think  this 
as  a  general  principle,  going  through  the  year,  that  that  would 
be  proper,  but  if  the  Legislature  for  instance,  should  say  to  ns 
that  we  should  not  do  anything  of  that  kind,  it  would  neces- 
sarily drive  us  to  a  great  exieut  out  of  the  through  business, 
and  out  of  competition  with  the  other  States  entirely. 

Q.  I  don't  see  how  it  would  ;  that  is  what  I  ask  you  this 
question  for;  that  is  a  question  that  the  Committee  have  got 
to  ask  themselves  and  answer  in  some  way ;  is  it  an  advantage 
to  you  to  do  the  through  business  at  a  loss  ?  A.  No  ;  but  we 
cannot  select  the  time  when,  we  will  do  it,  and  when  we  won't ; 
to  maintain  any  line  of  customers,  we  have  got  to  do  the 
business  rough  and  tumble,  as  we  call  it,  right  through,  at  a 
loss  occasionally  and  a  profit;  but  we  cannot  attempt  to  say 
that  we  will  do  it  this  week,. and  if  next  week  lower  rates  rule, 
we  won't  do  it,  but  we  have  got  to  take  our  customers'  business 
right  along. 

Q.  Does  not  the  through  competition  place  producers  or 
shippers  within  this  State  at  a  disadvantage  as  compared  with 
those  in  other  States  at  all  times  ?  A.  No  railroad  in  this 
State  has  control  of  that ;  all  that  we  can  say  is 

Q.  I  don't  ask  you  whether  you  are  to  biame  for  it  or  not, 
but  as  matter  of  fact,  does  it  not  ?     A,  It  may  at  times. 

Q.  Isn't  your  proportion  of  the   through  freight  haul  from 
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your  western  termini  to  your  eastern  termini,  usually  less  than 
it  is  for  points  within  the  State  ?  A.  Not  any  more  than  the 
difference  in  handling  from  the  point  where  the  freight  ema- 
nates. 

Q.  You  think  the  difference  in  the  cost  of  the  handling 
should  be  made  the  difference  in  the  rate,  do  you  ?  A.  No,  T 
think  it  should  be  a  little  more  than  that,  but  you  will  find  as 
a  general  thing,  in  questioning  Mr.  Butter,  or  Mr.  Blanchard, 
who  are  familiar  with  these  subjects,  you  will  find  that  our  ter- 
minal charges,  terminal  charges  over  the  entire  length  of  our 
road,  are  always  in  conformity  with  the  through  charges;  I 
don't  speak  of  the  local  tariff,  1  speak  of  the  freight  that  ema- 
nates in  Buffalo,  that  comes  to  Buffalo ;  large  quantities  of 
freight  come  there,  and  come  through  the  canal;  comes  to  a 
competing  point  ;  Buffalo  is  what  we  call  an  open  point,  a 
common  point ;  it  is  common  for  the  canal,  and  for  the  Erie 
Road  and  common  for  the  Pennsylvania  Road,  through  the 
Empire  Line  to  come  to  the  City  of  New  York  and  other 
places  ;  all  points  which  we  reach  pretty  much  and  the  prices 
ruling  from  Buffalo  here,  are  very  close  in  proportion  to  what 
they  are  from  Chicago. 

Q.  I  want  to  get  your  opinion  fully  on  this  subject,  not  only 
your  opinion,  but  your  reasons  ?  A.  Our  contract  with  the 
steamer  line  on  the  lake — in  which  we  have  no  interest — our 
contract  with  that  company,  is  that  we  will  carry  their  busi- 
ness, they  paying  the  expenses  at  Buffalo,  and  any  thing  of 
that  kind,  put  them  on  a  par  with  the  all-rail  men,  and  the 
all-rail  people  complained  of  it ;  the  Central  years  ago  owned 
boats  on  the  Lake,  and  when  our  people  came  into  the  adminis- 
tration of  the  road  we  sold  those  boats,  said  it  was  not  legiti- 
mate, but  the  other  people  are  in  it,  the  Pennsylvania  and 
Erie;  and  the  result  was  we  had  to  make  arrangements  with 
outside  parties. 

Q.  Suppose  the  Legislature  of  this  State  should  pass  a  law, 
saying  you  should  not  charge  more  from  any  point  in  the  State 
of  New  York  to  the  City  of  New  York,  or  your  eastern  termini, 
for  the  same  shipment  or  for  a  shipment  of  freight  under  the 
same  circumstances,  than  your  proportion  of  a  through 
rate ;  now,  then,  that  would  not  prevent  your  competing 
with  western  roads;  you  may  take  through  freight  just  as  low 
as  you  please ;  you  may  take  it  at  a  loss,  as  you  say  you  some- 
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times  do ;  it  would  simply  compel  you  to  decline  handling 
that,  or  put  the  local  shippers  in  the  State  of  New  York  upon 
a  par  with  them  ?  A.  It  would  compel  us  to  lose  money  on  all 
our  business,  instead  of  upon  a  part. 

Q.  Do  you  think  you  ought,  in  the  management  of  a  rail- 
road, be  permitted  to  do  business  at  a  loss,  when  you  thereby 
place  at  a  disadvantage  the  citizens  of  this  State  ?  A.  If  the 
Congress  of  the  United  States  would  only  pass  a  law  regulat- 
ing that,  I  would  lift  up  both  hands  for  it,  and  have  been  in 
favor  of  it  for  two  or  three  years,  so  that  our  competitors  are 
controlled  as  well  as  we  are ;  no  man  is  more  interested  in 
that  than  I  am. 

Q.  I  understand  you,  but  I  do  not  get  a  satisfactory  answer, . 
a  satisfactory  reason  ?     A.  I  think  you  would  simply  drive  us 
out  of  the  business  if  you  drive  us  out  of  competition  with  our 
rival  roads. 

Q.  No ;  it  would  not  drive  you  out  of  competition,  but  it 
would  simply  compel  you  to  extend  the  effects  of  that  business 
to  local  shippers?  A.  That  would  virtually  drive  us  out;  we 
could  not  live. 

By  Mr.  Sterne  : 

Q.  What  do  you  mean  by  you  could  not  live  ?  A.  We 
could  not  live  on  our  local  business. 

By  the  Chairman  : 

Q.  Isn't  a  fair  construction  of  that  answer  this  :  that  you 
could  not  live  except  you  were  permitted  to  charge  more  on 
your  local  freights,  in  proportion,  than  you  do  on  your  through 
freights  ?    A.  No ;  I  don't  think  so. 

Q.  I  don't  assume  it  is,  but  I  want  to  get  at  the  bottom  of 
this  thing  as  far  as  your  opinion  is  concerned?  A.  I  think  if 
you  are  going  to  put  us  under  legislative  restriction  as  to  the 
price  of  freights  within  the  State,  and  control  us  as  to  what 
should  be  done  out  of  the  State,  you  would  drive  us  out  of  the 
market ;  for  it  would  enable  all  our  rivals  to  know  just  exactly 
what  situation  we  were  in,  and  they  would  be  just  below  us  all 
the  time. 

Q.  I  think  you  are  right  about  that,  if  we  were  to  fix  the 
rate ;  but  that  is  not  the  proposition  in  regard  to  which  I  was 
questioning  you  at  all.     A.  No ;  but  they  know  pretty  well 
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what  a  living  rate  is ;  they  have  got  just  as  much  experience 
as  we  have,  and  may  be  more,  and  got  just  as  many  smart  fel- 
lows as  we  have. 

Q.  Then,  you  think,  in  order  to  successfully  manage  a  road, 
you  should  be  allowed  that  elasticity  of  management  which 
permits  you  at  times  to  place  the  citizens  of  this  State  at  a  dis- 
advantage in  rates  during  this  cut  rate  season?  A.  I  will  tell 
you  what  I  think ;  I  think  anything  that  the  Legislature  might 
do  to  obviate  that,  there  would  be  a  great  many  more  disad- 
vantages resulting  from  it  than  there  would  advantages,  and  we 
would  be  worse  off  a  great  deal,  and  the  State  would  not  be 
benefitted  more  than  now. 

By  Mr.  Baker  : 

Q.  Mr.  Yanderbilt,  are  you  able  to  state  that  you  have 
brought  any  freight  from  Chicago  to  New  York  during  the  last 
year  at  a  loss  ?     A.  Yes,  sir. 

Q.  Can  you  give  me  the  time  and  loss  ?  A.  Carried  a  thou- 
sand car-loads  of  cattle  while  I  was  in  Europe,  at  one  dollar  a 
car  load ;  the  Central  road  got  8(J  cents  of  it  ;  it  was  fighting 
against  those  eveneis  just  on  this  evening  system ;  to  settle 
that  we  did  that. 

Q.  Is  that  true  of  any  grain  shipment  or  flour  ?  A.  That  we 
have  carried  at  a  loss  ? 

Q.  Yes,  sir  ?     A.  I  have  no  doubt  of  it ;  yes. 

Q.  Can  you  give  the  Committee  a  detailed  statement  of  those 
shipments  and  the  rate  at  which  they  were  transported'?  A. 
It  is  very  questionable  ;  in  fact  there  cannot  be  any  doubt 
about  it,  that  to  carry  flour  at  11  cents  a  hundred  is  a  loss. 

By  Mr.  Sterne  : 

Q.  From  Chicago,  you  mean  ?  A.  Yes ;  or  anything  else, 
that  has  to  be  lightered,  and  we  have  to  pay  nine  cents 
out  of  it  for  lighterage. 

By  Mr.  Baker  : 

Q.  Can  you  give  the  Committee  a  detailed  statement  of  the 
freight,  showing  the  time  Mrhen  transported,  and  the  rate  paid 
thereon?  A.  If  Mr.  Depew  will  take  that  down,  Mr.  Rutter 
can  furnish  that,  probably. 
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By  the  Chaieman  : 

Q.  I  wish  you  would  explain,  Mr.  Vanderbilt,  why  it  was 
good  economy  to  carry  cattle  at  that  rate — of  course,  it  was  a 
present  loss?  A.  I  will  tell  you  why  it  was  done  ;  I  hadn't 
the  least  idea  when  I  gave  the  order — it  was  only  two  or  three 
days  before  I  went  aboard  the  ship,  and  they  gave  it  up  three 
or  four  days  before  I  landed  ;  they  said  the  evening  system 
should  not  be  broken  up ;  they  would  force  the  New  York 
Central  Road  to  continue  it;  I  told  them  to  make  an  issue  on 
that  and  fight  it ;  I  didn't  know  anything  about  it  until  I  got 
home  ;  the  only  question  is,  whether  I  would  have  had  pluck 
enough  to  stand  out  if  I  had  been  here. 

Q.  Tou  think  then  that  a  general  law  regulating  the  transpor- 
tation of  freight  would  be  desirable  ?  A.  To  all  the  railroads, 
yes  ;  I  think  so  ;  I  don't  think  that  one  State  should  legislate 
against  another  State — in  favor  of  another  State,  against  itself ; 
I  think  if  Congress  should  undertake  to  do  a  thing  of  that 
kind,  I  would  not  oppose  it ;  I  have  not  been  opposed  to  any- 
thing that  Congress  might  do  for  three  years. 

Q.  Congress  could  not  regulate  matters  within  this  State  could 
it,  under  the  Constitution  ?  A.  I  don't  know  as  they  could ;  but 
when  Congress  undertook  to  legislate  on  this  subject,  the 
State  Legislatures  could  take  it  up,  and  act  on  the  Act  of  Con- 
gress. 

By  Mr.  Sterne  : 

Q.  Your  Boston  and  Albany  connection  runs  how  many 
miles  in  the  State  of  Massachusetts  ?  A.  It  runs  through 
Connecticut  as  well. 

Q.  Yes?  A.  I  don't  know  ;  it  is  200  miles  from  Albany  to 
Boston. 

Q.  That  road  is  to  a  very  considerable  degree  controlled  by 
the  operation  of  the  Massachusetts  Commission,  isn't  it?  A.  I 
don't  think  it  is  now  ;  I  think  that  was  a  failure  ;  so  considered 
by  Mr.  Adams,  and  didn't  amount  to  anything. 

Q.  Isn't  it  controlled  by  the  operation  of  the  Massachu- 
setts Commission?  A.  Mr.  Adams  gave  that  up,  and  said 
the  only  way  to  get  at  this  matter  was  to  do  it  on  a  national 
basis. 

Q.  Have  you  ever  had  any  conversation  with  Mr.  Adams  on 
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that  subject  ?  A.  I  did  not  know  Mr.  Adams  until  he  was 
here  some  two  or  three  weeks  ago. 

Q.  How  do  you  know  that  was  Mr.  Adams'  opinion ;  did 
Mr.  Depew  tell  you  ?  A.  No ;  I  understood  it  from  several 
sources. 

Q.  You  never  read  Mr.  Adams'  reports,  did  you '?  A.  Yes ; 
some  of  them. 

Q.  He  didn't  confess  in  those  reports  that  that  Commission 
was  a  failure  ?     A.  Well,  no  ;  I  don't  think  he  did. 

Q.  I  want  to  ask  you  whether  or  not  you  found  that  the 
Boston  &  Albany  Eoad  was  prejudiced  by  the  operation  of  the 
Commission?     A.  No;  how  do  you  mean? 

Q.  Whether  you  heard— you  have  a  large  interest  in  that 
road,  haven't  you  ?     A.  Not  a  dollar ;  never  had. 

Q.  You  know  something  of  its  operations  ?  A.  Only  as  a 
connecting  line. 

Q.  Have  you  ever  heard  that  it  was  in  any  degree  hampered 
in  its  operations  by  the  conduct  of  the  Massachusetts  Com- 
mission ?  A.  I  have  heard  complaints  from  the  Boston  & 
Albany  Road  a  number  of  times  that  they  would  have  to  go 
out  of  the  business  because  the  rates  were  so  low;  couldn't  do 
the  business. 

Q.  Had  that  anything  to  do  with  the  Commission? 

Mr.  Depew— The  Commission  never  touched  them  on  through 
rates. 

Q.  No,  as  to  local  rates?  A.  I  never  heard  much  about  it, 
only  in  general  terms;  Mr.Adams' attention  now  is  entirely  given 
to  this  matter  so  as  to  affect  the  whole  country  ;  all  the  railroads 
in  the  country  ;  he  has  been  chosen  as  one  of  the  arbitrators. 

Q.  He  has  been  chosen  one  of  the  arbitrators  ?  A.  As  one 
of  the  arbitrators. 

Q.  He  is  paid  a  salary  by  that  Commission  for  that  service  ? 
A.  The  salary  don't  amount  to  anything — yes,  he  is  paid. 

Q.  Lives  in  New  York,  don't  he  ?  A.I  think  not ;  I  think 
he  lives  in  Boston. 

Q.  Who  are  the  other  arbitrators?  A.  Mr.  Wells  and  Mr. 
Wright. 

Q.  Do  you  issue  annual  reports  to  stockholders?  A.  Yes, 
when  asked  for  ;  we  have  some  printed  and  sent  to  our  stock- 
holders. 

Q.  Annually  ?     A.  Yes,  sir. 
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Q.  Is  it  a  different  report  from  the  Engineer's  report  ?  A. 
A  copy  of  the  State  Engineer's  report. 

Q.  No  more  than  that  ?     A.  That  is  all. 

Q.  Do  you  give  to  Poor's  manual  any  report?  A.  Nothing 
more  than  that. 

Q.  That  don't  contain  a  balance  sheet,  does  it  ?  A.  I  don't 
know  what  it  contains. 

Q.  Under  what  head  are  your  legal  expenses  and  legislative 
expenses  entered?  A.  1  don't  know;  I  suppose  they  are  under 
the  legal  expenses  ;  we  have  no  legislative  expenses. 

Q.  Expenses  during  a  legislative  session?  A-  No  different 
from  any  expense  when  the  Legislature  is  not  in  session. 

Q.  It  don't  increase  or  enlarge  during  the  winter  months  ? 
A.  No,  sir. 

Q.  Whatever  expenses  for  instance — is  Mr.  Barber  in  your 
employ?     A.  No,  sir. 

Q.  Not  on  your  pay-roll  ?  A.  No  sir ;  don't  hardly  know 
him ;  if  he  should  come  in  here,  I  might  know  him  and  might 
not. 

Q.  Mr.  Dutcher?  A.  Certainly,  he  is;  he  has  charge  of  our 
stock  yards. 

Q.  Prior  to  that  time,  before  he  was  in  charge  of  your  stock 
yards  ?  A.  Never  had  a  dollar  from  us  for  anything  else  that 
I  know  of. 

By  Mr.  Duguid  : 

Q.  I  have  a  case  of  where  a  rate  had  been  given  to  a  manu- 
facturer from  Toledo  to  New  York  of  $49  per  car  ;  is  that  a  liv- 
ing rate,  a  paying  rate  ?     A.  $49  from  Toledo  ? 

Q.  From  Toledo  to  New  York.     A.  How  many  cars? 

Q.  A  single  car.  A.  Given  to  him  in  our  office,  or  at  the 
other  end,  at  Toledo  ? 

Q.  I  can't  tell  which.  A.  I  should  think  that  was  under  the 
tariff  rate;  there  may  be  circumstances  attending  it  that  was 
justifiable,  and  there  may  be  circumstances  attending  it,  and 
other  things  that  would  give  a  lower  rate  than  that;  these 
things  vary  every  day. 

Q.  This  is  an  ordinary  manufacturer  ;  it  is  not  grain  or  any- 
thing of  that  kind,  it  is  an  ordinary  manufacturer,  where  he 
will  be  shipping  during  the  year.  A.  Then  he  had  a  yearly 
contract  very  likely. 
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Q.  Very  likely ;  that  you  think  would  be  a  paying  rate  ?  A. 
To  get  him  away  from  any  other  competitor  it  would  be,  prob- 
ably ;  there  are  a  great  many  considerations,  you  know. 

Q.  How  much  less  could  you  give  the  same  man  to  Syra- 
cuse from  Toledo  ?     A.  I  don't  know. 

Q.  How  much  less  ought  you  to  do  it  for  ?  A.  Well,  Syra- 
cuse isn't  halfway  ;  it  is  very  difficult  for  me  to  answer  that, 
because  there  are  so  many  circumstances,  you  know,  which 
would  change  it. 

Q.  Ought  it  to  be  any  less  from  Toledo  to  Syracuse,  than 
from  Toledo  to  New  York?  A.  To  a  manufacturer,  why  cer- 
tainly it  ought  to  be. 

Q.  It  should  be  less  ?     A.  Yes,  sir. 

Q.  The  rate  given  which  I  have  in  point,  from  Toledo  to 
Syracuse,  is  $56,  and  to  New  York  is  $49  ;  then  that  is  not 
right,  is  it?     A.  $56,  where? 

Q.  To  Syracuse.     A.  I  don't  know. 

Q.  That  is  a  reduced  rate  ;  I  know  of  instances,  where  it 
has  been  $63.     A.  $56  from  Syracuse  to  New  York? 

Q.  No,  Toledo  to  Syracuse  $  6 ;  Toledo  to  New  York  $4'.)  ? 
A.  That  is  all  so  ;  that  was  two  locals ;  from  Toledo  to  Syra- 
cuse he  had  to  pay  two  locals  ;  from  Toledo  to  New  York  he 
paid  a  through  rate. 

Q.  And  went  right  past  Syracuse?  A.  I  don't  know  ;  it 
may  or  may  not;  that  is  the  difficulty  ;  we  have  never  made 
those  arrangements  with  the  western  roads;  they  have  declined 
to  make  them  ? 

Q.  If  it  was  going  to  Utica,  it  would  go  past  Syracuse  ?  A. 
Certainly. 

Q.  If  it  was  going  to  Albany  it  would  go  past  Syracuse  ? 
A.  Yes  ;  Albany  is  a  common  point  again. 

Q.  Is  there  any  reason  why  the  rate  should  be  less  to  Al- 
bany than  to  Syracuse  ?  A.  Yes ;  under  certain  circum- 
stances. 

Q.  When  it  goes  right  past  the  door  of  Syracuse?  A. 
The  reason  why,  is  competition. 

Q.  Then  if  it  is  necessary,  it  is  a  discrimination  against  the 
Syracuse  merchant,  isn't  it,  in  favor  of  the  Albany  merchant  ? 
A.  You  may  put  it  right  the  other  way  under  certain  circum- 
stances ;  every  case  in  transportation  not  only  in  transportation 
by„rail  but  by  water — you  can  bring  any  steamboat  man  from 
69 
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New  York  here  and  put  him  on  the  stand  who  is  in  the  trans- 
portation business  through  the  Sound  or  anywhere  else,  and  he 
will  tell  you  that  his  rates  vary  to  different  people  and  under 
different  circumstances. 

Q.  The  case  I  have,  everything  is  equal  and  alike  to  the 
different  points ;  it  is  the  same  to  the  manufacturer,  to  the 
different  points  ?  A.  The  road  from  Toledo  to  Buffalo  will 
charge  him  a  local  rate  on  that  business  because  he  lives  at 
a  local  point  on  our  road. 

Q.  It  is  through  on  that  road  ?  A.  No  ;  it  only  comes  from 
Toledo ;  Chicago  is  through— it  may  be  through. 

By  Mr.  Sterne  : 

Q.  Toledo  to  Buffalo  would  be  through  ?  A.  According  to 
what  road  it  goes  on. 

By  Mr.  Duguid  : 

Q.  All  these  shipments  come  directly  by  Buffalo  ?  A.  Very 
well;  there  is  no  arrangement  there ;  as  I  told  you,  we  have" 
tried  to  affect  these  arrangements  for  a  long  time,  and  haven't 
been  able  to  do  it ;  the  business  emanating  from  any  point  on 
that  road  to  points  intermediate  on  another  road  in  another 
State,  they  get  two  locals  on  it. 

Q.  Don't  the  Central  get  all  additional  freight  that  is 
charged  fov  the  shorter  distance?  A.  You  can't  tell;  I  don't 
know  what  the  local  rate  from  Toledo  to  Buffalo  is  without  a 
list  of  tables ;  the  freight  agent  could  tell  you  how  much 
the  Central  gets  out  of  that ;  it  might  not  have  got  any  more 
in  one  case  than  it  did  in  the  other  in  proportion;  they  could 
ship  from  Toledo  to  Albany  by  the  Erie  as  well  as  by  the 
Central,  therefore  it  is  in  strong  competition. 

By  Mr.  Stekne  : 

Q.  Isn't  the  practical  effect  of  that  to  dry  up  the  prosperity 
of  the  intermediate  points,  which  are  not  common  points  ? 
A.  No;  the  effect  is  to  build  them  up,  and  they  will  soon  get  to 
be  common  points,  if  there  is  business  enough  there  to  make 
them. 

By  Mr.  Duguid  : 

Q.  I  ask  if  the  practical  effect  is  not  to  discriminate  against 
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the  Syracuse  merchant  or  Utica  merchant,  or  Bochester  mer- 
chant, in  favor  of  Albany  in  that  case  ?  A.  That  may  be  in 
that  case  ;  you  may  find  twenty  other  cases,  or  a  dozen  cases 
or  one  case,  that  he  will  have  the  balance  in  his  favor  against 
some  one  else. 

Q.  Here  is  one  case  of  shipments  by  the  same  party  ; 
there  are  no  different  circumstances ;  the  same  circumstances 
attend  each  one  ?  A.  Yes ;  there  is ;  if  you  bring  in  another  man 
in  Toledo  that  is  engaged  in  the  manufacturing  business,  or  in 
Syracuse,  and  if  he  can  get  his  material  from  Toledo  to  Syra- 
cuse cheaper  than  this  man,  then  there  is  a  cause  of  com- 
plaint. 

Q.  I  was  not  alluding  to  the  Toledo  man  ;  I  was  alluding  to 
the  Syracuse  man,  and  the  Central  New  York  man  ;  we  are 
interested  in  that  ?  A.  The  Syracuse  man  will  get  his  matetial 
just  as  cheap  to  Toledo  as  anybody  else  will — between  those 
points — if  he  is  a  manufacturer. 

Q.  But  not  as  cheap  as  he  gets  them  to  Albany,  and  that  is 
a  good  deal  further,  not  as  cheap  as  he  gets  them  to  Now 
York,  which  is  double  the  distance?  A.  Certainly  not;  you 
will  see  freight  here  charged  oftentimes  for  twenty  miles  by 
water  and  by  rail,  both,  more  than  it  costs  to  take  it  to  Europe 
— get  more  money  for  carrying  it  twenty  miles  than  to  carry 
it  3,000. 

Q.  The  profit  which  goes  to  the  New  York  merchant  is  taken 
from  the  Syracuse  merchant  in  that  haul ;  he  has  an  entire 
profit  over  the  Syracuse  merchant  on  this  car  load  of  goods  ; 
the  difference  in  rate  would  be  equal  to  a  fair  profit  ?  A.  Well, 
I  don't  know  about  that,  ho  couldn't  make  much  ;  if  it  is  ten 
tons  of  goods  he  only  gets  about  fourteen  dollars ;  $1.40  a  ton 
isn't  very  much  of  a  profit. 

Adjourned  to  August  29th,  1879,  at  10  A.  M. 
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Saratoga  Springs,  N.  Y.,  August  29, 1879. 
The  Committee  met  pursuant  to  adjournment. 

Present :  All  the  members  of  the  Committee,  except  Mr. 
No  yes  and  Mr.  Low. 

William  H.  Vawierbilt,  recalled. 

By  Mr.  Sterne  : 

Q.  In  the  agreement  of  March  25,  1872,  with  the  oil  pro- 
ducers, it  is  stated,  "That  all  arrangements  for  the  transpor- 
"  tation  of  oil  after  this  date,  shall  be  upon  a  basis  of  per- 
•'  feet  equality  to  all  shippers,  producers  and  refiners,  and 
"  that  no  rebates,  drawbacks  or  other  arrangements  of  any 
"  character,  shall  be  made  or  allowed  that  will  give  any  party 
"  the  slightest  difference  in  rates  or  discrimination  of  any 
"  character  whatever.  In  the  distribution  of 

"  cars  for  shipment,  it  shall  be  done  without  discrimination." 
Do  you  consider  that  position  of  the  New  York  Central  still  in 
force  ?     A.  What  do  you  say  that  it  is  —  a  circular  ? 

Q.  That  is  the  agreement  of  March  25,  1872,  arrived  at  be- 
tween the  producers A.  Who  with? 

Q.  With  the  Presidents  of  the  trunk  lines  ? 

Mr.  Depew — Is  that  the  producers  outside  of  the  Standard — 
general  producers  ? 

Mr.  Sterne— Yes. 

The  Witness — No,  I  don't  consider  any  agreement  with  any 
Presidents  of  trunk  lines  in  force  now  that  happened  three  or 
four  years  ago — and  that  is  1872 — or  that  even  happened  three 
years  ago,  with  but  very  few  exceptions  ;  because  with  those 
agreements  in  force  that  we  have  made  from  time  to  time,  there 
would  never  have  been  any  necessity  of  making  any  other 
agreements,  and  it  is  only  differences  of  opinion  as  regards 
those  agreements,  that  has  necessitated  lie  making  of  other 
agreements. 

Q.  I  understood  you  to  say  yesterday,  that  you  were  dis- 
posed, and  meant  to  treat  the  producers  of  oil  upon  an  equal 
basis?     A.  I  did,  if  we  had  come  to  any  terms  ;  yes,  sir. 

Q.  If  you  had  come  to  any  terms?     A.  Yes,  sir. 

Q.  You  heard  me  read  the  agreement,  as  arrived  at  in  1872  ; 
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the  agreement  of  March  25,  1872,  is  this  :  "  That  all  arrange- 
"  ments  for  the  transportation  of  oil  after  this  date  shall  be 
"  upon  a  basis  of  perfect  equality  to  all  shippers,  producers 
"  and  refiners,  and  that  no  rebates,  drawbacks  or  other  ar- 
"  rangements  of  any  character  shall  be  made  or  allowed,  that 
"  will  give  any  party  the  slightest  difference  in  rates  or  dis- 
"  crimination  of  any  character  whatever.  *  *  *  In  the 
"  distribution  of  cars  for  shipment,  it  shall  be  done  without 
"  discrimination ;"  now,  do  you  consider  that  position  of  the 
New  York  Central,  then  taken,  still  in  force?  A.  Under  the 
same  circumstances,  yes. 

Q.  What  do  you  mean  by  under  the  same  circumstances? 
A.  Circumstances  have  changed  very  largely  since  1872;  in 
1872  there  were  probably  fifty  men  in  the  oil  business,  where 
there  is  but  one  to-day,  or  two,  but  they  were  all  on  a  perfect 
equality  so  far  as  I  know  now,  so  far  as  I  can  remember,  at 
that  time,  but  we  have  drifted  along  and  got  to  where  we  are. 

Q.  Your  getting  where  you  are  is  because  of  the  enormous 
growth  of  the  Standard  Oil  Company,  isn't  it,  and  its  affili- 
ations ?  A.  That  is  one  of  the  causes,  yes ;  one  line,  if  you 
please,  buying  up  all  the  others. 

Q.  In  all  candor,  without  going  into  the  causes  of  it,  does 
not  that  one  great  shipper  dictate  terms,  practically  to  the 
railways  ?  A.  That  is  all  owing  to  the  railroads — what  their 
relations  are  at  the  time  that  he  comes  to  them  ;  if  the  rail- 
ways are  at  war  with  each  other  you  may  say,  yes  ;  if  not,  no. 

Q.  But  the  railways  agree  to  give';  to  the  Standard- — each 
railway  in  its  turn  has  agreed,  and  between  each  other  sub- 
stantially they  have  agreed,  have  they  not,  to  give  to  the 
Standard  Company  the  lowest  rate  that  the  Standard  Com- 
pany obtains  upon  any  other  road.  A.  No,  we  never  agreed 
to  that  ;  let  me  explain  right  here  ;  the  construction  that  the 
Standard  put  upon  that  and  that  others  have  put  upon  that, 
too — upon  the  contract  that  they  had  with  us,  would  probably 
bear  that  construction,  but  that  never  was  our  intention  and  has 
been  distinctly  repudiated  by  me  time  and  time  again  ;  I  said, 
"  Gentlemen,  you  cannot  walk  into  this  office  and  say  we  are 
bound  by  any  contract  to  do  business  with  you  at  any  price 
that  any  other  road  does  that  is  in  competition  with  us  ;  it  is 
only  on  a  fair  competitive  basis,  a  fair  competition  for  business 
at  a  price  that  I  consider  will  pay  the  company  to  do  it ;"  I 
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am  not  going  to  put  it  in  any  man's  power  on  cattle,  or  any- 
thing else  ;  while  we  may  do  it,  we  are  not  going  to  put  it  in 
his  power  to  come  to  us  and  make  that  clnim  upon  us  to  do  it; 
they  did  put  that  construction  upon  that  contract  early  and  I 
repudiated  it  distinctly  to  them,  and  if  you  put  those  gentle- 
men on  the  stand  I  guess  they  will  all  say  I  did  ;  I  am  aware 
that  it  did  bear  that  construction. 

Q.  Independently  of  that,  substantially  don't  you  carry  out 
that  construction  of  the  agreement ;  I  mean  the  construction 
that  the  Standard  people  put  upon  the  agreement?  A.  No; 
we  may  carry  it  out  so  far  as  our  action  goes,  but  we  don't 
carry  out  any  such  principle;  iu  ordinary  competition  we  do; 
we  say  we  will  do  their  business  the  same  as  any  other  com- 
pany does,  but  we  are  not  going  to  say  if  they  do  it  for  noth- 
ing that  we  will  do  it  for  nothing  ;  we  always  base  it  upon  a 
price  that  we  consider  is  paying  for  the  business  that  we  do 
for  them. 

Q.  As  a  matter  of  fact,  are  you  not  carrying  oil  now  at  a 
price  far  below  any  paying  price  ?  A.  I  don't  know,  for  I 
don't  know  what  the  price  is. 

Q.  When  you  last  heard  of  the  price  were  you  not  even  then 
carrying  it  at  a  price  far  below  a  price  that  paid  for  carriage  V 
A.  No  ;  I  have  heard  that  we  were  carrying  it  very  low,  but  I 
have  not  heard  prior  to  my  coming  here  now  (this  few  days' 
talk  in  this  matter),  that  we  have  done  that  business  at  what 
may  be  called  less  than  cost,  except  it  may  be  for  a  few  days. 

Q.  If  your  price  is  now  ten  cents  a  barrel,  would  you  con- 
sider that  a  paying  price  ?     A.  From  where  ? 

Q.  From  the  oil  regions  to  New  York — on  crude  ?     A.  No. 

Q.  Four  hundred  and  fifty  pounds  carried  a  distance  of  five 
hundred  miles,  on  which  you  must  pro-rate  with  the  Lake 
Shore  Road  ?  A.  I  should  not  think  it  was  a  paying  price,  if 
you  do  not  take  other  things  into  consideration — take  it  by 
itself. 

Q.  Unless  you  do  it  for  war  purposes  ?  A.  Yes ;  for  some 
ulterior  object. 

Q.  Can  you  attribute,  or  do  you  attribute,  in  your  own  mind, 
the  fact  of  there  being  one  refiner  instead  of  fifty,  now,  to 
any  other  cause  except  the  larger  capital  of  the  Standard  Oil 
Company  ?  A.  There  are  a  great  many  causes  ;  it  is  not  from 
their  capital  alone  that  they  have  built  up  this  business  ;  there 
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is  no  question  about  it  but  that  these  men — and  if  you  come 
in  contact  with  them,  I  guess  you  will  come  to  the  same  con- 
clusion £  have  long  ago — I  think  they  are  smarter  fellows  than 
I  am,  a  good  deal ;  they  are  very  enterprising  and  smart  men  ; 
never  came  in  contact  with  any  class  of  men  as  smart  and 
able  as  they  are  in  their  business,  and  I  think  a  great  deal  is 
to  be  attributed  to  that. 

Q.  Would  that  alone  monopolize  a  business  of  that  sort? 
A  It  would  go  a  great  ways  towards  building  it  up ;  they  never 
could  have  got  in  the  position  they  are  in  now,  without  a  great 
deal  of  ability,  and  one  man  would  hardly  have  been  able  to 
do  it ;  it  is  a  combination  of  men. 

Q.  Wasn't  it  a  combination  that  embraced  the  smart  men  in 
the  railway  s,  as  well  as  the  smart  men  in  the  Standard  Com- 
pany '?  A.  1  think  those  gentlemen  from  their  shrewdness  have 
been  able  to  take  advantage  of  the  competition  that  existed 
between  the  railroads  for  their  business,  as  it  grew,  and  that 
they  have  availed  themselves  of  that  there  is  not  a  question  of 
doubt. 

Q.'  Don't  you  think  they  have  also  been  able  to  make  their 
affiliations  with  railroad  companies  and  railroad  officers?  A. 
I  have  not  heard  it  charged  that  any  railway  official  had  any 
interest  in  any  of  their  companies,  only  what  I  used  to  see  in 
the  papers  some  years  ago,  that  I  had  an  interest  in  it. 

Q.  Your  interest  in  your  railway  is  so  large  a  one,  that  no- 
body would  concieve,  as  a  matter  of  personal  interest,  that  you 
would  have  an  interest  antagonistic  to  your  road  ?  A.  When 
they  came  to  do  business  with  us  in  any  magnitude,  that  is  the 
reason  I  disposed  of  my  interest. 

Q.  And  that  is  the  only  way  you  can  account  for  the  enor- 
mous monopoly  that  has  thus  grown  up?  A.  Yes;  they  are 
very  shrewd  men ;  I  don't  believe  that  by  any  legislative  en- 
actment or  anything  else  through  any  of  the  States  or  all  of 
the  States,  you  can  keep  such  men  as  them  down  ;  you  can't 
do  it ;  they  will  be  up  on  top  all  the  time ;  you  see  if  they  are 
not. 

Q.  You  think  they  get  on  top  of  the  railways  ?  A.  Yes  ;  and 
on  top  of  everybody  that  comes  in  contact  with  them  ;  too 
smart  for  me. 

Q.  Then  you  want  the  power  of  the  legislature  to  help  you  ? 
A.  No  ;  I  think  the  business  is  gone. 
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Q.  What  caused  it  to  be  gone  ?  A.  A  multitude  of  causes; 
it  came  from  the  canal  to  us,  and  now  it  is  going  from  us  to 
other  means  of  transportation. 

Q.  Is  it  not  true  that  that  was  a  product  which,  to  use  a  rail- 
road term,  could  bear  a  reasonably  sound  rate  for  transporta- 
tion originally  ?  A.  I  think  you  will  find  that  their  argument 
would  be  the  same  as  the  railroad's  aiguments  are,  and  properly 
so  ;  that,  while  they  have  got  very  much  less  rates  of  transporta- 
tion for  doing  their  business,  the  price  of  the  article  itself  is  so 
much  reduced  that  they  are  not  able  to  get  any  more  for  the 
article  than  before  ;  while  you  claim  that  they  have  a  monopoly 
of  all  that  business,  and  the  producing  of  it,  why  don't  they 
get  more  for  the  article?  it  is  all  in  their  power. 

Q.  Don't  they  enter  into  competition  with  Russia  and  other 
countries,  where  they  cannot  have  a  monopoly,  where  oil  has 
been  found  since  ?  A.  That  is  only  lately  ;  I  am  told — I  don't 
know  it  to  be  so,  but  I  am  told  that  these  gentlemen  charter 
vessels  by  the  quantity  and  ship  very  large  amounts  of  oil,  and 
do  all  this  canning  business  and  everything  of  that  kind  that 
they  are  probably  now  interested  in;  I  don't  know  it  to'  be  a 
fact,  only  I  hear  it  the  same  as  you  hear  it. 

Q.  Do  you  think  it  is  a  wholesome-  condition  of  affairs  that 
a  great  business  like  that  should  be  monopolized  in  a  few 
hands  ?  A.  It  is  all  owing  to  how  they  use  it ;  they  are  very 
foolish  men  if  they  are  going  to  use  it  so  that  it  is  going  to 
create  such  an  uproar  and  excitement  against  them  that  it  is 
going  to  ruin  their  business ;  I  don't  believe  those  people  are 
so  foolish  by  any  means ;  I  think  they  are  very  shrewd  men. 

Q.  You  have  examined  into  the  question,  have  you  not,  how 
far  your  road  is  used  to  its  fall  capacity  ?  A.  Do  you  mean 
with  the  present  equipment? 

Q.  No,  its  track  capacity  ?  A.  It  is  all  guess  work ;  yes,  I 
have  guessed  at  it. 

Q.  Is  it  not  true  that  you  could  conveniently  do  four  times 
the  business  over  your  road  that  you  are  doing,  assuming  that 
you  had  the  rolling  stock?  A.  No,  it  is  not  true  that  we  could 
very  largely  increase  our  business  now  to  the  port  of  New  York 
without  obtaining  very  large  additional  terminal  facilities. 

Q.  I  am  speaking  now  as  to  the  occupation  of  the  track  ? 
A.  You  cannot  occupy  a  track  in  the  middle,  and  run  trains 
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back  and  forward,  and  keep  the  ends  closed  up ;  you  can't  do 
that  long. 

Q.  I  understand  that ;  but  the  point  I  want  to  get  at  is 
whether  it  is  or  is  not  true  that  railway  facilities  to  western 
points  have  been  created  far  in  advance  of  necessities  ?  A.  To 
western  points,  but  not  from. 

Q.  Well,  even  from  ;  couldn't  you  carry  over  your  road,  with 
four  tracks,  four  times  as  much  western  produce  eastward  as 
you  do  now,  assuming  that  you  had  the  necessary  facilities  in 
New  York  to  do  the  business  ?  A.  No,  I  don't  think  we  could ; 
I  have  given  an  order  within  the  last  two  weeks  to  take  steps 
towards  four-tracking  the  Hudson  Kiver  Eoad. 

Q.  Haven't  you  found  an  enormous  economy  arising  from 
the  four  tracks  ?     A.  I  think  so. 

Q.  Very  large  ?  A.  We  think  so;  you  can't  find  another 
railroad  man  in  the  country  hardly  to  agree  with  me  in  that ; 
they  all  say  it  is  a  useless  expense. 

Q.  Your  own  experience,  of  course,  would  tell  better  than 
their  guesses;  don't  you  find  that,  in  the  way  of  switch  tenders 
and  manual  labor,  which  is  requisite  for  two  tracks,  that  your 
four  tracks  give  you  an  enormous  economy  ?  A.  No  ;  we  find 
the  economy  more  particularly  in  our  labor  ;  in  the  satisfaction 
that  it  gives  our  men,  in  the  payment  of  wages,  and  so  on  ;  they 
do  their  work  now  very  regularly  ;  if  a  mau  gets  on  the  foot- 
board of  his  engine  he  knows  he  is  going  to  earn  $4.50  before  he 
gets  off,  and  he  knows  about  how  long,  unless  there  is  an  extra- 
ordinary accident,  he  is  going  to  be  doing  it ;  whereas,  hereto- 
fore, he  could  not  tell  how  long  he  would  be  detained  on  the 
road,  because  he  was  running  on  the  same  track  with  passen- 
gers, and  he  had  to  give  way,  and  there  was  more  or  less  de- 
tention from  passenger  trains,  and  so  on  ;  and  it  is  a  saving  of 
expense,  inasmuch  as  it  does  not  necessitate  the  same  amount 
of  side  tracking,  and  so  on. 

Q.  Isn't  it  your  experience  that,  take  for  instance  the  con- 
centration of  railroads  from  eastward  points  to  westward  points, 
either  Cincinnati  or  Chicago,  that  as  to  through  traffic,  the 
accommodations  are  largely  in  excess  of  the  necessities?  A. 
You  now  speak  of  economy  ;  that  might  be  economy,  and,  as 
I  contend,  it  is  economy  for  the  New  York  Central  Road ;  it 
would  hardly  be  economy  for  any  other  road,  except  it  is  a 
truuk  line  running  into  the  port  of  New  York ;  it  would  hardly 
70 
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be  an  economy  for  the  Lake  Shore  Koad  and  those  roads,  be- 
cause they  all  have  all  the  facilities  that  they  require  in  the  way 
of  track  for  the  business  that  now  offers  to  them  ;  with  us — if 
their  business  increases  a  little,  each  of  them — our  business 
and  the  Erie's  will  increase,  because  there  are  so  many  of  them 
in  the  aggregate,  it  will  be  much  larger  to  us. 

Q.  The  gentlemen  whom  I  represent,  the  Chamber  of  Com- 
merce Committee,  have  stated  iu  their  charges,  and  frequently 
in  their  statements  at  meetings,  and  I  have  been  disposed 
somewhat  to  agree  with  them — if  we  are  not  right,  we  want  to 
be  set  right  by  people  who  know  better— that  the  number  of 
through  lines  to  western  points  are  largely  in  excess  of  the 
necessities  ?     A    On  westbound  business,  certainly. 

Q.  Are  they  not  also  largely  in  excess  of  the  necessities  on 
eastbound  business ;  in  other  words,  is  not  the  community 
compelled  to  pay  interest  and  dividends  upon  a  large  amount 
of  capital  invested  unnecessarily?  A.  Not  at  all;  the  proof 
of  that  is,  all  the  lines  combined  have  not  been  able  to  do  the 
business  thai;  is  offering  for  the  last  four  months,  and  probably 
will  not  for  the  next  six  mouths;  if  we  had  two  or  three  more 
roads  there  would  be  business  for  them  all. 

Q.  Is  not  that  true  because  of  the  fact  that  they  have  insuf- 
ficient rolling  stock,  and  not  because  of  the  fact  that  they  have 
insufficient  trackage?  A.  No,  sir,  I  think  not;  we  are  running 
four  thousand  cars  a  day  over  our  division. 

Q.  Can't  you  run  sixteen  thousand  cars  a  day  over  your 
division,  if  you  had  the  cars?  A.  I  don't  know  about  that  ■ 
our  trains  now  are  very  close  together ;  if  you  go  over  the  road 
you  will  see  trains  on  the  four  tracks  very  close  together;  we 
could  run  a  good  deal  more ;  we  could  do  a  great  deal  more 
business  when  you  come  to  g«t  it  up  to  that  extent. 

Q.  Therefore  the  reason  why  you  cannot  do  all  the  busi- 
ness that  is  offered,  is  because  you  have  not  sufficient  rolling 
stock,  ail  of  you,  when  the  crops  are  very  large,  and  not  be- 
cause the  trackage  is  insufficient  ?  A.  I  will  tell  you  about 
that ;  we  have  all  got  rolling  stock  enough,  and  to  spare,  for 
the  ordinary  business  of  the  country,  but  the  business  does 
not  come  with  any  kind  of  regularity;  the  business  comes,  you 
know,  three  or  four  months ;  the  business  comes,  as  a  general 
thing,  from  the  1st  of  September  to  the  1st  of  January  or 
February,  along  there ;  it  all  comes  in  a  rush,  and  if  we  had 
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twice  as  much  rolling  stock  there  would  be  business  for  it ;  but 
no  company  can  afford  to  keep  that  amount  of  rolling  stock  all 
the  time ;  we  would  have  all  our  side  tracks  filled  up,  as  they 
are  now  during  parts  of  the  year,  and  each  of  the  railroads 
quarreling  with  each  other,  and  saying,  "  You  are  running  our 
rolling  stock  on  the  side  track  and  keeping  your  own  in  mo- 
tion ;"  there  is  a  great  deal  of  complaining  among  railways 
about  it,  as  you  can  see  if  you  look  at  it. 

Q.  I  can  see  that,  but  I  can  still  see  the  other  element,  that 
you  could  afford,  if  you  had  interest  to  pay  upon  but  one  per- 
manent way  and  trackage,  instead  of  four  or  five  permanent  ways 
and  trackage — that  you  could  increase  your  rolling  stock  very 
largely  for  the  purpose  of  doing  the  business  ?  A.  On  the 
four? 

Q.  Yes ;  would  not  that  be  so  ? 

Mr.  Bureell — His  idea  is  that  you  can  do  as  much  business 
on  the  two  tracks  as  you  can  on  four,  if  you  have  the  rolling 
stock. 

A.  You  can't  do  that. 

Q.  I  don't  mean  that ;  Mr.  Burrill  is  wrong  ;  have  you  ever 
thought  of  how  much  capital  is  wasted  in  the  building  of 
through  lines  which  are  not  necessary  because  the  existing 
lines  have  been  perfectly  capable  of  doing  the  business,  or 
the  anterior  lines,  I  mean  ?  A.  I  have  never  seen  any  existing 
line  in  all  of  my  railroad  experience  yet,  that  there  was  not 
times  of  the  year  when  they  could  not  do  the  business,  no 
matter  what  line  it  is  ;  any  line  ;  on  our  toad  or  on  any  other 
road  ;  I  have  never  heard  of  ir. 

Q.  You  are  not  prepared  to  say  that  that  is  not  because  of 
insufficiency  of  rolling  stock  for  the  business?  A  I  will  tell 
you  what  I  think  about  it ;  you  will  find  at  times  like  these 
now  that  every  freight  house  and  every  facility  that  all  the 
roads  have  at  all  their  points  are  used  to  their  utmost  capa- 
city ;  I  was  in  Buffalo  two  or  three  weeks  ago ;  I  went  on 
there ;  I  took  seven  or  eight  gentlemen  from  Saratoga  with 
me,  and  we  went  down  through  our  freight  houses  and  through 
our  elevator  ;  our  freight  houses  are  crowded  ;  we  are  doing 
just  as  much  as  we  can  possibly  do ;  our  freight  houses — 700 
or  800  feet  long  anS.  125  feet  wide — are  piled  up  full ;  and 
there  were  three  or  four  steamboats  there,  and  the  elevator 
with  a  million  bushels  of  grain  in  it,  and  we  couldn't  touch 
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it — couldn't  move  it ;  the  Erie  Boad,  too,  is  in  tlie  same  con- 
dition, and  from  my  information,  the  other  roads  are  about  in 
the  same  condition — three  times  as  much  freight  offered  as 
they  can  possibly  take,  and  at  the  same  time  we  were  doing  it 
for  a  mere  song ;  do  you  think,  if  you  were  in  that  business 
you  would  be  doing  it  for  a  song  ? 

Q.  Probably  not ;  of  course  not.  A.  And  not  only  as  a 
matter  of  policy,  but  to  suit  the  public  demand,  the  clamor 
that  there  is  all  over  the  country,  with  freighters  and  everybody 
b.Jgging  r.nd  everybody  offering  premiums  for  cars,  and  the 
railorads  holding  still  in  this  State,  to  their  own  detriment, 
merely  to  satisfy  a  public  clamor. 

Q.  Is  it  merely  to  satisfy  a  public  clamor?  A.  I  think  so; 
certainly  we  ought  to  be  getting  a  great  deal  more  money 
than  we  are  for  doing  this  business. 

Q.  You  ought  to  be  earning  more  than  16  per  cent,  on  the 
capital  invested  in  your  road?  A.  Any  railroad  in  which  I 
have  ever  had  anything  to  do  with  the  administration,  which 
I  was  responsible  for,  I  think,  no  matter  what  their  earnings 
have  been,  there  has  never  a  year  gone  over  their  heads  but 
what  there  has  been  a  very  material  improvement  in  every 
thing  pertaining  to  what  the  public  might  demand  in  the 
way  of  depots,  track,  and  everything  of  that  kind. 

Q.  I  have  no  doubt  of  that.  A.  And  if  we  were  earning 
more  than  a  fair  compensation  for  the  income  of  moneys  in- 
vested, it  might  be  so  considered,  the  public  constantly  get- 
ting the  beneat  of  it ;  we  have  spent  for  the  last  four  years 
six  millions  of  dollars  in  New  York,  and  we  are  spending  two 
or  three  millions  more  for  terminal  facilities,  and  it  is  all  free, 
gratis  ;  we  don't  get  a  cent  out  of  that  any  more  than  we 
formerly  did  ;  freights  are  very  much  lower ;  the  public  don't 
get  it,  but  we  have  to  do  it ;  why  ?  because  railroads  running 
through  other  States,  in  competition  with  railroads  in  your 
State,  do  it,  and  the  railroads  in  your  State  have  got  to  com- 
pete with  them,  and  make  these  large  expenditures ;  in  any 
other  business  in  the  world  it  is  not  required,  and  it  is  not 
done. 

Q.  Are  you  not  reciprocally  benefited  by  the  growth  of  the 
community  and  its  development,  and  all  that,  for  which  you 
do  not  pay  a  cent ;  every  birth  in  New  York  enures  to  your 
benefit,  and  every  additional  family  that  moves  from  Europe 
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to  this  country?     A.  Certainly  ;  we  consider  ourselves  as  part 
and  parcel  of  Noav  York. 

Q.  And  so  there  is  a  reciprocity  on  the  part  of  the  commu- 
nity with  the  railroads?  A.  I  think  the  railroads  have  done 
their  full  share  towards  the  prosperity  of  the  commercial  in- 
terests of  the  State  and  the  City  of  New  York,  from  the  very 
fact  that  we  are  transporting  goods  in  competition  with  other 
roads,  200  miles  further,  for  2  cents  more — 300  miles  further 
than  Baltimore  is;  and  the  great  demand,  as  I  understand, 
and  the  principal  demand,  made  by  the  merchants  of  the  City 
of  New  York  was,  that  we  should  do  the  business  and  carry 
the  goods  to  Ntw  York  at  the  same  price  that  they  would 
to  Baltimore  and  Philadelphia. 

Q.  Why  not?  A.  Every  reason  in  the  world  why  not ;  that 
would  only  hurt  New  York  State  and  City  if  we  did. 

Q.  How  ?  A.  For  instance,  it  would  lead  to  a  war  of  ex- 
termination of  the  roads  ;  suppose  we  survive  it  and  cripple 
them,  what  would  they  do  ;  what  would  those  States  and  Cities 
do  ;  they  would  go  to  Congress  ;  there  would  be  then  a  war  of 
the  whole  United  States  against  us  instead  of  the  State  of 
New  York  ;  they  would  not  permit  us  to  live;  there  would  be 
a  war  of  extermination ;  if  we  succeeded  in  exterminating  them, 
those  Cities  would  not  permit  it,  they  would  go  to  Congress 
about  it. 

Q.  How  could  they  help  it  ?  A.  That  is  the  remedy  they 
have. 

Q.  Prior  to  the  building  of  the  Erie  Canal,  Philadelphia 
was  a  move.-  important  commercial  centre  than  New  York;  the 
building  of  the  Erie  Canal  dried  up  the  business  of  Philadel- 
phia, and  brought  it  to  New  York,  to  a  very  large  extent ; 
they  could  not  help  it,  and  all  the  war  they  could  make  upon 
the  Erie  Canal  would  not  prevent  it  ?  A.  Because  they  had 
the  natural  means  of  getting  to  Philadelphia ;  it  was  very 
much  nearer  than  New  York  when  they  went  there  I  suppose ; 
we  built  our  railroad  and  our  canal,  and  they  gave  us  the  ad- 
vantage, and  we  took  their  business  ;  as  soon  as  they  get  upon 
an  equality  with  us  again  the  business  has  got  to  go  with  more 
of  an  equality. 

Q.  The  merchants  of  New  York  think  you  have  so  much 
advantage  over  the  other  roads  in  your  superior  gradient,  and 
your  larger  local  traffic,  they  imagine  they  ought  to  have  equal 
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rates  with  the  others  ?  A.  That  is  a  mistake  ;  look  at  the  re- 
ports of  the  New  York  Central  and  the  Pennsylvania  roads ; 
they  do  their  business  at  a  less  cost  than  we  do  ;  the  reports 
show  it. 

Q.  May  that  not  be  a  question  of  management  as  well  as 
natural  advantage  ?  A.  That  may  be ;  but  we  say  their  manage- 
ment is  very  much  more  expensive  than  ours  ;  their  local  rates 
are  very  much  larger  than  ours. 

Q.  When  you  speak  of  their  local  rates  being  larger  than 
yours,  you  speak  of  the  tariff  rate  ?     A.  Yes. 

Q.  You  don't  know  what  their  cut  rate  may  be?  A.  On  a 
very  large  proportion  of  their  business  I  take  it  for  granted 
tbey  get  good  rates;  why?  Because  they  have  scarcely  any 
competition ;  they  own  almost  all  the  railroads  in  the  State, 
and  they  own  the  canal,  and  if  they  don't  get  good  rates  it  is 
their  own  fault,  for  all  that  kind  of  business ;  and  they  are  not 
foolish  enough  to  get  such  rates  that  they  are  going  to  kill 
the  business. 

Q.  Do  you  know  of  any  attempt  that  has  been  made,  or  has 
been  successful,  to  monopolize  the  cotton  trade  very  much 
as  the  petroleum  trade  is  being  monopolized?  A.  I  don't 
know. 

Q.  Have  you  heard  anything  of  the  same  character  as  to 
the  wheat  trade?     A.  No,  sir. 

Q.  Do  you  know  this  fact,  that  there  are  merchants  in  New 
York  City  who  have  obtained  contracts  from  railroad  compa- 
nies and  have  farmed  out  their  cars  to  others?  A.  On  the 
Pennsylvania  road,  I  think,  there  are  a  large  number  of  cars  ; 
I  don't  know  this  as  a  matter  of  fact,  only  from  what  I  see  as 
I  go  along  where  the  road  is,  a  large  number  of  cars  owned 
by  the  patrons  of  the  road,  arising  from  the  fact,  I  suppose, 
that  when  they  want  cars  for  their  accommodation  they  cannot 
get  them,  and  they  have  made  arrangements  with  the  company 
to  put  their  own  cars  upon  the  road,  because,  as  you  ride  along 
through  Philadelphia  and  thereabout,  for  instance,  you  will 
see  such  a  firm's  name  on  a  car  and  such  a  firm,  and  so  ou  ; 
some  roads  do  business  in  that  way;  they  have  a  great  manv 
collieries  and  other  manufactories  on  their  line,  with  whom, 
probably,  they  make  those  arrangements. 

Q.  You  don't  know  of  any  such  arrangements  as  that  as  to 
your  road  ?    A.  There  is  none  ;  I  will  say  this — and  I  thought 
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I  succeeded  two  or  three  years  ago  in  breaking  it  all  up — there 
are  railroad  companies  forming  parts  of  our  line,  Red  Line, 
White  Line,  Blue  Line,  and  so  on,  who  were  not  able  to  put  in 
their  quota  of  cars,  and  who  have  farmed  those  out  to  private 
concerns  ;  there  is  nothing  of  that  kind  on  our  road. 

By  the  Chairman  : 

Q.  In  connection  with  the  statement  you  made  a  little  while 
ago  that  in  case  you  should  enter  into  a  war  of  rates  with  com- 
peting  roads,  that  would   result   in  bankrupting   them,  they 

would    go    to   Congress   for    protection A.    That  is   a 

natural  surmise  of  my  own,  that  is  all. 

Q.  Don't  you  think  it  would  be  better  to  go  to  Congress  and 
have  this  matter  in  a  general  way  regulated,  iu  advance  of  any 
such  war  of  rates?  A.  1  am  not  opposed  to  general  legislation 
by  the  General  Government  on  this  question  ;  I  rather  favor  it, 
and  have  for  years  past. 

Q.  You  think  then,  as  far  as  the  General  Government  is  con- 
concerned,  it  would  be  wise,  and  be  to  the  interest  of  the  public 
and  the  interest  of  the  railroads  ?  A.  My  ideas  differ  from  those 
of  most  people  on  that  subject;  I  say  that  the  General  Govern- 
ment, as  well  as  the  Legislatures  in  all  the  States,  have  the  interest 
of  persons  throughout  the  country  who  have  invested  their 
moneys  in  this  kind  of  property,  in  charge  and  they  are  entitled 
to  the  protection  of  the  Government  and  the  protection  of  the 
Legislatures  of  the  different  States  just  as  much  as  the  general 
public  who  have  no  monetary  interest ;  and  I  am  in  favor  of 
Congress  making  such  laws,  and  making  their  observance  so 
strict  with  forfeitures,  if  you  please,  that  there  is  no  danger  of 
their  being  violated,  but  while  they  make  maximum  rates,  I 
am  in  favor  of  their  protecting  the  investors  by  making  mini- 
mum rates  as  well,  that  is  to  say,  if  they  catch  a  man  deviating 
from  a  rate  by  making  a  lower  rate  than  is  prescribed  by  law, 
that  they  should  punish  him  with  equal  severity  as  the  man 
who  should  make  a  maximum  rate  ;  that  is  not  popular,  may 
be,  but  I  think  capital  is  entitled  to  some  protection  in  this 
country,  as  well  as  other  interests. 

Q.  There  is  no  question  but  that  corporate  property  is  just 
as  much  entitled  to  protection  as  any  other  kind  of  property  ; 
the  trouble  is,  corporate  property  arrogates  to  itself  certain 
powers  and  does  certain  things  that  the  public  generally  com- 
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plain  of?     A.  Congress,  I  suppose  would  have'that^matter  en- 
tirely in  its  power,  and  could  regulate  it. 

Q.  You  don't  suppose  that  under  the  Federal  Constitution 
that  permits  them  to  regulate  inter-State  commerce,  that  they 
could  enter  into  and  regulate  the  affairs  in  any  one  State  ?  A. 
No,  sir ;  but  I  think  if  Congress  should  act  upon  it,  the  States 
themselves,  if  they  needed  any  further  protection,  would  pro- 
tect themselves  against  any  abuse,  so  far  as  they  were  con- 
cerned. 

Q.  On  the  contrary,  reverse  the  positions  ;  suppose  that  the 
States  through  their  local  Assemblies  were  to  act  upon  that  and 
to  provide  a  local  supervision  of  it,  or  regulation,  which  could 
of  course  apply  only  within  their  own  teriitories  ;  would  that 
not  beget  a  sentiment  which  would  induce  Congress  to  act  upon 
it  in  that  way  and  induce  a  reform  ?  A.  I  think  not ;  if  there 
was  a  number  of  the  States  combined  together  to  do  that, 
where  competition  existed  and  was  affected  by  it,  that  is  very 
well,  but  I  don't  think  that  any  one  State-  I  think  that  any 
law  made  by  the  State  of  New  York 

Q.  I  am  not  speaking  of  an  absolute  law  and  fixed  arbitrary 
adjustment ;  I  don't  have  that  in  mind;  yon  thought  when  I 
questioned  you  the  other  day  about  this  that  I  had  that  in  mind, 
I  have  not ;  I  am  speaking  of  a  general  regulation,  not  a  gen- 
eral law,  perhaps,  but  a  regulation  through  a  supervision,  the 
same  as  the  State  exercises  over  the  banks  or  insurance  com- 
panies, some  such  way  as  that,  that  should  introduce  into  the 
determination  of  these  matters  a  public  element. 

Mr.  Depew — Do  you  mean  that  the  State  should  be  con- 
sulted in  the  adjustment  of  rates  ? 

The  Chairman — No,  not  in  fixing  the  rates  ;  I  mean" the  rela- 
tive adjustment  of  rates,  as  compared  with  citizens  of  this 
State  as  well  as  citizens  of  other  States. 

A.  I  believe  when  a  committee  from  the  Legislature,  or  any 
other  body  of  men,  come  to  look  upon  all  the  questions — and 
this  transportation  question,  you  know,  is  one  of  the  greatest 
questions  in  this  country — when  they  come,  to  look  upon  it  and 
understand  it  they  will  not  take  from  the  hands  of  the  railroad 
people  themselves  the  power  of  transacting  their  business  as 
between  each  other,  and  give  it  to  any  set  of  men  who  cer- 
tainly do  not  know  any  more  than  they  do. 

Q.  I  don't  think  there  is  any  disposition  to  take   the  power 
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from  them,  only  to  introduce  a  public  element  into  the  deter- 
mination of  the  question  ?  A.  A  control ;  that  is  what  I  mean ; 
a  control  and  influence  ;  because  the  Legislature  have  it  in  their 
power  all  the  time,  every  hour  in  the  day  and  every  day  in  the 
year  to  haul  us  up  if  we  do  anything  that  is  contrary  to  their 
prescribed  laws  and  rules,  under  which  we  hold  our  charter. 

Q.  There  are  no  prescribed  laws  and  rules  and  regulations  ; 
the  railroads  of  the  State  have  grown  up  under  a  fostering 
system  rather  than  a  restraining  system?  A.  Suppose  you 
had  a  store ;  that  you  were  in  the  boot  business  or  shoe  busi- 
ness, or  any  other  business,  and  you  were  a  creature  of  the 
Legislature,  and  you  had  been  educated  and  brought  up  to 
that  business,  and  it  was  conceded  that  you  was  master  of  it 
and  knew  your  business,  and  the  Legislature  should  appoint 
some  man  to  walk  into  your  store  and  direct  how  you  should 
do  it;  you  would  probably  sell  out,  wouldn't  you? 

By  Mr.  Stekne  : 

Q.  Is  that  a  parallel  case  ?     A.  I  think  so. 

Q.  Do  you  think  that  the  position  of  a  great  public  highway 
is  the  same  as  the  having  of  a  shoe  store  ?  A.  No,  sir  ;  I  think 
when  the  Legislature  grants  a  charter  to  any  set  of  men  to  do 
business  and  they  invest  their  means  in  it  the  Legislature  has 
those  people  in  their  power  all  the  time ;  if  they  violate  any 
stipulations  or  contracts  which  they  have  made  with  the  State 
they  are  subject  to  be  hauled  up  ;  I  believe  in  that  to  the  fullest 
extent,  and  will  offer  every  facility  for  the  fullest  examination 
of  our  matters. 

Q.  Do  you  think  that  the  Legislature  is  a  tribunal  compe- 
tent to  understand  the  extremely  delicate  and  complicated 
questions  of  railroad  management  ?  A.  Quite  as  much  so  as 
any  civilians  without  any  experience  in  railroad  matters,  and 
those  are  the  gentlemen  that  are  generally  appointed  for  that 
purpose. 

Q.  Would  not  those  civilians  learn  by  constant  experience  ? 
A.  A  man  clothed  with  that  power  thinks  he  knows  right 
away ;  he  knows  it  all  before  he  gets  the  facts. 

Q.  He  will  be  set  right,  like  a  great  many  others  have  been 

probably  ?     A.  In   the  meantime  you  will   be  ruined  ;  every 

man  has  his  own  opinion  about  those  things;  1  have  always 

been   brought  up   to    conduct    my    own  business — anything 
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that  I  had  in  my  charge — and  I  think  all  the  gentlemen 
on  the  Committee  aud  every  other  gentleman  in  the  commun- 
ity has,  and  when  I  can't,  then  I  will  get  out ;  I  will  leave. 

Q.  The  increase  of  the  funded  debt  of  the  New  York  Cen- 
tral &  Hudson  River  Railroad  Company,  from  1869,  at  the 
time  of  the  consolidation  of  13  millions  to  aborrt  40  millions, 
is  represented,  is  it  not,  by  improvements  that  have  since 
been  made?  A.  I  really  don't  know,  sir;  the  gentle  nen  that 
keep  those  accounts  can  tell  you  ;  I  don't  know  ;  I  have  not 
looked  at  that. 

Q.  Don't  you  know  that  the  earnings,  over  and  above  such 
as  were  necessary  for  the  maintenance  and  operating  expenses, 
were  used  in  the  way  of  dividends'?     A.  Know  what? 

Q.  That  the  earnings,  over  and  above  such  as  were  used  for 
operating  expenses  and  maintenance  of  the  road,  were  used  to 
pay  dividends?  A.  I  know  that  we  have  earned  our  dividends 
as  we  paid  them. 

Q.  And  that  the  increase  of  the  funded  debt  was  used  for 
improvements  that  have  since  been  made  ?  A.  That  may  be 
or  it  may  not ;  I  really  don't  know  ;  I  have  no  knowledge  of 
anything  about  that ;  I  never  gave  it  any  attention,  because  I 
consider  it  in  perfectly  competent  hands  ;  those  gentlemen 
have  had  that  business  in  hand  for  '^0  years  ;  before  I  got 
into  the  railroad  business,  and  know  all  about  it. 

Q.  You  did  not  pay  dividends  out  of  the  increase  of  the 
funded  debt,  of  course  ?     A.  No. 

Q.  Therefore,  the  increase  of  funded  debt  must  represent 
either  cash  on  hand  or  expenses  incurred  ? 

Mr.  Depew — Do  you  mean  whether  the  money  derived  from 
the  funded  debt  was  all  put  into  the  road  ;  is  that  what  you 
mean  ? 

Mr   Sterne — Yes. 

The  Witness — I  have  no  doubt  at  all  about  that. 

Mr.  Depew — Except  what  was  used? 

The  "Witness — As  I  stated  yesterday — what  was  charged  off 
each  year  for  that  increase- 
Mr.  Sterne — That  the  four  tracks  and  all  the  betterments 
that  have  been  made,  which  properly  should  go  to  Construc- 
tion Account,  came  out  of  the  increase  of  the  funded  debt  since 
18b7. 

The  Witness— Not  all ;  I  don't  say  that,  because   I  think 
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there  was  money  expended  for  the  four  tracks  outside  of  what 
we  sold  bonds  for. 

Q.  Some  of  it  came  out  of  the  earnings'?     A.  I  think  so. 

Q.  Have  you  any  idea  how  much  ?  A.  No  ;  I  am  not  going 
to  swear  that  that  really  was  so  ;  that  is  my  impression  ;  the 
road  was  in  a  prosperous  condition  at  that  time. 

Q.  You  stated  that  there  were  six  millions  that  went  into 
terminal  facilities  within  the  last  four  years  ?  A.  Six  ;  I  don't 
think  I  stated  any  sum. 

Q.  Was  there  something  like  six  millions?  A.  I  really 
don't  know  what  the  amount  was. 

Q.  Whatever  there  was,  did  that  come  out  of  the  funded 
debt  or  the  earnings  ?     A.  That  wentinto  construction. 

Q.  Was  the  money  which  was  used  for  the  purpose  of  creat- 
ing those  terminal  facilities  derived  from  the  sale  of  bonds,  or 
from  the  earnings  of  the  road  ?  A.  I  think  both,  I  camiot 
swear  to  it ;  I  think  both. 

Q.  Then  to  that  extent  there  would  be  a  surplus — to  the 
extent  that  there  was  new  construction?  A.  What  do  jou 
mean  by  surplus  ?  I  think  it  shows  in  the  report ;  I  think  it 
shows  to  what  those  things  are  charged. 

Mr.  Steene — If  you  charge  new  structures,  new  trackage 
and  new  buildings  to  operating  expenses,  you  don't  keep  cor- 
rect books. 

The  Witness — I  think  you  will  find  those  are  charged  be- 
cause there  are  a  good  many  mortgages  there  ;  I  think  they 
are  all  in  that  account  ;  that  property  was  mortgaged  largely  ; 
it  was  not  paid  for  when  it  was  bought. 

Q.  But  the  mortgage  was  a  very  small  percentage  of  the 
value  of  the  property,  wasn't  it  ?  A.  I  don't  know  the  amount 
of  that ;  we  can  furnish  it. 

Q.  For  instance,  take  the  elevator  ;  the  elevator  cost  a  mil- 
lion and  a  half  of  dollars,  if  you  please  ;  the  money  that  put 
that  up— was  that  derived  from  the  sale  of  bonds  or  funds  on 
hand  from  previous  sales  of  bonds,  or  from  earnings  ?  A.  I 
think  it  was  derived  from  surplus  and  earnings  ;  I  don't  think 
there  has  been  any  sale  of  bonds  within  a  year  or  two  applied 
to  the  elevator. 

Q.  Then  there  would  come  a  time  again,  would  there,  when 
there  would  be  a  large  surplus  to  be  divided  between  the 
stockholders  ?     A.  No  ;  if  the  stockholders  don't  get  it  till  then 
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they  will  be  lucky  ;  there  might  be  a  time  when  they  would  not 
get  so  much. 

Q.  If  you  divide  8  per  cent,  dividend,  and  have  in  addition 
a  large  amount  of  earnings,  that  has  gone  into  new  structures 
and  new  buildings,  and  new  values,  haven't  you  substantially 
a  surplus  which  you  do  not  report  to  the  State  Engineer  ?  A. 
I  don't  know  ;  that  is  all  bookkeeping  ;  I  can't  tell. 

Q.  I  am  not  after  your  bookkeeping ;  I  am  after  your  know- 
ledge on  the  subject  ?  A  I  really  don't  know  ;  I  know  that  as 
we  require  money,  it  is  there  ;  wo  earn  it,  and  we  get  it. 

Q.  And  you  don't  know  where  it  is  derived  from  ?  A.  I 
can't  tell ;  if  $100,000  comes  to  our  treasurer,  he  gets  it  from 
his  daily  receipts ;  I  can't  tell  from  what  particular  receipts. 

Q.  Wouldn't  you  know  whether  it  derived  from  the  sale  of 
bonds  ?  A.  I  have  said  we  have  not  sold  any  bonds  for  two 
or  three  years  ;  I  think  not ;  the  report  will  show  that. 

Q.  From  1874  to  1878  your  bonded  indebtedness  has  been 
substantially  the  same,  with  the  exception  of  about  a  million 
and  a  half  difference  ?     A.  A  million  and  a  half  more,  isn't  it  ? 

Q.  A  million  and  a  half  more  ?  A.  I  think  that  went  into 
it. 

Mr.  Depew— What  you  mean  is  whether  we  intend  to  capit- 
alize moneys ;  our  earnings,  which  might  have  been  divided 
amoag  the  stockholders,  but  which  are  really  put  into  con- 
struction and  betterments. 

Mr.  Sterne — Yes  ;  whether  you  are  doing  that. 

The  Witness — I  really  don't  know ;  if  we  had  two  million 
dollars  on  hand,  and  you  asked  me  what  we  were  going  to  do 
with  it,  I  couldn't  tell  yon  ;  we  would  put  it  into  the  better- 
ments of  the  road,  to  meet  competition  with  other  roads  ;  we 
are  doing  those  things  constantly;  sometimes  we  spend  money 
when  we  haven't  got  it,  and  three  months  hence  we  may  have 
it  and  pay  it — all  railroads — just  like  a  man  in  the  dry  goods 
business  or  anything  else. 

Q.  Have  you  any  idea  how  much  of  the  earnings  of  the  road 
have  gone  into  betterments  of  that  sort  ?     A.  I  have  not. 

Q.  And  charged  to  expenses  instead  of  construction  ?  A. 
No,  sir  ;  I  have  not. 

The  Chairman — Will  you  please  furnish  to  the  Committee 
the  total  amount  of  receipts  from  freight,  both  through  and  , 
local,  on  your  road  for  one  year — for  a  year  last  past — and  the 
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total  amount  of  rebates  paid  from  all  sources  up  to  the  30th 
of  September  last  year ;  from  1S77  to  1878 — the  receipts  in 
money  ? 

Mr.  Depew — And  the  amount  paid  back  in  rebates. 

Mr.  Stebne — We  won't  call  it  rebates ;  the  amount  re- 
tained. 

By  Mr.  Sterne  : 

Q.  Is  the  passenger  traffic  subject  to  the  payment  of  any- 
thing in  the  way  of  commissions — large  commissions  ?  A.  Yes. 

Q.  Does  that  vary  largely  ?  A.  I  have  not  much  experience 
in  that  line  of  business  ;  our  competitors  can  tell  you  more 
about  that  than  I  can. 

Q.  Thej'  do  more  of  that  than  you  do  ?  A.  More  of  that 
than  we  do  ;  what  do  you  speak  of — the  local  or  through  ? 

Q.  Through  ?     A.  It  only  applies  to  through. 

Q.  I  assume  that  there  isn't  any  commission  paid  on  local 
traffic?     A.  No. 

Q.  Can  you  tell  what  proportion  you  think  the  commis- 
sions on  passenger  traffic  are  of  the  whole  rate  from  time  to 
time — what  proportion  the  commissions  bear  to  the  whole 
rate  ?  A.  They  have  a  regular  schedule  ;  I  think,  on  Chicago, 
they  pa}r  a  dollar,  and  on  some  points  they  pay  fifty  cents,  and 
so  on — these  ticket  men  ;  that  is  a  commission  in  lieu  of  office 
rent,  clerk  hire  and  that  kind  of  expenses  ;  it  entirely  depends 
upon  the  condition  and  circumstances  of  the  road,  the  same  as 
freight,  or  a  great  deal  more  than  freight,  because  the  per- 
sonal convenience  of  the  traveler  is  dependent  upon  it ;  if  the 
road  has  the  disadvantage  of  being  longer  by  150  miles  than 
any  other  road,  it  will  probably  pay  more  commission  than  the 
one  that  has  a  short  line ;  there  are  a  number  of  those  things 
that  enter  into  it  that  I  am  not  thoroughly  familiar  with. 

Q.  Mr.  Worcester  testified  before  a  sub-committee  of  the 
Constitutional  Convention,  in  1868,  that  a  certain  sum  paid  for 
legislative  expenses  for  the  year  previous  of  $205,000,  of  the 
New  York  Central  Railway,  was  charged  to  treasurer's  contin- 
gencies ;  have  you  any  such  account  ?  A.  We  hadn't  anything 
to  do  with  the  New  York  Central  at  that  time. 

Q.  Have  you  any  such  account  in  your  railroad  at  the  pres- 
ent time  as  Treasurer's  Contingencies  ?  A.  Not  that  I  know 
of ;  I  don't  believe  we  have. 
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Mr.  Sterne — Mr.  Depew,  do  you  know? 
Mr.  Depew — I  never  heard  of  such  an  account. 
Q.  Can  you  ascertain  whether  there  is  such  an  account  ? 
A.  Yes,  sir. 

Elislia  0.  Patterson,  being  duly  sworn,  testified  as  follows : 

By  Mr.  Sterne  : 

•   Q.   What  is  your  business  ?     A.  I  have  none,  sir. 

Q.  What  was  it  for  the  past  ten  years  ?  A.  I  have  been 
engaged  in  the  production  of  oil — petroleum. 

Q.  Where  ?  A.  Throughout  the  oil  regions  of  Pennsylvania. 

Q.  Will  you  give  to  this  Committee  an  explanation  of  the 
extent  of  the  oil  regions,  and  the  belt  of  territory  it  covers? 
A.  Geographically? 

Q.  Yes.  A.  It  might  be  generally  described  as  extending 
from,  and  including  Cattaraugus  County,  New  York,  south- 
westerly through  eight  or  nine  Counties  of  Pennsylvania, 
making  a  belt  of  perhaps  150  miles  in  length,  by  l'i-  or  15 
wide ;  then,  with  an  intermission  extending  into  Western 
Virginia,  Kentucky  and  Tennessee — a  small  development 
though. 

Q.  "Where  does  the  bulk  of  the  oil  come  from  ?  A.  At  the 
present  time  from  the  Bradford  district  in  McKean  County — 
from  the  New  York  State  line  ;  two  Counties — Cattaraugus 
County,  New  York,  and  McKean  County,  Pennsylvania. 

Q.  Where  did  it  come  from  principally  ?  A.  Commencing 
with  the  Vanango  district  it  extends  down  as  far  as  Butler 
and  Clarion  Counties,  in  a  southerly  direction ;  the  develop- 
ments are  constantly  occurring  ;  and  as  old  territory  becomes 
reduced,  new  is  discovered  at  some  different  point,  which  be- 
comes a  more  prolific  field. 

Q.  Has  the  production  constantly  increased  ?  A.  No,  sir  ; 
it  has  varied  very  materially  during  the  whole  of  its  existence  ; 
at  the  present  time  very  much  larger  than  it  ever  was  before, 
unquestionably. 

Q.  Has  there  been  a  substantial  iucrease  for  the  past  ten 
years  in  the  production  ?  A.  Oh,  yes ;  the  consumption  of 
the  world  has  increased,  of  course,  correspondingly. 

Q.  You  have  heard  the  testimony  of  Mr.  Jewett  here  in  re- 
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lation  to  the  difficulties  of  the  oil  business,  have  yon  ?  A.  A 
great  portion  of  it. 

Q.  You  have  heard  him  testify  substantially  to  this,  that 
one  of  the  reasons  why  it  is  not  safe  for  a  railway  company  to 
build  extensive  accommodations  or  to  construct  cms  for  the 
oil  business,  is  because  of  the  shifting,  character  of  that  busi- 
ness ;  that  you  have  to  follow  it ;  what  truth  is  there  in  that? 
A.  If  that  was  Mr.  Jewett's  idea  I  should  hardly  look  on  it  in 
the  same  light ;  the  idea  that  he  endeavored  to  convey,  proba- 
bly, was  that  the  actual  geographical  development  varied ; 
but  that  does  not  affect  railroads  at  all. 

Q.  The  pipe  lines  run  after  those,  don't  they?  A.  The 
pipe  lines  that  permeate  the  oil  country,  collect  the  oil  from 
the  development  wherever  it  may  be,  and  convey  it  to  the 
railways;  in  Mr.  Jewett's  case,  the  recent  development— the 
McKean  County  development —  is  directly  or  almost  directly 
upon  the  lire  of  his  road. 

Q.  And  therefore  the  experience  of  the  Erie  Road  has  been 
au  increase  of  business  by  reason  of  that,  hasn't  it,  of  course  ? 
A.  I  cannot  answer  as  to  that ;  but  it  is  in  closer  proximity  to 
a  prolific  field  than  it  previously  had  been. 

Q.  So  that  whatever  shifting  character  there  may  be  as  to 
the  oil  regions  within  the  belt  that  yon  have  described,  is  ac- 
commodated by  the  pipes?     A.  Always,  sir. 

Q.  And  the  railways  do  not  run  to  those  corners  ?  A.  No, 
sir. 

Q.  Are  you  thoroughly  familiar  with  the  oil  business  ?  A. 
That  is  a  pretty  broad  question ;  there  are  a  great  many- 
branches  of  it. 

Q.  I  mean  that  part  of  it  which  relates  to  the  production 
and  distribution  of  oil  in  and  about  the  oil  regions?  A.  I 
think  so. 

Q.  And  you  have  followed  it  since  what  period  of  time  ?  A. 
Since  1865  or  1866. 

Q.  Now,  will  you  state  to  the  Committee  in  your  own  way 
the  history  of  oil  production  in  its  relation  to  transportation 
from  that  time  on?  A.  The  growth  of  the  facilities  has  been 
gradual ;  from  the  old  system  of  teaming  by  barrels  up  from 
t  je  oil  regions  to  a  railroad  somewhere  ;  thence  from  the 
teaming  of  barrels  to  the  railroads,  as  they  were  built  into  that 
region ;  thence  by  the  transportation  by  pipe  lines  from  the 
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wells  to  the  railroads  ;  there  has  always  been  a  difficulty  con- 
nected with  transportation  ;  at  an  early  day  the  old  Erie 
Railroad  men  were  the  disturbing  element. 

Q.  What  do  you  mean  by  those?  A.  It  was  represented  in 
the  oil  regions  by  Harley  and  Dan  Cady  D.  H.  Cady — and 
others. 

1 Q.  Bostwick  ?  A.  Mr.  Bostwick's  headquarters  were  in 
New  York,  I  believe  ;  that  culminated  in  the  winter  of  1870  and 
1871 ;  the  business  very  materially  changed  during  the  suc- 
ceeding years. 

Q.  State,  before  you  go  further  in  that,  how  that  business  is 
operated ;  you  say  there  was  a  difficulty  ?  A.  By  simply 
manipulating  the  market,  by  very  abrupt  elevations  and  de- 
pressions of  railroad  tariffs  ;  the  effect  was  entirely  upon  the 
producer,  and  not  upon  the  consumer  ;  as  the  railroad  freight 
was  elevated  the  price  of  the  product  would  be  corresponding- 
ly depressed ;  in  turn,  when  the  railroad  freight  was  depressed 
the  price  of  the  product  would  correspondingly  rise  ;  whoever 
was  aware  of  what  was  to  be  done  realized  the  difference,  that 
was  all. 

Q.  How  much  would  the  tariff  go  up  abruptly  in  that  way  ? 
A.  Fifty  cents  to  $1  per  barrel ;  that  was  a  good  while  ago  ; 
that  was  what  would  be  called  in  these  days  a  very  moderate 
operation. 

Mr.  Shipman — Won't  you  let  Mr.  Patterson  fix  about  this 
date? 

The  Witness — It  was  from  1867,  '68  and  '69 ;  all  prior  to 
the  winter  of  1870  and  1871.    . 

Mr.  Shipman— Prior  to  1872  ? 

The  Witness— Oh,  yes;  prior  to  1872. 

Q.  Now  proceed  and  tell  us  what  happened  then.  A.  As  I 
have  stated,  there  was  a  change  in  the  business,  a  very  mate- 
rial one,  during  the  year  1871,  the  pipe  line  system  becoming 
much  more  elaborate,  the  system  of  pipe  line  receipts  having  been 
established,  oil  exchanges  having  been  established,  so  that  there 
was  no  material  difficulty  until  the  winter  of  1871  and  1872  ; 
then  there  was  a  very  sudden  disturbance  in  the  market  and 
in  the  trade,  followed  by  a  complete  paralysis  of  it ;  it  grew 
out  of  rumors  that  a  combination  had  been  effected,  by  which 
the  whole  trade  was  to  be  monopolized  ;  that  resulted  in  a 
good  deal  of  public  indignation  and  public  meetings,  and  a 
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delegation  was  appointed  to  confer  with  the  railroad  presi- 
dents and  to  protest  against  any  such  action  on  the  part  of  the 
railways ;  that  was  in  the  month  of  March,  of  1872  ;  that  dele- 
gation met 

Q.  Were  you  a  member  of  that  ?  A.  I  was,  sir ;  they  met 
the  railway  presidents  in  detail,  and  a  final  conference  of  the 
railway  gentlemen  at  the  Erie  offices  at  the  close  of  the  month 
of  March,  1872. 

Q.  Who  were  there  ?  A.  Mr.  Clarke,  of  the  Lake  Shore ; 
Mr.  William  H.  Vanderbilt,  of  the  New  York  Central;  General 
McClellan,  of  the  Atlantic ;  Mr.  Scott,  of  the  Pennsylvania ; 
and  Mr.  Eamsdell,  General  Diven,  General  Lansing,  and  one 
or  two  others,  of  the  Erie. 

Q.  Was  the  South  Improvement  Company  at  that  time  the 
subject  of  discussion  ?  A.  That  was  the  first  time  that  we 
ever  could  ascertain  what  the  trouble  was,  and  who  the  party 
was,  and  what  the  contract  was,  and  it  was  then  and  there  ex- 
hibited to  us. 

Q.  Look  at  this  contract  with  the  Erie  Railway  Company, 
and  tell  us  whether  you  recognize  that  as  the  copy  (handing 
witness  copy  of  the  contract  of  January  18th,  1872.)  A.  Those 
documents  are  copies  of  those  papers. 

By  Mr.  Blanchabd  : 

Q.  You  have  read  that  paper  ?  A.  Oh,  yes  ;  it  was  com- 
pared ;  they  are  distinctly  copies  of  the  copies  which  Mr.  P. 
H.  Watson  produced  before  a  committee  of  Congress, 

By  Mx.  Steene  : 

Q.  They  are  substantially  alike,  are  they  not  ?  A.  They 
are  ;  I  have  heard  them  identified  upon  the  stand  by  gentle- 
men who  conducted  the  investigation  on  behalf  of  Congress, 
and  before  which  committee  Mr.  P.  H.  Watson  produced 
these  papers. 

Q.  State  what  the  subject  of  conversation  was  in  relation  to 
these  contracts  ?  A.  We  were  offered  first  the  duplicate  of 
that  contract ;  we  declined  to  be  a  party  ;  we  did  not  see  how 
the  public  could  be  a  party  to  any  such  agreement  as  that,  or 
could  recognize  any  such  organization  or  any  such  principle  in 
railway  politics ;  the  result  of  it  was  the  agreement  of  March 
72 
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25th,  I  think,  -which  was  the  date  of  the  conference  ;  you  will 
find  it  in  the  same  book. 

Mr.  Sterne — I  offer  these  several  contracts,  subject  to  cor- 
rection by  the  New  York  Central  or  the  Erie  Kailway  Company, 
if  they  are  found  to  be  erroneous. 

Mr.  Shipman—  We  have  no  objection  at  all  to  them,  only  we 
may  want  to  compare  them  with  the  originals.  Those,  I  sup- 
pose, are  all  with  the  South  Improvement  Company  ? 

Mr.  Sterne— Yes. 

Mr.  Shipman — They  are  the  contracts  with  the  Erie 

Mr.  Steene — The  contract  with  the  Erie  and  with  the  New 
York  Central ;  the  Central  contract  is  also  with  the  Lake 
Shore  as  a  party  to  it ;  and  there  is  a  contract  in  that  book 
with  the  Atlantic  &  Great  Western,  which  is  not  signed,  and, 
therefore,  I  do  not  offer  that. 

The  Chairman — Do  you  mean  this  contract  with  the  Penn- 
sylvania Central  ? 

Mr.  Steene — Yes  ;  it  was  substantially  the  same.  (To  the 
witness.)     You  saw  that  at  the  same  time  ? 

The  Witness— I  think  you  will  find  that  they  are  all  the 
same  with  the  exception  of  the  formal  headings  and  execu- 
tion. 

(The  contracts  above  specified  are  received  in  evidence,  and 
marked  "  Exhibit  1,  Aug.  29th,  1879.") 

Mr.  Shipman — Will  you  ask  him  if  he  has  given  the  names 
of  all  the  parties  who  were  present  at  that  conference? 

Mr.  Steene — No ;  he  did  not  give  the  names  of  the  com- 
mittee. 

The  Witness — You  will  find  their  names  signed  there  ;  I 
will  repeat  them  to  you  if  you  will  loan  me  the  book  ;  I  can 
hardly  do  it  from  memory. 

Mr.  Blanchaed — Mr.  Sterne,  let  me  ask  you  if  you  have 
offered  not  only  the  South  Improvement  Company  contract 
but  the  Standard  contract  with  the  producers  ? 

Mr.  Steene — No  ;  I  shall  presently. 

The  Witness — There  were  present,  in  addition  to  the  railway 
gentlemen  (referring  to  the  pamphlet),  Dr.  Shamburg,  Mr.E.  Y. 
Patterson,  Mr.  William  Hasspn,  now  of  Oil  City ;  Mr.  Henry 
Byrom,  now  of  Titusville  ;  Mr.  William  Parker,  now  of  Oil 
City ;  Mr.  John  J.  Fisher,  now  of  Oil  City  ;  Mr.  J.  J.  Vande- 
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grift,  now  of  Oil  City ;  Mr.  A.  P.  Bennett,  of  Titusville :  Mr. 
"William  M.  Irish,  of  Titusville  ;  Mr.  William  F.  Scheide,  of 
Tidioute ;  Mr.  Henry  N.  Kogers,  Mr.  F.  C.  Fleming,  Mr.  Josiah 
Lombard,  Jr.,  of  New  York,  and  Mr.  B.  Vaughau,  of  Boston. 

Q.  Was  there  any  agreement  arrived  at?  A.  There  was  an 
agreement  arrived  at. 

Q.  Is  this  the  agreement  on  page  27  ?  A.  That  is  the  agree- 
ment, the  final  adjustment  of  the  matter  by  the  railway  com- 
panies, and  within  a  few  days  afterwards  they  formally  can- 
celled and  abrogated  their  existing  contracts  with  the  South 
Improvement  Company. 

(The  agreement  found  on  page  27  of  the  pamphlet  received  in 
evidence  and  marked  "Exhibit  No.  2,  August  29th,  1879.") 

Q.  That  agreement  placed  the  producers  on  a  substantially 
equal  basis,  did  it?  A.  The  producers  rarely  deal  with  the 
transportation  companies —with  the  railway;  that  portion  of 
the  business  is  conducted  almost  entirely  by  brokers,  ex- 
porters, rsfiners  and  shippers  ;  but  the  producer  is  really  the 
man  who  is  interested,  because  if  there  is  any  variation  in 
the  freight  that  affects  the  price  of  his  commodity  he  is  the 
man  who  is  the  sufferer. 

Q.  You  did  not  answer  my  question.  A.  I  will,  sir ;  your 
question  was,  did  that  place  every  one  upon  an  equality  ? 

Q.  Yes.  A.  Unquestionably  ;  we  exhausted  all  our  ability  in 
framing  that  first  section. 

Q.  And  this  first  section  is  "  that  all  arrangements  for  the 
transportation  of  oil  after  this  date  shall  be  upon  a  basis  of 
perfect  equality,"  &c.  ?     A.  Yes,  sir. 

Q.  Precisely  in  the  words  that  I  put  to  Mr.  Vanderbilt  as 
you  heard  this  morning  ?     A.  Yes,  sir. 

Q.  How  long  did  that  last?  A.  We  never  had  a  formal  inti- 
mation that  it  had  been  abandoned — of  course  it  was  known 
during  that  and  the  succeeding  year  that  somebody  was  ob- 
taining advantages — until  what  is  known  as  the  Butter  circular 
appeared  in  1874. 

Q.  The  Butter  circular  of  1874  Jis  on  page  21  of  this  blue 
book,  is  it  ?     A.  Yes,  sir. 

Q.  Do  you  recognize  that  as  the  Butter  circular  ?  A.  Yes, 
sir ;  as  it  is  known ;  with  the  exception  of  the  name  of  the 
party  to  whom  it  was  addressed  ;  it  is  omitted  there. 
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(The  Butter  circular,  found  on  page  21  of.  the  pamphlet, 
dated  Sept.  9th,  1874,  signed  J.  H.  Rutter,  General  Freight 
Agent,  received  in  evidence  and  marked  "Exhibit  No.  3,  August 
29th,  1879.") 

Q.  J.  H.  Rutter  is  the  General  Freight  Agent  of  the  New 
York  Central  Road?  A.  Tes,  sir  ;  that -was  a  secret  circular, 
you  understand. 

Q.  (Reading.)  "  The  New  York  Central  and  Hudson  River 
"  Railway  Company.  General  Freight  Agent's  Office,  Grand 
"  Central  Depot,  New  York,  Sept.  9th,  1874.  Dear  Sir,— Com- 
"mencing  October  1st,  1874,  the  following  rates  on  refined  and 
"  crude  oil  shall  govern  all  lines."  Do  you  remember  that 
those  words  were  in  there  ?     A.  Yes,  sir. 

Q.  Then  it  gives  the  rate  to  "  Boston,  $2.10  per  barrel ;  Phi- 
adelphia,  $1.85  ;  Baltimore,  $1.85  ;  New  York,  $2.00.  Net  rate 
on  Albany  15  per  cent,  less ;  from  which  shall  be  refunded  the 
amount  paid  for  the  transportation  of  crude  oil  by  rail  from 
the  mouth  of  the  pipes  to  the  said  refineries,  upon  the  basis  of 
fourteen  barrels  of  crude  oil  to  the  refineries  for  every  ten  bar- 
rels of  refined  oil  forwarded  by  rail  from  them  (the  refineries) 
to  the  eastern  points  named."  Do  you  remember  that  in  it  ? 
A.  Yes,  sir. 

Q.  Will  you  explain  to  this  Committee  what  that  referred 
to,  from  your  knowledge  of  the  petroleum  trade  ?  A.  That 
was  what  was  known  as  the  "  crude  equivalent "  scheme  ;  the 
theory  of  it  is,  as  you  will  see  at  the  close,  that  the  railways 
proposed  to  abolish  all  geographical  advantages,  and  that  to 
do  that  they  would  transport  to  the  refiners  the  crude  material, 
as  much  crude  material  for  instance,  as  would  make  ten  barrels 
of  refined  oil,  for  nothing,  and  the  refinery  then  shipping  over 
the  railway  the  product — being  ten  barrels  of  refined — at  a 
given  price,  which  should  be  equal  from  all  the  refiners  of  the 
country. 

Q.  You  mean  equivalent  to  shipping  so  much  more  of  crude? 
A.  As  much  crude  as  was  necessary  to  make  ten  barrels  of  re- 
fined, which  at  that  time  was  determined  to  be  fourteen,  and 
has  since  been  altered  to  13.1  by  the  railways. 

Q.  Then  they  carry  the  3^  for  nothing  ?  A.  They  carry 
the  whole  for  nothing. 

Q.  What  refineries   then  in  existence  did  this  part  of  the 
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circular  inure  to  the  benefit  of  ?  A.  At  Pittsburgh  and  Cleve- 
land— those  who  were  out  of  the  oil  region  and  more  distant 
from  New  York  or  from  the  seaboard  than  were  those  refiners 
in  the  central  part  of  New  York  and  Pennsylvania  ;  Pittsburgh 
and  Cleveland  are  exceedingly  advantageously  situated  for 
doing  a  domestic  and  western  home  trade,  but  this  enabled 
them,  at  the  expense  of  the  railroads  to  do  a  seaboard  business 
upon  precisely  the  same  terms  as  refineries  which  were  150 
miles  nearer  to  the  seaboard  ;  it  was  of  no  material  benefit  to 
anybody  else  excepting  those  refiners  who  were  at  those  two 
points — Pittsburgh  and  Cleveland. 

Q.  There  is  the  following  sentence  in  this  Putter  circular  : 
"  No  rebate  from  these  rates  will  be  paid  on  oil  reaching 
"  refineries  direct  by  pipes ;  "  what  was  the  effect  of  that  ? 
A.  I  don't  know  why  it  should  have  been  put  in  there ;  it  does 
not  mean  anything  at  all ;  it  means  to  say  :  "  We  don't  pay 
any  rebates  on  any  oil  that  we  don't  carry ; "  that  is  all  it 
says. 

Q.  Then  comes  the  rate  at  which  they  will  carry  crude  oil ; 
the  rates  being  to  Boston  $1.75  per  barrel,  to  New  York  $1.50 
per  barrel,  net  rate  on  Albany  15  per  cent  less  ;  to  Philadel- 
phia $1.50  per  barrel,  to  Baltimore  $1.50 ;  and  after  that  this 
sentence  :  "  From  which  shall  be  refunded  22  cents  per  barrel, 
"  only  on  oil  coming  from  pipes  which  maintain  the  agreed 
"  rates  of  pipeage ; "  what  is  the  meaning  of  that  ?  A.  I  don't 
know ;  I  know  it  is  there,  that  is  all,  and  I  know  that  the  re- 
sult was  that  the  pipe  lines  went  to  pieces  very  fast. 

Q.  All  the  pipe  lines?  A.  No;  outside  of  those  that  had 
intimate  relations,  or  were  controlled  by  some  of  the  railway 
lines. 

Q.  How  could  any  refiner  know  which  were  or  which  were 
not  the  pipes  that  maintained  the  agreed  rate  of  pipeage  ?  A. 
I  would  have  gone  to  the  railroad  office  if  I  had  occasion  to 
raise  it  and  ascertain  there. 

Q.  Was  that  the  real  fact ;  was  that  the  way  the  business 
was  done  ?     A.  There  is  no  doubt  about  that. 

Q.  The  railway  would  state  which  maintained  the  agreed 
rate  of  pipeage,  and  that  the  rebate  of  22  cents  was  al- 
lowed only  on  certain  oil  that  went  through  certain  pipe 
lines?  A.  I  should  not  want  to  give  testimony  upon  that 
point. 
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Q.  Why  not?  A.  Simply  because  it  is  a  matter  that  is 
known  only  to  the  railway  gentlemen  and  the  pipe  line  men. 

Q.  What  was  the  practical  effect  in  so  far  as  the  pipe  lines 
were  concerned ;  which  did  it  maintain,  and  which  did  it  crush 
out?  A.  The  effect  of  it  was  that  whoever  was  dealing 
through  a  pipe  line  which  was  receiving  that  22  cents  draw- 
back from  a  railioad  company,  absorbed  or  crushed  out  the 
business  of  any  opposition  pipe  line,  by  putting  its  buyers  into 
the  field  and  bidding  the  whole  or  a  portion  of  that  drawback, 
more  for  the  product  than  those  who  were  buying  through 
another  pipe  line  could,  not  receiving  such  a  drawback. 

Q.  Explain  to  this  Committee  the  nature  of  this  business, 
and  how  the  pipe  lines  are  the  receivers  of  this  product,  and 
tank  it,  and  act  for  the  oil  very  much  as  the  elevators  do  for 
wheat  or  grain  ?  A.  It  is  almost  identical ;  a  producer  of 
petroleum  stands  almost  in  the  same  position  that  a  farmer 
does ;  when  his  well  is  struck,  his  tank  rilled,  the  pipe  lines 
extend  their  branch  line  to  his  tank  ;  the  tanks  are  gauged  ; 
when  they  are  full  the  pipe  line  pumps  his  oil  from  the  well 
to  their  tank  on  the  line  of  the  road,  and  either  puts  it  to  his 
credit  or  gives  him  a  warehouse  receipt,  or  the  equivalent  of  a 
warehouse  receipt. 

Q.  That  20  cents  rebate  was  a  secret,  was  it  ?   A.  I  think  so. 

Q.  There  was  no  circular  attached  to  this  which  would  give 
the  producer  information  as  to  which  pipe  line  it  was  that  had 
the  20  cents  rebate  ?     A.  There  is  nothing,  sir. 

Q.  What  is  meant  by  maintaining  the  agreed  rate  of  pipe- 
age  ;  would  maintaining  the  agreed  rate  of  pipeage  inure  to 
the  benefit  of  the  railroad  ?  A.  Not  unless  the  railroad  was 
running  the  pipe  line,  it  would  not. 

Q.  Tell  the  Committee  what  the  practical  effect  of  this  por- 
tion of  the  circular  was  upon  the  pipe  lines.  A.  I  don't  know 
that  I  could  add  anything  more  than  I  have  already  stated ; 
you  can  readily  see  that  a  purchaser,  a  buyer,  aware  of  what 
line  was  receiving  a  drawback,  could  control  the  purchase  of  all 
of  the  product  in  the  neighborhood  of  that  pipe  line,  as  against 
any  possible  competition  ;  the  usual  rate  of  pipeage  is  20  cents; 
that  is  what  the  producer  pays  per  barrel  to  have  his  oil  trans- 
ported from  the  well  to  the  railroad ;  now,  a  drawback  of  22 
cents  allowed  by  the  railroad  is  a  greater  sum  than  the  pipe 
line  would  have  received. 
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Q.  To  whose  benefit,  in  fact,  did  that  circular  and  the  rate 
thus  given  inure  ;  I  don't  mean  now  as  to  individuals — to  which 
pipe  line  ?  A.  Entirely  to  the  United  Pipe  Line  ;  the  result 
of  it  was,  that  the  United  Pipe  Line  absorbed  80  per  cent,  of 
the  twenty  lines  that  were  then  in  existence  in  the  country — 
ten  or  twelve  of  them. 

Q.  Those  died  off?  A.  Of  course,  they  went  to  pieces — 
during  the  next  year  or  two. 

Q.  What  proportion  of  the  business  at  that  time  was  done 
through  the  United  Pipe  Line  ?  A.  At  what  stage  do  you 
mean  ;  in  1874  or  subsequently? 

Q.  Just  prior  to  the  issuing  of  that  circular  ?  A.  Perhaps 
25  or  30  per  cent  of  the  whole  business, 

Q.  And  after  the  issuing  of  that  circular  they  substantially 
did  the  whole  ?  A.  That  took  a  year  or  two  of  course,  but 
they  are  to-day  practically  alone. 

Q.  Who  are  the  officers  of  the  United  Pipe  Line  ?  A.  Mr. 
Vandegrift  is  the  President  of  it ;  the  Standard  gentlemen  and 
Mr.  Bostwick,  I  think  have  six  of  the  nine  directors  at  the 
present  time  ;  and  as  Mr.  Yanderbilt  explained  it  to  you  ;  one 
railroad  gentlemen,  Mr.  Worcester,  is  also  a  member  of  the 
board,  representing  the  railway  interests. 

Q.  When  was  it  first  known  that  this  was  a  Standard  Pipe 
line  ?  A.  About  1874,  about  the  time  that  it  changed  from  the 
name  of  Vandegrift  &  Formau  Line,  to  that  of  the  United 
Line. 

Q.  When  did  the  Standard  Oil  combination  or  ring  first  make 
its  appearance  ?  A.  The  men  composing  the  present  Standard 
combination  are  the  South  Improvement  men — those  that 
were  ;  it  is  a  mere  change  of  name. 

Q.  When  did  they  first  come  into  existence  ;  I  mean  when 
did  you  first  know  the  Standard  Company  ?  A.  The  Standard 
Company  proper  is  an  old  organization,  fifteen  years  old,  wite 
small  capital,  originating  at  Cleveland. 

Q.  How  much  capital  was  that  ?  A.  I  have  seen  their  offi- 
cial papers  taken  from  the  records  of  the  State  of  Ohio  ;  my 
recollection  is  that  it  is  $100,000  capital. 

Q.  And  that  became  controlled  by  these  South  Improve- 
ment people ;  is  that  it ;  did  they  buy  it  ?  A.  They  denied 
that  the  company  proper  was  a  member  of  the  South  Improve- 
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ment  Company,  but  the  stockholders  of  the  Standard  were 
members  of  the  South  Improvement  Company. 

Q.  What  was  the  course  of  the  oil  business  after  this  cir- 
cular ?  A.  The  trade  was  very  much  disturbed,  especially  in 
the  refining ;  the  refineries  were  fast  going  out  of  the  business  ; 
there  were  a  very  large  number  of  them  ;  they  were  being 
bought  up  by  the  Standard,  some  made  use  of,  many  of  them 
dismantled  and  destroyed;  but  the  first  serious  matter  that 
engaged  public  attention  after  that  was  in  the  winter  of  1876 
and  1877,  resulting  in  a  war,  which  Mr.  Jewett  described  to 
you  as  between  the  New  York  Central  and  the  New  York  and 
Erie  and  the  Standard  and  United  Pipe  Lines  on  the  one  side, 
and  the  Pennsylvania  Kailroad  with  its  Empire  Transportation 
Company  on  the  other. 

By  Mr.  Blanchard  : 

Q.  When  do  you  say  that  was?  A.  Hostilities  were  de- 
clared on  the  18th  of  March,  1877. 

By  Mr.  Sterne  : 

Q.  Now,  tell  us  the  cause  of  that  war  ?  A.  I  don't  think  I 
could  improve  much  on  what  Mr.  Jewett  stated ;  that  was  the 
absolute  result  of  it — that  the  Pennsylvania  Railroad  finally 
gave  way. 

Q.  But,  before  that  time,  had  outside  refiners,  not  in  the 
Standard  combination,  any  facilities  over  the  Pennsylvania 
Road?  A.  The  condition  of  affairs  at  that  time,  of  the  relation 
of  the  refiners  to  the  transporters,  was  about  this  :  the  Stand- 
ard had  a  large  number  of  refineries  at  Pittsburgh,  at  Phila- 
delphia, at  New  York,  at  Cleveland,  Titusville  and  Oil  City — 
scattered  points— and  with  the  United  Line  unquestionably  in 
affiliation  with  them  ;  the  Pennsylvania  Line  had  the  Empire 
Transportation  Company,  and  they  had  built  a  very  extensive 
system  of  pipe  lines  and  tanks,  and  had  it  many  years,  and 
were  supplying  what  is  now  known  as  the  outside  refiners  of 
New  York,  the  outside  refiners  of  Philadelphia,  and  the  out- 
side refiners  generally. 

Q.  Could,  at  that  time,  the  outside  refiners  and  the  outside 
oil  people  get  transportation  over  the  Erie  and  New  York 
Central?    A.  You  have  had  all  those  gentlemen  on  the  stand ; 
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they  have  sworn  pretty  positively;  I  have  no  personal  knowl- 
edge, any  more  than  as  I  hear  from  the  evidence  as  they  have 
sworn  in  three  or  four  different  cases  ;  they  make  very  positive 
assertions  ;  the  Baltimore  &  Ohio  Road  at  the  same  time  also 
had  a  line  known  as  the  Conduit,  extending  from  Butler  to 
Pittsburgh,  and  which  supplied  the  refineries  outside  of  the 
Standard  Oil  Company  at  Pittsburgh  and  the  Baltimore  & 
Ohio  refineries  at  Baltimore ;  as  has  been  described  to  you  iD 
Mr.  Jewett's  testimony,  they  finally  compelled  the  Pennsylvania 
Railroad  to  compel  the  Empire  line  to  give  up  its  oil  trade  en- 
tirely, and  in  fact,  its  whole  trade  ;  it  was  effectually  wiped  out 
of  existence ;  the  Standard  bought  their  pipe  line  and  its  in- 
terests in  refineries,  and  furnished  the  money  to  the  Penn- 
sylvania Railroad  to  buy  its  tanks,  cars,  depots,  &c. 

Q.  Was  that  war  carried  so  far  as  to  prevent  the  renewal 
by  the  Pennsylvania  Railroad  Company  of  the  contracts  that 
it  had  with  outside  refiners  ?  A.  The  Pennsylvania  Railroad 
recognized,  or  claimed  to  have  done  so,  the  contracts  of  the 
Empire  Company  with  the  outside  refineries  until  their  expira- 
tion, the  30th  of  April,  1878. 

Q.  They  did  not  again  renew  with  the  outside  refiners  ?  A. 
No,  sir. 

Q.  Therefore,  the  war  resulted  not  only  in  exterminating  the 
Empire  Transportation  Company,  but  also  the  facilities  of  the 
Pennsylvania  Company  for  outside  refiners?     A.  Yes,  sir. 

Q.  And  outside  oil  people?  A.  Yes,  sir;  also,  after  the 
northern  roads  had  brought  the  Pennsylvania  to  terms  they  all 
united  to  break  the  Baltimore  &  Ohio,  and  they  succeeded  in 
dissolving  the  connection  between  that  road  and  its  Conduit 
Line,  its  feeder,  and  it  also  went  into  the  hands  of  the  Stand- 
ard. 

Q.  So  that  the  producer  was  shut  off?  A.  That  left  them 
with  the  control  of  the  pipe  lines  and  the  control  of  the  trans- 
portation. 

Q."  Left  the  Standard  ?  A.  Yes  ;  with  all  the  sources  of  in- 
formation :  and,  in  fact,  they  had  everything  except  us. 

Q.  Except  you,  individually  ?     A.  Yes,  sir. 

Q.  State  to  the  Committee  what  was  at  that  time  the  nomi- 
nal rate  for  the  transportation  of  oil  to  everybody.      A.  At 

what  time  ? 

Q.  Immediately  after  the  whole  of  this  business  went  into 

73 
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the  hands  of  the  Standard  Company.  A.  Commencing  with 
the  winter  of  1877-78? 

Q.  Yes.  A.  I  think  the  open  rate  on  refined  was  $1.90  per 
barrel,  less  "  crude  equivalent "  drawback,  which  would  be  45£ 
cents;  that  would  make  the  net  rate  from  all  points  upon  re- 
fined $1.44J  ;  crude,  from  the  upper  regions,  $1.15  ;  lower  re- 
gions, $1.40. 

Q.  What  was  the  actual  rate  to  the  Standard  ?  A.  I  think 
I  had  better  refer  you  there  to  Mr.  Cassatt's  testimony ;  he 
knows  a  greal  deal  more  about  it  than  I  do;  I  have  no  informa- 
tion upon  it  except  as  I  have  derived  it  from  other  sources. 

Q.  Tou  heard  Mr.  Cassatt  testify,  did  you  ?     A.  Yes,  sir. 

Q.  Have  you  examined  this  copy  of  his  testimony  ?  A.  I 
have. 

Q.  Do  you  recognize  it  as  a  correct  transcript  of  his  testi- 
mony ?  A.  I  think  there  is  no  question  of  it  whatever ;  the 
engrosser  is  a  very  careful  man. 

Q.  From  your  knowledge  of  his  testimony,  do  you  recognize 
this  as  his  testimony  ?     A.  Yes,  sir. 

Mr.  Sterne — I  desire  to  make  this  a  part  of  the  record. 

The  Chairman — The  whole  of  it  ? 

Mr.  Sterne — Yes,  sir. 

The  Witness — It  is  in  testimony,  Mr.  Chairman,  that  the 
State  of  Pennsylvania  instituted  a  series  of  suits  against  all  the 
corporations  within  its  borders  connected  with  this  traffic,  and 
this  is  the  testimony  taken  in  a  suit  instituted  by  the  State  as 
against  the  Pennsylvania  Railroad  upon  this  question. 

The  Chairman — We  will  receive  it ;  you,  gentlemen,  may  cor- 
rect it  if  it  is  wrong ;  it  has  been  mnrked  for  identification 
"  Exhibit  No.  1,  Aug.  26th,  1879,"  pages  42  and  46  ;  the  whole 
is  now  received  in  evidence. 

Marked  "  Exhibit  No.  4,  Aug.  29th,  1879." 

Q.  What  knowledge  have  you  upon  the  subject,  that  Mr. 
Cassatt's  statements'  as  to  what  the  rate  then  was,  is  correct  ? 
A.  Do  you  mean  personal  knowledge? 

Q.  Yes.  A.  You  will  understand  that  in  those  figures  that 
are  given  there,  those  were  official. 

Q.  They  were  taken  from  the  books  of  the  company?  A. 
They  were  taken  from  the  books  of  the  company. 
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By  Mr.  Blanchard  : 

Q.  What  company  ?    A.  The  Pennsylvania  Company. 

By  Mr.  Shtpman: 

Q.  The  Pennsylvania  Railroad  Company  ?  A.  The  Penn- 
sylvania Bailroad  Company. 

By  Mr.  Sterne  : 

Q.  What  knowledge  have  you  that  the  actual  rate  was  cor- 
responding to  the  rate  as  given  by  Mr.  Cassatt  to  the  Standard 
Company  ?  A.  No  knowledge,  other  than  there  has  never  been 
any  question  about  the  fact  in  my  mind,  or  of  those  who  are  in 
the  trade  ;  as  an  illustration,  at  times  there  would  be  so  little 
difference  between  the  market  at  New  York  and  the  market  at 
the  wells,  that  it  was  very  evident  that  the  transportation  rate 
must  be  very  small  indeed,  or  else  somebody  was  losing  some 
money. 

Q.  Did  that  continue  long  enough  to  say  that  that  was  a 
continuous  rate  ?  A.  Oh,  yes ;  at  different  times ;  I  think 
there  is  no  concealment ;  Mr.  .Tewett  told  you,  during  the  war 
against  the  Pennsylvania  Road  if,  was  very  cheap  indeed  ;  very 
expensive  in  conducting  that  fight ;  they  will  all  tell  you  that 
they  carried  oil.almost  for  nothing. 

Q.  Did  they  carry  it  for  30  cents  a  barrel  and  20  cents  re- 
bate ?  A.  Yes,  sir  ;  I  have  heard  that,  and  I  think  they  did 
on  refined  ;  I  think  that  is  capable  of  demonstration. 

By  Mr.  Blanchard  : 

Q.  When  was  that  ?     A.  In  1877 ;  during  the  war. 

By  Mr.  Sterne  : 

Q.  Has  the  Standard,  since  that  time,  continued  to  monopo- 
lize the  business  of  the  oil  ?  A.  To  a  great  extent,  wholly,  ex- 
cepting as  the  producers  and  refiners  have  been  able  fo  find 
other  outlets  to  the  seaboard. 

Q.  Were  the  producers  and  refiners  absolutely  driven — 
other  than  those  belonging  to  the  Standard  combination  —ab- 
solutely driven  to  find  other  outlets?  A.  I  think  there  is  no 
question  of  that. 

Q.  From  your  knowledge  of  the  trade,  you  are  able  to  swear 
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that  they  were  absolutely  driven  to  that?  A.  They  had  no 
outlet  to  the  seaboard  on  equal  terms  with  the  Standard. 

Q.  On  any  such  terms  as  would  enable  them  to  sell  the  pro- 
duct at  the  seaboard  as  against  the  Standard  ?     A.  Yes,  sir. 

Q.  Either  individually  or  collectively  ?     A.  No,  sir. 

Q.  State  what  the  outside  producers  together  with  outside 
refiners  did,  to  find  an  outlet  as  against  these  four  trunk 
lines?  A.  I  will  make  a  suggestion  to  you — don't  use  the 
words  "  those  outside  producers,"  it  is  a  little  confusing ;  there 
is  no  such  thing  as  outside  producers  ;  the  Standard  has  no 
interest  in  production,  except  a  little  trifling  matter  now ;  they 
had,  up  until  their  quarrel  with  H.  L.  Taylor,  a  very  large  pro- 
duction, but  that  is  inconsiderable  now. 

Q.  Who  were  the  outside  people?  A.  Principally  in  New 
York  New  York  refiners — Lombard  &  Ayers,  Bush  &  Dens- 
low,  the  Gregorys,  Jenning — the  Empire  Refining  Company 
that  is  a  new  organization  though — one  or  two  others  that  I 
am  not  familiar  with,  and  oue  or  two  in  Philadelphia. 

Q.  Will  you  correct  me  as  to  outside  producers;  the  effect 
of  the  Standard  Combination  is  to  get  full  control  of  the  pro- 
duction, isn't  it?     A.  Entirely,  and  its  price. 

By  the  Chairman  : 

Q.  Can  you  tell  us  who  constitute,  or  what  constitutes  this 
Standard  Oil  Company  now?  A.  The  Standard  Oil  Combina- 
tion ? 

Q.  Yes,  sir.  A.  I  think  that  is  perfectly  well  known;  it  is  the 
Standard  Oil  Company  of  Cleveland,  and  the  Standard  Com- 
pany of  Pittsburg,  the  Acme  Oil  Company  of  New  York,  but 
located  at  Titusville,  the  Imperial  Oil  Company  at  Oil  City, 
the  Atlantic  Refining  Company  of  Philadelphia,  the  Camden 
Company — well,  I  call  it  the  Camden  Company  of  Maryland — 
Charles  Pratt  &  Company  of  New  York,  the  Devoe  Manufac- 
turing Company  of  New  York,  J.  A.  Bostwick  &  Co. 

By  Mr.  Sterne  : 

Q.  Some  Boston  concern  ?     A.  No,  sir. 

By  the  Chairman  : 

Q.  Are  those  all  of  them  ?     A.  All  that  occur  to  me  now. 
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By  Mr.  Sterne  : 

Q.  Explain  to  tlie  Committee  now  the  nature  and  the  diffi- 
culties of  the  outlet  which  was  sought  by  these  outside  refiners 
to  get  their  product  to  market.  A.  The  first  to  be  done  was 
to  build  a  pipe  line,  which  was  built,  known  as  the  Equitable; 
then  they  built  a  sufficient  number  of  tank  cars. 

By  Mr.  Blanchard  : 

Q.  Where  does  that  line  run  from  and  to  ?  A.  Erom  Brad- 
ford to  Frisbie,  on  the  McKean  &  Buffalo  Road ;  at  Buffalo 
they  erected  the  necessary  amount  of  tankage  on  the  creek ; 
then  they  built  a  large  number  of  canal  boats  and  barges  for 
its  transportation  to  New  York. 

By  Mr.  Sterne  : 

Q.  Did  they  build  part  of  a  railway  ?  A.  No,  sir ;  they  util- 
ized two  roads  known  as  the  McKean  &  Buffalo,  and  the 
Buffalo,  New  York,  and  Philadelphia;  the  route  was  a  tedious, 
almost  impracticable  one  for  that  commodity,  and  was  aban- 
doned in  the  spring  of  that  year,  when  what  was  kuown  as  the 
Tide  Water  Pipe  Line  was  built  from  the  Bradford  Oil  field  to 
Williamsport,  there  connecting  with  the  Philadelphia  &  Head- 
ing B,oad,  the  Lehigh  Valley,  and  the  Jersey  Central,  so  reach- 
ing New  York  harbor,  reaching  the  sea  at  Communipaw  and 
Bayonne;  through  that  source  they  derive  now  all  their  sup- 
plies of  crude. 

Q.  Is  that  the  source  through  which  all  the  outside  re- 
finers, not  in  the  Standard,  get  their  supplies  now?  A.  I 
believe  so. 

Q.  The  Standard  don't  get  any  through  that  source?  A. 
Not  that  I  know  of. 

By  the  Chairman  : 

Q.  Haven't  bought  it  up  as  yet?  A.  That  is  an  organiza- 
tion that  I  don't  think  will  be  bought  up  ;  it  is  not  a  corpora- 
tion. 

By  Mr.  Baker  : 

Q.  What  organization  is  that?    A.  The  Tide  Water. 
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By  Mr.  Sterne  : 

Q.  Have  you  told  the  Committee  how  much  it  costs  to  bring 
that  oil  through  that  circuitous  and  tedious  route  to  the  sea- 
board ?  A.  Only  from  those  gentlemen  who  were  constantly 
shipping. 

Q.  No,  have  you  told  the  Committee  how  much  it  costs?  A. 
Oh  no,  I  think  not ;  I  think  it  costs  them  within  one  or  two 
cents  of  a  dollar  a  barrel. 

Q.  To  bring  it  to  market  ?     A.  To  bring  it  to  New  York. 

Q.  They  were  placed  then,  at  a  disadvantage  compared  with 
the  Standard  at  the  rate  they  were  getting?  A.  The  recent  de- 
velopments show  that  they  were. 

Q.  Did  your  partners  make  application  for  transportation  ? 
A.  My  partners  were  members  of  the  Octave  Oil  Company,  a 
refining  interest  at  Titusville,  a  refinery  which  had  confined 
itself  entirely — its  shipments,  entirely  to'the  New  York  Central 
Railroad  until  it  went  the  way  of  all  refiners  outside  of  the 
Standard,  and  died  ;  the  Standard  bought  the  property  for 
about  50  cents  on  the  dollar  ;  they  unquestionably  died  be- 
cause they  could  not  get  the  same  rates  as  the  Standard  was 
receiving. 

Q.  Could  they,  at  any  rates  since  1877,  get  transportation  ? 
A.  Oh,  they  died  before  1877,  long  before. 

Q.  Do  you  know  of  any  outside  organization  getting  trans- 
portation even,  over  the  trunk  lines,  since  the  Standard  Com- 
bination with  the  trunk  lines,  which  resulted  in  the  driving  out 
of  the  Empire  ?  A.  No,  sir  ;  and  I  think  you  will  find  both  Mr. 
Eutter  and  Mr.  Vilas  have  testified,  that  there  are  no  other 
shippers  through  those  lines. 

Q.  There  are  no  other  shippers  ?  A.  I  think  I  read  that  in 
Mr.  Vilas'  testimony  last  night,  or  some  of  these  gentlemen. 

Q.  Have  you  any  estimate  in  your  own  mind  of  the  destruc- 
tion of  this  refining  interest — the  extent  of  it  in  values?  A.  I 
would  not  venture  now  to  give  you  the  figures  of  it. 

Q.  Could  you  riot  give  them  approximately  ?  A.  Hardly 
that,  without  refreshing  my  memory  from  figures  that  I  know 
to  be  extant ;  it  is  something  to  which  my  attention  has  not 
been  called  since  last  winter,  but  it  is  very  large. 

Q.  Runs  into  millions  of  dollars  ?     A.  Oh,  yes. 

Q.  When  did  the  combination  of  outside  refiners  begin,  the 
combination  between  the  outside  refiners  to  get  transportation 
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so  that  they  could  have  exportation  of  their  oil  ?  A.  That  com- 
bination organized  long  prior  to  that,  probably  as  early  as  1874, 
that  they  worked  in  harmony,  all  the  refiners  outside  of  the 
Standard;  with  the  exception  of  those  outside  of  the  Standard 
at  Cleveland  perhaps,  which  belonged  to  Mr.  Eockfeller's 
brother  and   his  party  ;  they  work  independent  of  everybody. 

Q.  This  combination  was  forced  upon  them,  was  it  not,  by 
the  expiration  principally  of  their  contracts  with  the  Pennsyl- 
vania Railroad?     A.  Yes,  sir  ;  of  the  first  of  May,  1878. 

Q.  You  heard  Mr.  Vanderbilt's  testimony,  did  you  not,  upon 
the  subject  of  a  railroad  that  he  was  requested  to  build  ?  A.  I 
did. 

Q.  Do  you  know  anything  about  that  ?     A.  I  think  I  do. 

Q.  Tell  this  Committee  what  the  truth  of  that  is  ?  A.  Why, 
in  March,  1872,  we  endeavored  to  secure  from  the  railroads 
the  establishment  of  a  line  of  the  Alleghany  Valley  and  the  Oil 
Creek  Railroad  as  a  common  point ;  as  you  will  see  by  that 
agreement  we  were  unable  to  carry  it  out;  they  conceded  to  us 
but  one  point  in  the  oil  regions  as  a  common  point,  thai  being 
Oil  City  ;  Mr.  Vanderbilt  had  a  road 

Q.  Explain  what  you  mean  by  a  common  point  ?  A.  A  com- 
petitive point,  a  point  recognized  by  the  railroad  as  a  point  to 
which  all  freights  should  be  equal  in  rates. 

Q.  As  between  the  railroads?    A.  As  between  the  railroads. 

Q.  A  pooling  point  ?  A.  Yes,  sir ;  it  is  a  term  which  is  in 
disuse  now  ;  Mr.  Vanderbilt  had  completed  a  road  from  Dun- 
kirk to  Warren,  forty  miles  perhaps  from  Titusville,  and  its 
citizens  prepared  a  paper  for  Commodore  Vanderbilt  asking 
him  to  construct  his  line  into  Titusville,  and  make  that  point 
a  common  point,  pledging  themselves  that  in  so  doing  he 
should  have  the  business  over  his  road  just  so  long  as  he  would 
do  it  as  cheap  as  anybody  else  ;  it  is  a  good  while  since  I  have 
seen  that  paper,  but  I  think  I  am  putting  it  correctly  ;  but  no 
oil  men  went  near  him  in  connection  with  the  matter. 

Q.  Were  Denslow,  Bush  &  Co.,  or  Lombard  &  Ayres 

A.  The  gentlemen  that  furnished  the  music,  that  Mr.  Vander- 
bilt talked  about  ? 

Q.  Were  they  the  gentlemen  who  furnished  the  musio  ?  A. 
I  think  Mr.  Vanderbilt,  if_  he  will  stop  and  think  a  moment, 
will  remember  that  they  are  all  New  Yorkers  ;  they  were  never 
in  town  but  three  or  four  times  in  their  life ;  I  don't  suppose 
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they  were  within  four  hundred  miles  of  Titusville  ait  the  time; 
that  is  a  joke,  I  guess. 

Q.  "Was  W.  &  J.  F.  Gregory,  McGoey  &  King  and.  Wilson  & 
Anderson  there?  .  A.  Well,  I  was  in  the  town  at  the  time 

Q.  Yon  know  those  gentlemen,  don't  you  ?     A.  Yes,  sir. 

Q.  Were  any  of  them  there  ?  A.  I  say  I  think  Mr.  Van- 
derbilt,  if  he  stopped  and  thought,  he  would  remember  that 
these  gentlemen  were  at  home  attending  to  their  business  in 
New  York ;  they  may  possibly  have  been  there,  but  T  can  hardly 
realize  it. 

Q.  They  were  the  people  who  furnished  the  music  ?  A. 
Oh,  no,  they  were  the  business  men  in  the  town — the  butchers 
and  bakers,  and  the  hardware  men  and  grocery  men,  and  dry- 
goods  and  everything  else,  and  got  a  speech  out  of  Devereaux, 
I  think. 

Q.  Devereaux  is  the  Receiver  of  the  Atlantic  &  Great  West- 
ern, is  he  not  ?     A.  I  think  not  at  that  time. 

Q.  He  is  now  ?     A.  Oh,  yes,  he  is  the  present  Eeceiver. 

Mr.  Blanchard — He  was  then  manager  of  the  Lake  Shore. 

Mr.  Sterne — He  was  connected  with  the  C.  C.  C.  &  I.  Rail- 
road. 

By  Mr.  Blanchard  : 

Q.  When,  what  time  was  that?  A.  That  was  in,  perhaps, 
1874  or  1873. 

By  Mr.  Sterne  : 

Q.  He  wasconnected  with  the  C.  G.  C.  &  I.  Road  at  that  time  ? 
A.  It  was  just  prior  to  his  going  into  the  service  of  the  bioad 
gauge,  and  I  think  Mr.  Vanderbilt  will  find  on  inquiry  of  those 
gentlemen  that  the  whole  or  a  part  of  the  Titusville  refineries 
did  the  whole  of  their  business  over  his  road  until  they  went 
into  bankruptcy — broken. 

Q.  And  why  did  they  go  into  bankruptcy  fond  break?  A. 
Because  they  could  not  get  the  same  rates'  as  were  given  to 
the  Standard,  they  could  not  compete  with  them. 

By  Mr.  Blanchard  : 

Q.  When  was  that?  A.  They  dropped  out  of  existence 
through  1874-5  and  6  ;  by  the  way,  there  was  a  good  deal  of 
occasion  for  fault  finding  on  the  part  of  Mr.  Vanderbilt. 
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By  Mr.  Stebne  : 

Q.  You  mean  justification  for  finding  fault  ?  A.  Yes,  sir ; 
that  is  a  matter  entirely  between  him  and  bis  family  of  rail- 
way directors  ;.  I  don't  know  that  it  would  be  of  any  interest 
at  all. 

Q.  Let  us  have  it?  A.  No;  I  think  not;  it  is  nobody's 
business  except  Mr.  Vauderbilt's,  and  would  not  interest  him 
much  now  after  this  long  time  lias  elapsed. 

Q.  It  might.  He  attributes— you  have  heard  him  testify — 
he  attributes  the  failure  to  get  the  oil  over  his  route  at  that 
time  to  the  treachery  of  the  oil  refiners  ?  A.  If  he  will  inquire 
into  it,  he  will  find  that  a  paper  that  Commodore  Vunderbilt 
gave  to  one  of  his  directors  in  reply  to  the  one  received  from 
the  business  men  in  Western  Pennsylvania,  to  be  held  by  him 
in  trust ;  it  is  openly  charged  in  the  oil  regions,  that  it  turned 
up  in  Tom  Scott's  office  in  the  hands  of  some  refining  gen- 
tlemen. 

Q.  Connected  with  the  Standard?  A.  They  are  now;  I 
don't  know  whether  they  were  then  or  not ;  I  know  there 
was  a  good  deal  of  trouble  followed. 

Q.  Those  rates  were  betrayed  ?  A.  It  was  not  a  question 
of  rates ;  I  never  saw  that  paper  ;  [  don't  think  there  was  any 
rate  given. 

Q.  But  the  arrangement  was  betrayed  ?  A.  Unquestion- 
ably. 

Q.  By  persons  other  than  the  refiners  ?  A.  By  persons 
other  than  those  in  the  oil  trade  ;  I  don't  know ;  I  simply 
state  what  the  impression  is  through  the  oil  country — was  at 
that  time  and  is  since,  and  I  have  had  some  personal  con- 
firmation of  it. 

Q.  We  have  heard  something  in  this  room  about  the 
American  Transfer  Company;  do  you  know  any  such  pipe 
line  ?  A.  Yes,  sir ;  there  was  such  a  pipe  line  formerly  run- 
ning a  line;  it  is  a  line  owned  and  controlled  by  Bostwick. 

By  Mr,  Blanchaed  : 

Q.  Which  is  ?     A.  Which  is— that  is,  which  is  or  was  ;  it  ran 

originally  from  Clarion   County  northerly  to  Oil  City ;  after 

the  opening  of  the  Bradford  field,  they  unquestionably  did 

complete  a  line  as  was  explained   by  Mr.  Jewett,  from   the 

U 
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Bradford  field  district  of  twelve  miles  to  Carrolltou,  on  the 
line  of  the  Erie  Kailway,  as  I  Lave  understood  (I  have  no 
means  of  verifying  it  at  all) ;  in  the  general  settlements  after 
the  surrender  of  the  Baltimore  &  Ohio  Boads,  in  the  fall  of 
1877,  passed  into  the  hands  of  the  United  Pipe  Lines. 

By  11  r.  Sterne  : 

Q.  To  the  Standard?  A.  To  the  Standard— the  Conduit 
line  was  then  running  from  Butler  to  Pittsburgh,  and  as  is 
described  in  Mr.  O'Day's  letter,  was  turned  over  to  the 
American  Transfer  Company,  it  not  ownirjgit  prior  to  that,  and 
as  I  have  always  understood  it,  during  my  residence  in  Brad- 
ford, the  line  which  was  built  from  Bradford  to  Carrollton, 
went  into  the  United  Pipe  line  system. 

Q.  Went  into  the  general  United  Pipe  Line  system  ?  A. 
Yes,  sir. 

Q.  And  that  general  United  Pipe  Line  system  is  the  Stan- 
dard Combination  Line  ?  A.  It  is  a  line  which  I  described  to 
you  which  has  always  been  represented,  and  believed  by  us, 
that  that  line  is  owned  one-third  by  the  Standard,  one-third 
by  the  New  York  Central  &  Lake  Shore  Bailroad  Company, 
and  the  other  third  by  scattered  holders. 

By  Mr.  Blanchard  : 

Q.  Do  I  understand,  you  now  refer  to  the  United  Pipe 
Line,  or  the  American  Transfer  Company,  or  both?  A.  No; 
to  the  United  Pipe  Line  ;  that  last  remark. 

By  Mr  Sterne  : 

Q.  Does  the  Erie  Kailway  Company  get  its  whole  supply  of 
oil  that  goes  over  its  route  from  this  line  which  was  built  to 
Bradford  by  the  American  Transfer  Company  ?  A.  Of  crude 
oil? 

Q.  Yes.  A.  I  think  they  have  facilities  of  bringing  crude 
from  Oil  City ;  to  what  extent  they  may  do  it,  I  don't  know  ; 
their  line  runs  there ;  that  is  the  Meadville  branch  of  the  At- 
lantic &  Great  Western. 

Q.  There  are  other  lines  that  supply  the  Erie  too?  A.  At 
Olean  there  is  another  branch  goes  there  ;  I  don't  know  as  to 
their  loading  facilities  ;  I  have  not  been  there  recently  but  it  is 
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unquestionable  that  the  Erie  Eailroad  derives  its  oil,  or  great 
part,  at  Carrollton,  or  receives  it  there. 

Q.  This  American  Transfer  Company,  you  say,  formerly 
owned  the  line  ;  have  you  known  it  as  an  independent  pipe 
line  organization  in  the  oil  regions  at  all  ?     A.  Yes,  sir. 

Q.  How  long  ?  A.  It  is  one  of  those  infernal  old  Pennsyl- 
vania charters,  known  as  the  Novelty  Power  Company ;  that 
is  where  it  had  its  origin ;  it  is  now  the  American  Transfer 
Compau}' ;  that  is  all  I  know  of  it. 

Q.  It  is  a  pipe  line  organized  like  the  United  Pipe  Line  Or- 
ganization, independent  of  it?  A.  I  think  that  it  was;  I 
think  that  it  is  ;  certainly. 

Q.  Is  not  it  controlled  by  the  same  people?     A.  Yes,  sir. 

Q.  The  same  thing?  A.  It  is  a  part  of  the  general 
system. 

Q.'Who  is  Mr.  O'Day?  A.  Well,  Mr.  O'Day  is  Mr. 
Bostwick's  direct  representative  firstly,  and  he  is  a  Director 
of  the  United  Pipe  Lines,  and  he  is  the  managing  director  in 
the  northern  field  of  the  United  Pipe  Lines. 

By  the  Chairman  : 

Q.  Do  you  say  that  this  American  Transfer  Company  is  a 
part  of  the  Standard  Oil  Company?  A.  Oh,  I  think  so;  Mr. 
O'Day's  letter  states  that  fact  very  clearly,  which  you  have 
before  you  there. 

By  Mr.  Sterne  : 

Q.  It  is  substantially,  if  not  wholly?  A.  Oh,  certainly;  it 
is  one  of  the  general  systems,  as  the  Alleghany  people  testi- 
fied that  they  blackmailed  them  for  15  cents  on  every  barrel 
they  carry  over  that  road. 

Q.  What  is  the  pipeage  now  per  barrel  in  the  oil  regions 
that  is  recognized?     A.  5  cents. 

Q.  5  cents  a  barrel  ?     A.  Yes,  sir. 

By  the  Chairman  : 

Q.  To  what  distance?     A.  Any  distance. 

By  Mr.  Sterne: 

Q.  How  long  has  it  been  five  cents  a  barrel?  A.  Since 
the  general  reduction  last  June. 
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Q.  What  was  it  before  that  ?     A.  20. 

Q.  What  proportion  of  the  whole  of  the  oil  traffic  that  goes 
over  all  of  the  four  trunk  lines,  goes  through  that  little  pipe 
of  the  American  Transfer  Company,  independent  of  the 
United  Pipe  Line?  A.  Supposing  it  to  be  only  the  line 
running  to  Pittsburgh  ? 

Q.  Yes.  A.  I  think  they  are  sending  about  4,000  barrels 
per  diem. 

Q.  A  day  ?     A.  Yes,  sir. 

Q.  What  proportion  is  that  upon  the  whole  ?  A.  One- 
tenth. 

Q.  You  heard  Mr.  Jewett  testify,  have  you  not,  about  giving 
permission  to  somebody,  he  didn't  know  exactly  who,  to  sink 
a  well  on  the  line  of  his  road  for  an  experimental  well — 
some  outside  person  whose  name  he  had  forgotten,  do  you 
know  anything  about  this  sinking  wells  on  the  line  of  the  Erie 
Eailway  bed  ?  A.  It  occurred  to  me  at  the  time  that  Mr. 
Jewett  did  not  know  that  they  construed  that  to  entitle 
them  to  the  occupancy  of  the  whole  line  of  the  bed  of  the 
Erie  Eailway,  and  they  have  taken  it  and  drilled  it. 

Q.  Who  are  they  ?  A.  The  Standard ;  they  have ;  they  have 
got  a  lease  of  it. 

Q.  The  Standard  people,  you  say,  are  actually  drilling  the 
roadbed  of  the  Erie  Eailway  for  oil  ?  A.  Certainly ;  that  is, 
for  two  years ;  understand  me,  not  the  Erie  Eailway  proper, 
but  its  branch  line  from  Carrollton  down  through  the  oil  field. 

By  Mr.  Shipman  : 

Q.  The  Buffalo  &  Bradford  branch  ?     A.  Yes,  sir. 

By  Mr.  Sterne  : 

Q.  And  they  have  drained  in  that  way  the  neighboring 
land  ?  A.  Yes,  sir  ;  I  can  speak  painfully  on  that  subject ;  it 
is  a  painful  matter  for  me  to  discuss  at  all. 

Q.  How  many  wells  has  the  Standard  down  on  the  Erie 
Company's  property  acquired  for  purposes  of  a  railway  ?  A. 
It  would  be  impossible  to  tell  you ;  they  are  strung  all  the 
way  from  Carrollton  to  Alton. 

Q.  How  many  ?     A.  I  could  not  guess. 

Q.  Well,  guess  ?  A.  I  got  out  in  the  fall  of  1877 ;  I  have 
not  been  down  the  line  since. 
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Q.  Ave  there  more  than  twenty  ?  A.  Oh,  yes ;  more  than 
200. 

By  Mr.  Shipman  : 

Q.  Between  what  points  ?  A.  Just  on  the  line  of  the  road 
between  Carrollton  and  Alton. 

By  Mr.  Sterne  : 

Q.  Does  that  produce  to  the  Standard  a  large  amount  of 
oil  ?  A.  The  Standard  had  a  very  bitter  quarrel  and  legal 
proceedings  instituted  between  themselves  and  their  producing 
partners — the  firm  of  H.  L.  Taylor  &  Co.,  resulting  in  H.  L. 
Taylor  &  Co.  taking  all  the  producing  interest  that  was  for- 
merly jointly  owned  ;  so  I  presume  now  it  is  in  the  interest  of 
H.  L.  Taylor. 

Q.  Did  that  road  which  Mr.  Vanderbilt  built — is  that  a 
road  that  is  now  iu  successful  operation  ?     A.  Yes,  sir. 

Q.  Isn't  that  the  road  that  gets  the  oil  to  the  New  York 
Central  Railway  ?  A.  Yes,  sir ;  from  Titusville  and  from 
Warren. 

Q.  And  that  is  the  road  that  does  the  business  which  is 
now  done  by  the  New  York  Central  ?  A.  Yes,  sir ;  to  that 
extent. 

Q.  For  that  district  ?     A.  For  that  district. 

Q.  And  if  the  rates  were  at  all  paying  rates  that  would  be 
a  good  property,  wouldn't  it  ?     A.  I  should  suppose  so. 

Q.  Tell  us,  in  your  opinion,  would  this  pipe  line  have  been 
built  to  tide  water  if  the. railway  companies  had  given  all 
shippers  equal  facilities  over  their  roads  ?  A.  I  don't  think 
so ;  I  don't  think  that  any  pipe  line  would  ever  have  been 
built,  except  as  a  mere  matter  of  speculation  ;  they  have  ample 
railroad  facilities  in  that  country,  more  than  ample  facilities 
for  transportation  of  every  kind. 

Q.  If  you  could  get  them  ?  A.  If  they  could  be  obtained, 
if  they  were  impartially  administered. 

Q.  Explain  to  the  Committee  the  peculiar  nature  of  the  pro- 
duct, why  that  product  would  have  borne  a  fair  remunerative 
rate  to  the  railways  continually  ?  A.  Principally,  because  of 
the  very  large  proportion  of  it  which  goes  abroad  ;  it  is  a  pro- 
duct which  will  bear  a  high  rate  ordinarily,  and  there  never 
has  been  any  question,  I  think,  any  material  question,  raised 
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between  vhe  trade  generally  and  the  railroads,  as  to  the  extent 
of  their  charges  ;  nothing  has  ever  come  within  my  knowledge  ; 
we  have  always  professed  to  the  railway  gentlemen  our  desire 
that  they  should  fix  their  prices  ;  that  was  our  mission  in  1872 ; 
they  were  very  liberal  indeed ;  they  gave  us  the  minimum 
price  of  [the  South  Improvement  as  being  the  maximum  price 
to  all. 

Q.  When  you  speak  of  the  minimum  price  of  the  South  Im- 
provement, you  mean  the  minimum  price  named  in  the  South 
Improvement  contract?     A.  Yes,  sir. 

Q.  Not  the  minimum  price  to  which  they  would  have  re- 
duced it  if  required  by  tbe  fourth  section  to  reduce  it?  A. 
The  fourth  section  related  to  an  elevation,  not  a  reduction  in 
rates. 

Q.  Elevation  to  other  people  ?  A.  Elevation  to  other  peo- 
ple. 

Q.  What  was  the  rate  on  crude  at  that  time,  from  the  com- 
mon points  ?  A.  At  what  time,  at  the  time  of  the  South  Im- 
provement ? 

Q.  Yes,  the  open  rate  at  that  time  ?  A.  It  is  stated  therein  ; 
1  have  forgotten  it ;  it  was  perhaps  $1.25  or  $1.50  a  barrel, 
somewhere  along  there. 

Q.  Was  that  a  rate  which  was  onerous  upon  the  producer 
or  diminishing  the  consumption?  A.  No,  sir;  not  at  that 
time  ;  not  at  all.' 

Q.  Is  or  is  not  petroleum  a  product  so  much  cheaper  than 
any  other  illuminating  or  lubricating  product  that  that  rate 
could  have  been  very  readily  maintained  by  the  railroad  com- 
panies if  they  had  seen  fit  to  ?  A.  I  have  never  known  any 
good  reason  why  they  could  not. 

Q.  There  was  no  other  product  which  could  enter  into  com- 
petition which  would  have  necessitated  the  railroads  to  reduce 
that  limit?  A.  Not  to  a  certain  limit,  until  they  came  into 
competition  with  the  shales  of  England,  Wales  and  Scotland  ■ 
but  that  has  to  be  very  high  indeed  on  this  side  when  they  can 
make  shale  oil  refineries  profitable ;  they  could  not  do  it  if  our 
people  would  withhold  naphtha  and  benzine  ;  but  that  has  now 
changed  by  the  fostering  of  European  governments  of  oil 
fields  in  their  own  districts,  that  are  practically,  so  far,  unprofit- 
able. 

Q.  There  is  no   active  competition,  is  there,  and  was  not 
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then,  with  the  oil  producing  regions  of  Pennsylvania?  A. 
No,  sir. 

Q.  And  of  "Western  New  York  ?     A.  No,  sir. 

Q.  To  what  do  you  attribute  the  mere  nominal  figures  at 
which  oil  is  carried  now  ?  A.  I  don't  think  it  is  known  at  what 
price  oil  is  transported  at  the  present  time  ;  I  don't  know. 

Q.  You  know  it  is  transported  at  a  mere  nominal  figure,  don't 
you?  A.  I, have  known  of  sales  of  oil  by  the  Standard  Oil 
Company  which  permitted  only  twenty  cents  between  the  wells 
and  the  vessel  in  New  York  harbor  for  transportation  and  all 
other  expenses. 

Q.  Transportation  and  lightering  and  all  other  expenses? 
A.  Yes,  sir. 

Q.  Car  trackage  and  everything  else  ?  A.  Whatever  the 
expenses  may  be. 

Q.  Do  you  know  whether  or  not  the  outside  refiners  offered 
to  build  cars  for  the  Erie  Railway  Company  if  they  would  give 
them  transportation?  A.  I  have  heard  Mr.  Cassatt  in  his  tes- 
timony admit  the  fact,  so  far  as  the  Pennsylvania  Railroad  is 
concerned. 

Q.  Do  you  kuow  anything  about  the  New  York  roads  upon 
that  point  ?  A.  Nothing  except  what  I  have  heard  other  gen- 
tlemen testify;  no  personal  knowledge  whatever. 

Q.  Can  you  give  to  the  Committee  the  names  of  the  people 
who  have  personal  knowledge  on  that  point,  and  who  have 
made  such  offers?  A.  I  think  you  have  had  those  gentlemen 
before  you ;  the  New  York  refiners. 

Q.  We  have  had  some,  but  not  those  who  offered  to  build 
cars  ?  A.  I  don't  know  of  any  outside  of  those  gentlemen  ;  I 
am  quite  sure  about  that. 

Q.  Give  tne  the  names  of  those  whom  you  think  know?  A. 
Mr.  Lombard  will  know  ;  Mr.  Bush  will  probably  know  ;  either 
of  those  gentlemen. 

Q.  Is  there  any  other  fact  in  relation  to  this  oil  transporta- 
tion, or  the  connection  of  the  transportation  interest  with  the 
oil  producing  and  refining  industry,  which  I  have  not  elicited 
by  my  questions ;  if  so,  I  should  like  to  have  you  state  it  as  if 
you  had  been  specially  interrogated  by  me?  A.  I  don't  know 
of  anything  at  the  present  time  that  would  be  of  any  interest 
to  the  Committee ;   it  is  very  difficult   for  a  witness  who  is 
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answering  questions  to  keep  a  connected  story  in  his  mind,  no 
matter  how  much  he  may  desire  to. 

Q.  This  newly  established  canal  line,  was  that  got  up  by  the 
outside  refiners?  A.  I  have  explained  it  to  you,  they  weie  the 
parties  solely. 

Q.  And  the  same  way  with  this  new  tidewater?  A.  No,  not 
to  the  same  extent,  because  that  was  a  move  entirely  of  pro- 
ducers— it  originated  almost  entirely  with  producers,  but  the 
New  York  refiners  are  in  close  affiliation  with  them  under  the 
contract. 

Q.  Had  the  Empire  Transportation  Company  a  refinery  in 
or  about  New  York?     A.  Partially  ;  had  a  partial  interest. 

Q.  Did  Emery  ?  A.  No  ;  Sone  and  Fleinmiug,  I  think,  and 
also  in  Philadelphia. 

Q.  What  is  the  pipe  rate  now?  A.  I  have  told  you  I  have 
not  the  remotest  idea. 

Q.  Is  there  any  pipe  rate  at  all  for  the  transportation  of  oil  ? 
A.  Oh,  I  beg  your  pardon;  the  pipe  rate,  I  am  told,  I  have 
never  seen  it  officially  announced ;  I  am  told  since  the  20th  of 
June,  that  the  open  rate  is  35  cents  for  crude. 

Q.  How  much  for  refined?     A.  I  have  never  heard  that. 

Q.  How  much  was  it  before  that  time,  the  open  rate?  A. 
$1.15  to  the  same  points. 

Q.  It  remained  until  last  June,  the  open  rate  remained 
until  last  June  at  $1.15,  did  it  ?     A.  I  think  it  did,  yes,  sir. 

Q.  When  you  speak  of  last  June,  you  mean  June,  1879?  A. 
I  mean  June,  1879,  and  that  35  cent  rate  is  from  the  well  to 
the  barge,  and  includes  the  pipeage. 

Q.  That  includes  the  pipeage  ?  A.  Yes,  sir ;  you  under- 
stand me ;  that  is  a  question  I  am  not  competent  to  answer, 
because  I  have  never  seen  such  an  announcement  from  the 
railroads. 

Q.  But  from  your  knowledge  of  the  rates,  when  did  the  rate 
change  from  the  time  that  you  knew  it  from  $1.15 — vary?  A. 
Openly  ? 

Q.  Openly  ?     A.  Until  last  June. 

Q.  Only  until  last  June?     A.  Last  June. 

Q.  So  whatever  rate  was  given  less  than  the  $1.15,  was  a 
secret  rate?     A.  Yes,  sir. 
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By  Mr.  Shipman  : 

Q.  You  are  a  lawyer  by  profession  ?  A.  I  am  sorry  to  say 
I  am  not,  never  studied  law  in  my  life. 

Q.  You  are  engaged,  I  suppose,  with  the  other  oil  refiners 
in  pressing  those  legal  proceedings  in  Pennsylvania?  A.  No, 
sir,  I  am  not. 

Q.  Are  you  not  examining  into  that?  A.  Not  concerned  in 
any  way,  manner  or  shape. 

Q.  Not  in  any  litigation  ?  A.  No,  sir ;  I  had  them  in  charge 
up  to  last  April — not  since  last  April. 

Q.  Did  you  up  to  last  April,  have  charge  of  the  proceedings 
of  the  oil  men,  against  the  railroad  companies,  and  the  Stand- 
ard Oil  Company  in  Pennsylvania?  A.  In  the  Commonwealth 
suits,  yes,  sir. 

Q.  Have  you  a  brother  that  is  a  lawyer  ?  A.  No,  sir ;  I 
have  no  brother. 

Q.  The  proceeding  in  which  Mr.  Cassatt  testified,  was  a 
quo  warranto,  was  it  not,  brought  by  the  Attorney  General? 
A.  No,  sir. 

Q.  Wasn't  that  the  indictment — what  was  that?  A.  I 
brought  with  me,  and  they  have  unaccountably  disappeared, 
the  paper  books  in  those  cases  ;  I  will  have  them  sent  on. 

Q.  What  was  the  first  proceeding  instituted  in  Pennsylvania 
in  the  courts  of  that  State,  by  the  oil  men,  against  the  railroad 
companies  ?  A.  The  proceeding  is  an  appeal  to  the  Governor 
that  he  should  proceed — that  is,  the  blue  book. 

Q.  Will  you  furnish  us  with  a  copy  of  that  ?  A.  Yes,  sir ;  I 
think  I  can  give  you  one  ;  I  will  furnish  them  to  you. 

Q.  What  was  the  next  step  ?  A.  The  first  step  that  was 
taken  was  taken  by  the  Governor  and  the  Attorney-General 
against  the  United  Pipe  Line,  in  a  quo  warranto  proceeding  in 
Venango  County. 

Q.  When  did  that  take  place?  A.  In  Augnst  of  1878— 
August  or  September. 

Q.  Is  that  proceeding  pending?     A.  I  think  it  is. 

Q.  Has  it  been  tried  ?  A.  It  has  not ;  I  think  at  that  time, 
up  to  last  April  certainly  it  had  not. 

Q.  Do  you  know  why  it  had  not  been  tried  up  to  last  April  ? 
A.  I  can't  tell  you ;  it  was  a  proceeding  with  which  I  had 
nothing  to  do. 

Q.  What  was  the  next  proceeding  ?     A.  The  next  proceed- 

75 
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irtg  was  the  filing  of  bills  in  equity,  I  think,  before  the  Supreme 
Court,  in  the  name  of  the  Attorney-General,  against  the  Penn- 
sylvania Eailroad,  the  Atlantic  &  Great  Western,  the  Lake 
Shore  &  Michigan  Southern,  Dunkirk,  Alleghany  Valley  & 
Pittsburgh,  with  a  request  that  the  Supreme  Court  should  take 
original  jurisdiction  of  those  cases,  as  under  the  new  Constitu- 
tion they  might  do.  where  a  corporation  is  a  party ;  the 
Supreme  Court  decided  to  take  original  jurisdiction,  and  the 
cases  are  at  issue. 

Q.  In  what  County  ?     A.  The  Supreme  Court. 

Q.  I  know,  but  in  what  County  ;  you  have  judicial  districts 
or  Counties  ?  A.  No  ;  they  sit  in  three  places — Pittsburgh, 
Harrisburgh  and  Philadelphia. 

Q.  Those  are  three  judicial  districts  ;  in  what  place  did  this 
occur  ?     A.  In  Pittsburgh. 

Q.  Has  that  case  been  tried  ?  A.  No,  sir  ;  I  presume  the 
understanding — so  I  have  been  told — that  such  defense  as  the 
Pennsylvania  Road  saw  fit  to  offer,  was  to  be  before  the  Mas- 
ters the  coming  month. 

Q.  The  testimony  is  being  taken  before  a  Master  ?  A.  Yes, 
sir. 

Q.  Was  that  the  proceeding  in  which  Cassatt's  testimony 
was  taken?  A.  That  is  the  proceeding  in  which  Cassatt's  tes- 
timony was  taken. 

Q.  Are  there  any  other  proceedings  there  ?  A.  The  other 
three  suits. 

Q.  Those  that  you  have  already  mentioned  ?  A.  Yes,  sir  ; 
the  railroad  suits. 

Q.  Some  of  the  oil  men  have  procured  indictments  against 
the  Standard  Oil  people?     A.  Yes,  sir. 

Q.  For  conspiracy  ?    A.  Yes,  sir. 

Q.  That  has  not  been  tried  yet  ?     A.  No,  sir. 

Q.  You  speak  of  the  Conduit  Line,  from  some  point  to  Bal- 
timore ?    A.  To  Pittsburgh. 

Q.  I  understood  you  to  say  Baltimore? 

Mr.  Blanohard — He  said  Butler. 

The  Witness — I  said  from  Butler  to  Pittsburgh. 

By  Mr.  Blanchabd  : 

Q.  I  understood  you  to  say  that  between  the  agreement  of 
March  25th,  1872,  and  the  circular  of  Mr.  Butter,  dated  the 
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9th  of  September,  1874,  the  producers  who  are  parties  to  this 
contract  understood  there  was  no  change  in  the  relations  of 
the  railroads  to  them  ?  A.  No,  sir ;  the  language  that  I  in- 
tended to  use  was,  that  there  was.  nothing  official  showing  that 
there  was  any  change  that  I  am  aware  of. 

Q.  Do  I  understand  you,  either  on  the  part  of  the  producers 
or  the  railroad  companies?  A.  I  cannot  tell  you  as  to  that; 
I  intended  to  say  on  the  part  of  the  railroads. 

.Q.  As  one  of  the  signers  to  this  agreement  of  the  25th  of 
March,  lb72,  how  long  did  you  continue  a  party  to  this  agree- 
ment, to  your  then  understanding  of  your  relations  to  the  rail- 
road ?     A.  Personally  you  mean  ? 

Q.  Personally,  yes?  A.  My  relations  to  the  railroads  were 
simply  one  of  friendliness ;  I  never  was  a  shipper ;  no  pro- 
ducer ships,  or  but  very  rarely. 

Q.  Can  you  tell  the  Committee  to  whom  in  New  York  the 
oil  shipped  under  this  contract  was  sent — to  whom  it  was  con- 
signed ?  A.  I  have  no  knowledge  on  the  subject  at  this  time, 
if  I  ever  knew  ;  I  have  forgotton  if  there  was  any  such  arrange- 
ment ;  I  don't  think  there  was  any  ;  I  think  each  one  attended 
to  his  own  business  ;  we  simply  considered  it  was  a  guarantee, 
and  that  was  the  only  light  we  looked  upon  it ;  a  guarantee  that 
there  should  be  no  discrimination,  drawbacks,  or  rebates,  and 
anybody  that  wanted  to  ship  could  do  it ;  I  don't  think  there 
was  any  united  action  at  all. 

Q.  Then  I  understand  you  that  each  crude  oil  producer,  or 
each  shipper  of  refined  was  at  liberty  to  send  his  oil  by  any 
route  that  he  pleased,  to  any  consignee  that  he  pleased,  and 
any  port  that  he  pleased,  at  these  rates  ?  A.  Certainly,  and 
any  railroad  that  he  pleased ;  the  railroad  gentlemen  inti- 
mated to  us  that  they  made  a  satisfactory  division  among 
themselves  ;  you  will  find  it  embodied  in  the  report. 

Q.  What  was  the  division  ;  do  you  know  ?  A.  I  know 
nothing ;  they  simply  intimated  to  us  that  they  had  made  a 
division  among  themselves,  and  they  kept  us  cooling  our  heels 
in  the  anteroom,  four  or  five  hours. 

Q.  If  they  had  agreed  to  make  a  division  among  themselves, 
how  was  it  to  be  made,  do  you  know?  A.  I  don't  know;  I 
think  through  a  bureau  of  their  own. 

Q.  I  understood  you  that  the  South  Improvement  Com- 
pany   was    abandoned    before    this     contract    was    entered 
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into  ?  A.  No ;  not  until  afterwards ;  the  contracts  were  not 
formally  cancelled  until  a  few  days  afterwards,  about  the  first 
of  April. 

Q.  Then  this  contract  dated  the  25th  of  Marcb,  was  intended 
to  take  effect  simultaneously  with  the  abandonment  of  the 
South  Improvement  contract?  A.  There  was  a  question  at 
that  time,  whether  the  railroads  would  agree  to  formally  abro- 
gate that  contract,  and  they  did  not  agree  to  it  up  to  the  time 
we  left  New  York,  but  they  did  a  few  days  afterwards. 

Q.  Then  at  the  time  of  the  abandonment  of  the  South  Im- 
provement contract,  did  I  understand  you  at  that  time  that 
the  railroads  had  any  arrangement  for  dividing  the  oil  among 
themselves?  A.  We  understood  that;  it  was  intimated  to  us 
at  the  time. 

Q.  Did  you  agree,  as  shippers  and  as  producers,  at  that 
time,  all  together,  to  divide  the  oil  among  the  railroads  in  any 
way  that  they  asked  you  to  do  it  ?  A.  I  never  had  but  one 
discussion  about  it,  and  that  was  with  the  Commodore  on  that 
point. 

Q.  Then  I  understand  you  to  say  you  did  not  agree  ?  A. 
We  were  not  parties  to  any  such  agreement ;  of  course  that 
was  out  of  our  line,  we  could  not  control  it  if  we  would. 

Q.  Do  I  understand  you  to  say,  as  one  of  the  signers  of  this 
contract,  that  you  considered  yourself  bound  to  that  contract 
until  the  9th  of  September,  1874  ?  A.  I  have  not  been  ship- 
ping oil,  certainly,  but  unless — as  I  say,  I  have  no  knowledge 
of  any  official  notice  of  the  railroads  between  the  two  dates,  of 
any  change  from  that  first  agreement ;  there  may  have  been, 
but  I  have  no  knowledge  of  it ;  my  attention  has  not  been 
called  to  any. 

Q.  Do  you  know  in  what  year  the  Standard  Oil  Company 
was  organized  ?     A.  In  1865. 

Q.  Do  you  know  in  what  year  Vandegrift  and  Forman  sold 
their  pipe  line  to  the  company  called  the  United  Pipe  Line? 
A.  I  think  it  was  in  1874  ;  that  is  my  recollection. 

Q.  You  have  stated  that  until  H.  L.  Taylor  &  Co.  had  a 
quarrel,  the  Standard  Oil  Company  had  a  very  large  produc- 
tion ;  do  you  know  what  that  production  was  ?  A.  In  bar- 
rels? 

Q.  In  barrels.     A.  I  could  not  give  it  to  you  now. 

Q.  Could  you   state   approximately  the  percentage  of  the 
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whole  ?  A.  I  could  not ;  it  is  a  matter  which  can  be  obtained 
in  the  legal  proceedings. 

Q.  Do  you  know,  do  you  recollect  approximately  about 
what  percentage  of  the  whole  they  produced?  A.  Why,  I 
think  their  production  at  one  time  was  as  much  as  two  thou- 
sand barrels  a  day — one-twentieth  of  the  whole  production. 

Q.  Did  you  understand  H.  L.  Taylor  &  Co.  to  be  the  Stand- 
ard Oil  Company  at  that  time  ?  A.  Oh,  no  ;  the  firm  of  H.  L. 
Taylor  &  Co.  was  composed  of  the  Standard  Oil  Company  and 
H.  L.  Taylor  &  Co.  and  his  partners,  being  John  Pitcairn,  Jr., 
and  John  Saterfield,  the  Standard  having  one-half  interest  and 
H.  L.  Taylor  and  his  associates  the  other  half,  but  the  busi- 
ness being  all  done  in  the  name  of  H.  L.  Taylor  &  Co. 

By  Mr.  Sterne  : 

Q.  Haven't  the  shipments  of  crude  oil  increased  very  large- 
ly recently,  as  compared  with  the  refined?  A.  I  cannot  answer 
that  question  ;  I  have  no  knowledge  or  information  on  the 
subject. 

Q.  You  don't  know  what  effect  the  tariff  of  the  German 
Government  on  refined  oil  has  had  on  the  shipments  of  crude  ? 
A.  I  don't  know  ;  a  stimulating,  of  course. 

Q.  It  stimulates  crude,  don't  it  ?  A.  Te.s,  sir ;  as  I  under- 
stand it ;  as  I  understand  it,  the  impost  is  laid  very  largely 
upon  refined  and  not  upon  the  crude  ;  I  am  not  familiar  with 
it,  though  ;  I  have  given  but  very  little  attention  to  it. 

John  B.  Butcher,  being  duly  sworn,  testified  as  follows  : 

Ira  D.  Warren,  Esq ,  counsel  for  the  Union  Stock  Yard  & 
Market  Company,  and  W.  A.  Sackett,  Esq.,  appeared  as  coun- 
sel for  the  witness. 

By  Mr.  Sterne  : 

Q.  How  long  have  you  been  in  the  cattle  trade  ?  A.  I  have 
never  been  in  it  to  any  extent — in  the  cattle  trade. 

Q.  How  long  have  you  been  in  it  to  the  extent  that  you  have 
been  in  it?  A.  I- have  been  identified  with  that  interest,  my 
impression  is,  since  1865  ;  that  is  my  impression  ;  I  won't  be 
positive. 
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Q.  You  are  a  director  of  the  Harlem  Railroad,  are  you  not  ? 
A.  Yes,  sir. 

Q.  Connected  with  the  New  York  Central  in  any  way  ?  A. 
Except  as  an-  employe. 

Q.  You  are  on  the  pay-roll  of  the  New  York  Central  ?  A. 
I  am  in  the  service  of  the  New  York  Central  Railroad,  and  re- 
ceive a  salary. 

Q.  How.  much  ?  A.  Is  that  a  proper  question ;  am  I 
obliged  to  answer  that  question,  Mr.  Chairman  ;  it  is  a  private 
matter  with  me. 

Mr.  Sackett — Isn't  it  sufficient  that  he  is  connected  with 
that  road  under  a  salary ;  isn't  that  all  that  is  important  to 
know  ? 

The  Witness — I  have  charge  of  the  live  stock  traffic  of  the 
New  York  Central  &  Hudson  River  Railroad,  and  as  such  I 
am  an  officer  of  the  road. 

Mr.  Sterne — I  repeat  my  question. 

The  Chairman — You  may  answer  the  question. 

The  Witness— I  receive  $10,000  a  year. 

Q.  From  the  New  York  Central?     A.  Yes,  sir. 

Q.  Now,  what  are  your  duties  in  connection  with  the  New 
York  Central  Railroad  ?  A.  My  duty  is  to  look  afier  the  live 
stock  traffic  of  the  road  and  the  management  of  the  stock 
yards  at  Buffalo,  Suspension  Bridge  and  Albany. 

Q.  Are  those  stock  yards  at  Buffalo,  Suspension  Bridge 
and  Albany  leased  to '  the  Union  Stock  Yard  &  Market 
Company?     A.  They  are  not"? 

Q.  Those  are  under  the  control  of  the  New  York  Central 
proper  ?     A.  They  are. 

Q.  What  is  your  connection  with  the  Union  Stock  Yards 
&  Market  Company  ?     A.  I  am  the  President  of  it. 

Q.  What  salary  do  you  obtain  as  President  of  the  Union 
Stock  Yards  &  Market  Company  ? 

Mr.  Sackett — Unless  that  is  shown  that  it  is  connected 
with  the  railroad,  I  don't  see  how  it  is  important. 

The  Chairman — That  ■  same  question  was  passed  upon  by  the 
Committee  in  reference  to  the  drawing  room  company  iu  effect 
that  the  Committee  had  the  right  to  inquire.into  that ;  I  don't 
know  that  Mr.  Dutcher's  salary  is  important,  but  I  think  it  all 
bears  upon  this  same  question. 
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By  the  Chairman  : 

Q.  You  are  a  Director  in  the  New  York  Central  also,  are  you 
not  ?     A.  I  am  not ;  of  the  New  York  &  Harlem. 

Q.  You  receive  a  salary  as  such  President,  do  you  ?  A.  I 
have  done  for  the  last  year  only. 

Q.  As  President  of  this  Stock  Yard  Company,  you  receive  a 
salary  ?     A.  Have  done  for  the  last  year  only. 

The  Chairman — Go  on,  Mr.  Sterne,  let  that  anbwer. 

By  Mr.  Sterne  : 

Q.  When  was  the  Union  Stock  Yard  &  Market  Company  or- 
ganized ?  A.  I  am  under  the  impression — it  was  in  1873,- 1 
think. 

Q.  Was  it  organized  with  a  view  of  taking  a  lease  of  the 
stock  yards  then  building  by  the  New  York  Central  Railroad  ? 
A.  At  the  time  of  the  organization  it  was. 

Q.  And  that  was  the  main  object  of  its  organization,  was  it 
not  ?  A.  No,  sir  ;  that  was  not  the  main  object  of  the  organ- 
ization. 

Q.  What  was  its  main  object,  if  that  wasn't  it?  A.  The 
main  object  of  its  organization  was  to  provide  a  market  place 
for  the  sale  of  cattle  and  other  Lve  stock  coming  to  the  City  of 
New  York  over  the  New  York  Central  &  Hudson  Biver  Bail- 
road,  and  over  other  roads  and  other  modes  of  communication 
to  the  City. 

Q.  Do  you  mean  the  Erie  as  well  ?     A.  The  Erie  as  well. 

Q.  Wasn't  at  that  time  the  Erie  stock  yard  in  the  hands  of 
Mr.  McPherson — Senator  McPherson?  A.  I  should  think 
not ;  I  am  not  positive. 

Q.  Is  Senator  McPherson  connected  with  your  stock  yard 
company  ?    A.  Not  at  all. 

Q.  Not  a  stockholder  ?     A.  No,  sir. 

Q.  No  interest  there  ?     A.  Not  that  I  know  of. 

Q.  Who  are  the  other  officers  of  your  stock  yard  company  ? 
A.  Ex-Senator  Palmer  is  the  Treasurer  of  the  company. 

Q.  Of  Poughkeepsie  ?  A.  No,  sir ;  of  Amenia,  Dutchess 
County ;  Horatio  Beed  is  Vice-President. 

Q.  Who  are  the  other  officers — who  are  the  Directors?  A. 
A  gentleman  by  the  name  of  Mr.  Thomas  is  the  Secretary. 
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Q.  Have  you  a  book  giving  the  names  of  the  Directors  ?  A. 
There  is  a  book  here. 

Q.  I  see  a  number  of  names  struck  out  here  ;  are  those  per- 
sons who  are  no  longer  Directors?  A.  Those  persons  are  no 
longer  Directors. 

Q.  And  only  those  whose  names  are  not  struck  out  are  Di- 
rectors? A.  My  impression  is,  that  the  names,  as  printed 
there,  were  Directors  at  the  time  of  the  organization  ;  there 
have  been  some  changes  since. 

Q.  Does  this  page  that  I  have  here  represent  the  present 
direction  ?  A.  1  think  it  does  ;  I  will  look  at  it  and  see  ;  that 
is  my  impression  ;  I  have  not  looked  it  over ;  it  does. 

.Q.  It  represents  the  present  direction?  A.  It  represents 
the  present  direction. 

Q.  That  is,  Mr.  Dutcher,  the  witness,  is  President ;  Horatio 
Reed,  Vice-President ;  A.  W.  Palmer,  Treasurer :  A.  G.  Thomas, 
Secretary ;  John  Ducy,  Superintendent ;  T.  0.  Eastman,  A. 
W.  Palmer,  and  O.  H.  Tobey,  Executive  Committee ;  A.  W. 
Palmer,  Horatio  Reed,  T.  C.  Eastman,  Joseph  Stern,  H.  S- 
Rosenthal,  O.  H.  Tobey,  W.  M.  Tilden,  Thomas  Wheeler,  J.  B. 
Dutcher,  B.  W.  Gibbs,  and  A.  T.  Thomas,  are  Directors  ?  A. 
Yes,  sir. 

Q.  Have  you  brought  with  you  your  stock  ledger  ?  A.  I 
have  not. 

Q.  Weren't  you  subpoenaed  so  to  do  ?  A.  It  was  mentioned 
in  the  subpoena. 

Q.  Why  didn't  you  bring  it  ?     A.  I  haven't  the  control  of  it. 

Q.  Are  you  not  the  President  of  the  company?     A  I  am. 

Q.  Who  has  control  of  it  ?  A.  It  is  in  the  custody  of  the 
company  under  the  control  of  the  Board  of  Directors,  accord- 
ing to  the  by-laws  of  the  company. 

Q.  You  refuse  to  produce  it  ?     A.  I  don't  say  that. 

Mr.  Stebne — I  call  for  the  stock  ledger  of  this  corporation. 

Mr.  Waeben — We  should  object  to  the  production  of  that. 
If  it  is  to  go  into  the  whole  private  affairs  of  this  corporation, 
certainly  the  Committee  would  not  permit  him  to  do  that ;  but 
if  it  is  to  ascertain  whether  there  is  anybody  connected  with 
the  New  York  Central  road  stockholders  in  this,  I  have  no  ob- 
jection to  Mr.  Sterne  knowing  it  and  seeing  it,  and  ascertain- 
ing the  whole  of  it ;  but  there  are  various  stock  yard  companies 
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here,  and  we  do  not  want  our  stockholders  published  in  the 
newspapers. 

The  Chairman — We  do  not  want  any  of  your  private  affairs 
for  any  private  purpose. 

Mr.  Warren — He  can  ask  Mr.  Dutcher  the  name  of  any  per- 
son connected  with  any  railroad  who  holds  stock  in  thai  cor- 
poration. 

Mr.  Sterne — How  can  Mr.  Dutcher  know  all  that. 

M.  Warren — You  can  look  at  the  stock  ledger.  We  will  take 
you  where  you  can  see  it,  and  if  you  find  any  person  there 
whom  you  want  that  is  connected  with  the  railroad  company 
you  can  have  it. 

Mr.  Sterne  —That  is  all  we  want. 

Adjourned  to  August  30th,  1879,  at  10  o'clock  a.  m. 


Saratoga  Springs,  N.  Y.,  August  30th,  1879. 

The  Committee  met  pursuaut  to  adjournment. 

Present :    Messrs.   Hepburn,  Baker,   Terry,  Duguid    and 
Grady. 
John  B.  Dutcher,  recalled  : 

By  Mr.  Sterne  : 

Q.  Did  I  understand  you  to  say  that  you  would  submit  your 
stock  ledger  to  inspection  on  behalf  of  the  Committee  in  New 
York  City  ?  A.  Yes,  sir  ;  I  did  ;  before  you  proceed,  with  the 
permission  of  the  Committee,  I  would  like  to  correct  my  testi- 
mony ;  you  asked  me  the  question  yesterday  :  "  was  the  Stock 
Yard  Company  organized  with  a  view  of  taking  a  lease  of  the 
Stock  Yards  then  building  by  the  New  York  Central  Bail- 
road;"  my  answer  was  :  "at  the  time  of  the  organization  it 
was ; "  that  is  a  mistake ;  I  have  gone  into  that  matter  and 
looked  it  up  more  fully  ;  prior  to  the  organization  of  this 
Stock  Yard  Company,  the  stock  yards  in  the  City  of  New 
York,  at  which  the  cattle  coming  over  the  New  York  Central 
Bailroad  were  sold,  were  in  the  hands  of  private  parties  and 
always  had  been,  as  was  the  case  originally  with  all  the  stock 
yards  in  New  York  and  vicinity  ;  they  were  located  at  One 
76 
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Hundredth  street,  between  Third  and  Fourth  avenues,  not  con- 
tiguous to  any  water  communication,  nor  on  the  line  of  the 
Hudson  Eiver  Road  ;  consequently,  the  cattle  coming  to  that 
market  were  unloaded  at  Manhattanville,  and  had  to  be  driven 
three  miles  in  order  to  reach  the  market ;  a  short  time,  a  few- 
years — I  don't  remember  how  long — prior  to  the  organization 
of  this  company  the  Erie  Railway  Company  built  or  caused  to 
be  built  a  set  of  stock  yards  located  on  the  water  in  New 
Jersey. 

Q.  Just  state  where  they  are  located?  A.  At  Oak  Cliff;  the 
Pennsylvania  Railway  Company  also  had  built  or  caused  to  be 
built  a  set  of  stock  yards  at  Communipaw,  and  were  making 
a  desperate  effort  to  control  the  live  stock  traffic  of  the 
country ;  at  Communipaw  first ;  that  was  the  commence- 
ment ;  prior  the  location  of  their  yards  there,  the  market  was 
all  at  one  place  substantially,  in  New  York,  and  at  one  place 
on  the  Jersey  side,  at  Bergen  Hill,  which  was  not  contiguous 
to  the  water;  it  was  found  that  by  reason  of  the  superior 
facilities  for  getting  cattle  from  the  railroad  into  the  market 
and  from  the  market-place  to  the  butchers,  that  the  New 
York  Central  &  Hudson  River  Railroad  were  being  seriously 
crippled  in  their  live  stock  business  by  reason  of  the  disad- 
vantages under  which  they  labored. 

Q.  When  you  speak  of  superior  facilities  explain  how — in 
what  particular?  A.  The  fact  of  their  being  able  to  unload 
from  their  cars  directly  into  the  yards  where  the  cattle  were 
sold  instead  of  having  to  be  driven,  at  a  large  expense,  three 
miles,  and  then  also  in  delivering  ;  about  this  time  the  Board 
of  Health  of  the  City  of  New  lork  had  published  and  put  in 
force  some  arbitrary  rules  ill  reference  to  the  driving  of  cattle 
from  the  market  places  to  the  slaughter  houses,  and  I  think 
had  taken  measures  or  had  already  caused  the  slaughter- 
houses to  be  moved  from  the  different  localities,  where  they 
were  formerly  located,  around  the  City,  to  points  on  the  North 
and  East  rivers,  and  concentrated ;  the  question  was  then 
raised  in  reference  to  new  stock  yards  and  a  location  for 
them ',  Commodore  Vandeibilt  at  that  time  was  President  of 
the  New  York  Central  &  Hudson  River  Railroad,  and  he  had 
an  interview  with  me  in  reference  to  it  and  wanted  me  to  take 
measures  to  have  a  stock  yard  built  somewhere  contiguous  to 
the  Hudson  River  road  and  where  the  facilities  for  discharge 
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and  delivery  would  be  equal  "to  the  facilities  of  other  lines ; 
I  then  went  to  work  to  organize  this  company,  and  did  organ- 
ize it  with  a  view  to  purchasing  property  to  construct  and  op- 
erate stock  yards,  not  in  the  interest  or  under  the  control  of 
the  New  York  Central  road,  but  as  an  outside  and  independent 
corporation  entirely. 

Q.  What  relation  did  you  have  at  that  time  to  the  Now 
York  Central  road  :  A.  No  relation  whatever  ;  not  as  an  offi- 
cer ;  I  was  then  conducting  my  private  business. 

Q.  Which  was  what?  A.  I  was  one  of  the  parties  who 
owned,  controlled  and  managed  the  stock  yards  then  located 
at 

Q.  Oak  Cliff?  A.  No,  sir;  at  One  Hundredth  street,  that 
I  before  alluded  to. 

Q.  Was  that  connected  with  any  railway?  A.  No  relation 
with  any  railway  ;  it  was  an  independent  private  concern. 

Q.  Was  McPherson  in  with  you  there  ?  A.  Not  at  all,  sir  ; 
this  company,  then,  was  organized,  I  think,  in  1873,  if  my 
recollection  serves  me  right ;  they  went  to  work  and  bargained 
for  five  blocks  of  ground — the  Stock  Yard  Company  did — be- 
tween the  Eleventh  avenue  and  the  Hudson  river,  from  Six- 
tieth to  Sixty-fifth  street;  they  bargained  for  the  purchase  of 
those  five  blooks  of  ground,  and  paid,  my  impression  now  is, 
about  $30,000  ;  I  don't  recollect  exactly  ;  the  panic  of  lb73 
coming  on,  which  we  all  know  made  money  matters  very  strin- 
gent, the  stockholders  in  this  concern  got  frightened;  the 
money  could  not  be  raised  to  take  the  property  us  agreed  ; 
the  probability  was — and  it  would  have  been  clone  if  no  other 
means'had  been  found  to  have  got  out  of  it — that  the  company 
would  have  had  to  sacrifice  the  amount  of  money  they  had  al- 
ready paid  for  the  purchase  of  this  propeity  ;  at  a  meeting  of 
the  board  the  question  was  discussed  and  talked  over,  and  a 
suggestion  was  made,  if  my  recollection  serves  me  right,  that 
a  committee  be  appointed  to  wait  upon  Commodore  Vander- 
bilt  and  see  if  he  would  not  take  this  property,  and  build  the 
stock  yards,  and  lease  them  to  the  company,  as  the  company 
were  unable  to  procure  the  means  to  purchase  the  property 
and  improve  it ;  I  was  one  of  that  committee  that  waited  upon 
the  Commodore  in  reference  to  this  matter. 

Q.  What  was  your  capital  stock  originally  ?     A.  Under  the 
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charter  the  capital  stock  was  a  million  dollars ;  we  had  the 
right  to  have  it  a  million  of  dollars  ;  it  never  was  that. 

Q.  I  mean  at  that  time  when  you  waited  on  the  Commodore, 
how  much  was  it?  A.  The  subscriptions  had  not  been  paid 
in  ;  we  had,  I  don't  recollect  now  how  much,  originally  sub- 
scribed. 

Q.  How  much  was  paH  in?  A.  I  think  about  $100,000 
then ;  that  is  my  recollection  ;  I  may  be  mistaken. 

Q.  At  that  time,  when  this  visit  to  the  Commodore  took 
place?  A.  That  is  my  impression  ;  we  said  to  the  Commo- 
dore that  it  would  be  absolutely  impossible  for  this  company 
to  go  on  with  the  purchase  of  that  property  and  the  comple- 
tion of  these  yards,  and  that  we  would  have  to  sacrifice  the 
money  that  we  had  paid  iu  ;  about  that  time  he  was  talking  of 
procuring  lands  for  terminal  facilities,  for  elevators  and  other 
freight. 

Q.  Now  tell  me — one  moment  before  you  proceed — the 
$100,000  which  was  paid  in,  was  that  a  paj  ment  of  ten  per 
cent,  on  the  million  ;  that  is,  a  subscription  of  the  whole  stock 
of  which  ten  per  cent,  was  paid,  or  was  it  $100,000  full  paid 
stock  ?  A.  1  really  cannot  tell  you ;  my  memory  does  not 
serve  me,  but  it  is  my  impression  that  about  that .  amount  was 
paid  in. 

Q.  Don't  you  know,  for  instance,  whether  your  stock  was 
full  paid,  or  whether  you  had  only  paid  ten  per  cent,  on  the 
one  hundred?  A.  The  first  payment  I  made  was  only  ten  per 
cent. ;  it  was  afterward  full  paid,  every  dollar  of  it.  . 

Q.  I  mean,  did  you  get  stock  issued  for  your  ten  per  cent., 
representing  your  full  paid  stock  ?  A.  No,  sir  ;  there  was  no 
stock  issued  until  it  was  full  paid. 

Q.  Can  you  tell  now  whether  the  $100,00'.)  represented  ten 
per  cent,  of  a  million,  or  $100,000  full  paid  stock  out  of  the 
million?  A.  The  $100,000,  if  that  was  the  amount;  under- 
stand me  now,  I  am  not  positive  that  that  amount  was.  paid 
in  ;  some  money  was  paid  in ;  the  money  paid  in  represented 
ten  per  cent,  of  the  subscriptions,  so  far  as  the  ten  per  cent, 
had  been  paid  ;  very  many  of  the  subscribers — as  I  stated  be- 
fore— these  hard  times  coming  on,  they  did  not  come  to  time 
and  pay  in  their  ten  per  cent.  even. 

Q.  Now  proceed!  A.  As  I  was  stating,  I  was  one  of  the 
Committee  that  called  upon  the  Commodore  in  reference  to 
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this  matter ;  we  stated  to  him  that  we  would  be  obliged  to 
sacrifice  the  money  we  had  paid  on  this  property,  and 
should  be  unable  to  go  on  and  complete  the  yard ;  his  state- 
ment was  that  it  was  necessary  for  the  interest  of 
the  railroad  company  that  a  yard  should  be  established 
there,  but  that  he  did  not  want  his  company  to 
have  anything  to  do  with  it ;  he  did  not  want  them  to  have 
anything  to  do  with  the  cattle  yards  at  the  terminal ;  he  then 
said,  "What  proposition  have  you  got  to  make?"  We  stated  to 
him  if  he  would  take  the  property,  and  go  on  and  build  the 
improvements,  such  as  were  necessary  to  carry  on  this  busi- 
ness, that  we  would  give  him  ten  per  cent,  upon  the  original 
cost  of  the  property,  and  the  improvements  necessary  to  en- 
able us  to  do  the  business ;  he  said  he  would  consider  it ;  he 
said,  "  I  will  go  up  and  look  at  that  property,  and  see  whether 
it  will  answer  the  purpose  for  which  I  want  property,"  and  he 
appointed  some  day,  I  think  about  a  week  later,  for  another 
conference ;  we  called  on  him  again,  and  he  accepted  the  pro- 
position ;  he  said  they  would  take  it ;  the  detail  of  it  will 
come  in  afterwards ;  the  understanding  was  that  we  were  to 
take  this  property,  and  pay  ten  per  cent,  and  keep  the  railroad 
free  and  clear  from  nny  taxes,  assessments  or  liens,  or  any- 
thing of  that  kind — that  they  were  to  have  ten  per  cent,  upon 
their  investment  free  and  clear;  that  was  the  commencement 
of  this  arrangement  with  the  railroad  company  for  these  stock 
yards  ;  this  was  in  the  fall,  I  think,  of  1873,  or  the  fore  part  of 
the  winter  some  time  if  my  recollection  serves  me  right ;  during 
1874  and  the  winter  of  1875,  the  yards  were  built  and  ready 
to  put  in  operation  in  the  spring  of  1875,  if  I  recollect  right ; 
that  is  my  recollection  now. 

Q.  And  then  the  lease  was  made,  which  is  here  in  evidence? 
A.  The  lease  was  made  which  is  there  in  evidence ;  I  would 
like  to  say  for  myself,  when  the  details  of  that  lease  were  per- 
fected and  arranged,  I  then  was  an  officer  of  the  New  York 
Central  Railroad ;  I  was  not  on  the  Committee  appointed  by 
the  stock  yard  company ;  I  declined  to  serve  on  it,  declined  to 
have  anything  whatever  to  do  with  it,  I  did  not  participate  in 
the  details  of  the  arrangement  of  that  lease  ;  being  an  officer 
of  the  company — an  officer  of  both  companies — I  declined  to 
have  anything  to  do  with  it;  I  was  not  at  that  time  President 
of  it,  it  was  never  my  intention  at  that  time  to  be  President  of 
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it ;  I  never  should  have  been  President  of  it  except  for  cir- 
cumstances which  transpired  afterwards. 

Q.  Was  the  capital  stock  ever  increased  after  that  ?  A.  The 
amount  paid  in,  do  you  mean  ? 

Q.  No,  the  amount  of  capital  stock  ?  A.  The  capital  stock 
by  an  amendment  to  the  charter  was  decreased,  when  it  was 
found  that  we  did  not  require  the  amount  of  capital  which  we 
should  have  required,  had  we  gone  on  and  purchased  and  paid 
for  the  property,  and  completed  the  improvements  ourselves. 

Q.  To  what  was  it  decreased?     A.  $200,000. 

Q.  Were  the  other  $100,000  ever  paid  in  ?  A.  Every  dollar 
of  it  was  paid. 

Q.  Paid  in  in  cash  ?     A.  In  cash. 

Q.  No  part  of  that  capital  stock  was  given  away  ?  A.  Not 
one  dollar. 

Q.  Do  you  know  that  the  Oak  Cliff  yards  are  not  used  ?  A. 
No,  I  do  not  know  that  they  are  not  used;  I  think  they  are 
used  to  some  extent. 

Q.  But  they  are  not  used  to  their  capacity  ?  A.  I  should 
judge  not. 

Q.  Is  that  by  any  arrangement  with  you?  A.  That  I  am 
not  able  to  say  ;  I  should  judge  not,  by  any  arrangement  with 
me. 

Q.  Don't  you  know  whether  or  not  McPherson  has  made 
any  arrangement  with  you  in  relation  to  the  Oak  Cliff  yards. 

Mr.  Warren — I  want  to  take  an  objection  to  that ;  we  shall 
object  to  going  into  the  internal  arrangements  of  these  stock 
yards  that  are  not  at  all  connected  with  the  railway  company, 
and  I  think  the  Committee  would  sustain  an  objection  of  that 
sort. 

Mr.  Baker  (Chairman  pro  tern.) — The  Committee  will  hear 
the  answer  to  the  question. 

(Question  repeated  as  follows :) 

Q.  Don't  you  know  whether  or  not  McPherson  has  made 
any  arrangement  with  you  in  relation  to  the  Oak  Cliff  yards  ? 
A.  In  answering  that  question,  I  should  say  I  thought  not,  in 
reference  to  the  Oak  Cliff  yards  ;  that  would  be  my  construc- 
tion upon  it ;  I  want  to  answer  any  question  that  is  asked,  if 
I  thoroughly  understand  it ;  I  want  to  answer  it  and  answer  it 
understandingly. 

Q.  I  want  to  get  at,  and  I   want 'you  to  answer  frankly  the 
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question,  as  to  the^arrangements  that  existed  betweeu  you  and 
MePheison?     A.  That  I  will  answer,  sir. 

Q.  In  relation  to  the  cattle  business  or  small  stock  business, 
which  come  to  these  various  yards,  one  of  which  is  under  your 
control,  and  the  other  under  Mr.  McPherson's  control? 

Mr.  Waeben — That  we  object  to  ;  these  stock  yards  do  busi- 
ness with  everybody  ;  it  is  not  connected  with  the  railroads 
entirely;  if  Mr.  Sterne  wants  to  confine  his  question  to  what 
is  done  with  the  railroad  companies,  it  seems  to  me  that  is 
proper,  but  is  it  proper  to  ask  in  regard  to  business  done  by 
the  stock  yards  for  everybody  ? 

Q.  I  will  repeat  my  question  ;  the  contract  between  the  Erie 
Eailway  Company  and  McPherson  contemplates  the  possible 
abandonment  of  the  Oak  Cliff  yards  ?  A.  I  do  not  so  under- 
stand it. 

Q.  How  do  you  understand  that  part  of  the  contract?  A. 
I  don't  recollect  about  that  contract ;  I  have  never  seen  it,  per- 
haps, since 

Q.  Were  you  not  the  surety?     A.  I  was  one  of  the  sureties. 

Q.  For  the  faithful  performance  of  that  contract  ?  A.  I  was 
one  of  the  sureties  for  Mr.  McPherson. 

Q.   To  the  Erie  Company  ?     A.  I  was. 

Q.  Then  haven't  you  read  the  contract  for  the  faithful  per- 
formance of  which  you  were  a  surety  ?  A.  You  didn't  let  me 
get  through  with  my  answer  ;  I  was  going  to  remark  that  I 
had  not  seen  it  since  the  contract  was  made,  and  the  provis- 
ions, the  details,  have  slipped  my  mind  to  some  extent ;  my 
inrpression  now  is,  that  that  contract  did  not  contemplate  the 
abandonment  of  the  Erie  yards ;  that  is  my  impression. 

Q.  "We  will  not  call  it  abandonment ;  it  contemplated  but 
the  partial  use  of  the  Erie  yards  ;  didn't  it  ?  A.  I  wouldn't 
like  to  say  that. 

Q.  How  far  did  you  understand  that  it  contemplated  the 
non-use  of  the  Erie  yards?  A.  My  recollection  now  is,  with- 
out looking  at  that  contract,  that  the  arrangement  did  not 
contemplate  the  non-use  of  that. 

Q.  Wasn't  there  an  arrangement  between  you  and  McPner- 
son  by  which  there  was  to  be  a  non-use  to  some  degree,  in 
any  event,  of  the  Erie  yards  ?     A.  I  do  not  so  understand  it. 

Q.  What  do  you  understand  ;  let  us  have  your  understand- 
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ing ;  what  was  your  understanding  ?  A.  I  will  have  to  give 
you  a  detailed  answer  to  explain  that. 

Q.  Explain  it  any  way  you  please?  A.  When  that  contract 
was  made,  it  was  made  subsequent  to  the  arrangement  which 
had  been  made  for  dividing  the  live  stock  traffic  over  the 
three  trunk  lines. 

Q.  Now,  are  you  referring  to  the  evener  arrangement?  A. 
Yes,  sir  ;  the  evener  arrangement,  if  you  style  it  so. 

Q.  And  during  the  progress  of  the  evener  arrangement?  A. 
It  was  made  during  the  progress  of  the  evener  arrangement,  that 
is  my  recollection,  and  it  was  made  for  this  reason  :  for  a  num- 
ber of  years  the  stock  yards  in  and  adjacent  to  the  City  of  New 
York  had  been  a  very  disturbing  element  in  the  efforts  of  the 
railroads  to  maintain  satisfactory  rates  ;  that  had  been  one  of 
the  elements  which  had  entered  into  their  difficulties  in  main- 
taining satisfactory  rates  for  the  transportation  of  cattle,  the 
efforts  made  by  all  thosa  stock  yards  to  control  the  market; 
each  one  of  them  wanted  to  control  the  whole  cattle  trade  of 
the  country ;  these  three  stock  yards  existed  ;  the  Erie  Rail- 
way Company,  if  I  recollect  right,  had  access  to  the  stock 
yards  at  Harsimus  Cove  by  a  track  running  in  there — the  stock 
yards  built  at  the  terminus  of  the  Pennsylvania  Road;  they 
also  delivered  stock,  as  I  understand,  at  their  own  yards  and 
at  the  yards  of  the  Union  Stock  Yard  and  Market  Company; 
it  was  found,  after,  this  division  of  the  live  stock  had  com- 
menced, that  this  same  trouble  existed  between  the  stock  yards. 

Q.  What  same  trouble  ?  A.  The  effort  to  get  all  the  busi- 
ness. 

Q.  That  is,  each  one  tried  to  get  all  the  business  ?  A.  Each 
one  was  anxious,  of  course,  to  get  all  the  business. 

By  the  Chairman  : 

Q.  Competition,  you  mean?  A.  Competition;  by  reason  of 
that  it  was  absolutely  impossible  to  maintain  the  agreed  rates 
over  the  railroads. 

By  Mr.  Stebne  : 

Q.  And  also  impossible  to  maintain  the  agreed  rates  of  yard- 
age, I  suppose  ?  A.  No,  sir ;  I  don't  think  there  had  ever  been 
any  cut  in  the  rate  of  yardage ;  I  never  had  heard  of  any  ;  this 
arrangement  for  pooling  the  yardage  was  then  made. 
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Q.  "Where  is  the  contract  by  which  the  yardage  was  pooled  ? 
A.  I  suppose  you  have  it ;  I  have  not  got  it. 

Q.  Haven't  you  a  copy  of  that  contract  ?     A.  Not  with  me. 

Q.  Will  you  produce  it  ?  A.  I  will ;  I  have  no  objections 
at  all. 

Q.  Go  on  ?  A.  I  think  I  have  got  through ;  have  I  answered 
your  question  ? 

Q.  No.  A.  What  is  it  ? 

Q.  Was  not  there  some  arrangement  by  which  the  Oak  Cliff 
yards  were  to  be  to  some  degree,  if  not  wholly,  left  unused  ; 
was  the  practical  effect  of  your  pooling  arrangement  the  aban- 
donment of  the  Oak  Cliff  yards  ?  A.  I  don't  think  so  ;  that  is 
my  recollection  of  it ;  I  have  no  recollection  of  it. 

Q.  Was  the  practical  effect  of  your  pooling  arrangement  the 
abandonment  of  the  Oak  Cliff  yards  ?     A.  I  don't  think  so. 

By  the  Chaieman  : 

Q.  Have  they  been  abandoned  ?  A.  No,  I  don't  think  they 
have  been  abandoned  wholly  ;  I  think  they  are  used  now  per- 
haps as  much,  or  more,  than  they  were  before  this  contract 
was  made  ;  that  is  my  recollection. 

By  Mr.  Stebne  : 

Q.  For  cattle  ?     A.  For  cattle. 

Q.  For  small  stock  ?  A.  Yes,  I  think  for  small  stock  the 
same  ;  that  is  my  recollection  of  it. 

Q.  You  don't  know?     A.  I  so  understand  it. 

Q.  Do  you  know  what  the  capacity  of  the  Oak  Cliff  yards 
is  ?    A.  I  do  not. 

Q.  Do  you  know  what  proportion  of  that  capacity,  whatever 
it  may  be,  is  used  ?  A.  The  difficulty  has  been  with  the  markets 
in  the  City  of  New  York,  of  their  being  too  much  cut  up  ;  there 
has  been  an  effort  made — a  great  many  efforts  made — to  con- 
centrate the  whole  live  stock  trade  of  the  City  of  New  York  at 
some  one  point,  which,  if  it  could  be  done,  would  be  of  great 
benefit  to  everybody — not  only  to  the  cattle  raiser,  to  the 
drover,  to  the  man  who  handles  the  cattle,  but  also  to  the 
butcher  who  buys  the  cattle,  and  perhaps  eventually  to  the 
consumer ;  the  more  you  can  concentrate  this  business,  the  less 
expense  it  can  be  done  with,  and  it  brings  the  buyer  and  seller 
together  all  in  one  market. 
77 
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Q.  In  pursuance  of  that,  what  you  consider  a  perfectly 
proper  scheme  to  concentrate  the  business,  was  there  an  ar- 
rangement made  between  you  and  McPherson  that  does  not 
appear  in  the  pooling  contract?  A  No,  sir;  I  don't  think  so, 
except  that  guaranty  you  spoke  of  there. 

Q.  Was  there  any  consideration  for  that  guaranty  ?  A. 
None  that  I  know  of,  more  than  to 

Q.  Had  you  been,  prior  to  that  time,  in  copartnership  with 
McPherson  in  the  cattle  business  at  all  ?     A.  Never,  sir. 

Q.  Had  you  known  him  any  length  of  time  ?  A.  Yes,  sir ; 
for  a  number  of  j'ears. 

Q.  You  say  that  the  Erie  Railway  Company  had  a  track 
into  the  Pennsylvania  yards  ?  A..  That  is  my  understanding 
of  it — had  it  for  some  time. 

Q.  Does  the  Erie  Railway  Company  now  deliver  cattle  in  the 
Pennsylvania  yards  ?     A.  I  think  they  do. 

Q.  Who  has  control  of  the  Pennsylvania  yards?  A.  That  is 
a  stock  company. 

Q.  Under  whose  control?  A.  I  cannot  tell  you  who  the 
President  of  it  is ;  it  is  built  at  the  terminus  of  the  Pennsyl- 
vania Railroad  ;  it  is  a  stock  company. 

Q.  Is  it  Mr.  McPherson's  company?  A.  I  don't  think 
McPherson  is  president  of  it ;  I  don't  think  he  is  an  officer  of  it. 

Q.  Hasn't  he  the  controlling  interest  in  its  stock  ?  A.  I 
don't  think  he  has  ;  I  have  understood  he  hasn't  any. 

Q.  Doesn't  it  appear  to  you  strange  that  McPherson  should 
rent  a  yard  at  Oak  Cliff,  to  a  great  degree  abandon  it,  and 
allow  the  Erie  Company  to  deliver  cattle  to  you  and  to  the 
Pennsylvania  yard,  without  deriving  any  benefit  therefrom? 
A.  No,  it  don't  seem  strange  to  me. 

Q.  That  is  a  business  transaction  that  appears  quite  clear 
and  above  board  to  you  ?  A.  It  does ;  perfectly  legitimate 
and  proper. 

Q.  Does  he  share  in  the  income  of  your  yard  ?  A.  Except 
so  far  as  the  pooling  is  concerned. 

Q.  Does  he  share  in  the  income  of  the  Pennsylvania  yard  £. 
A.  I  don't  know,  except  so  far  as  the  pooling  arrangement  is 
concerned. 

Q.  What  is  your  pooling  arrangement ;  in  the  absence  of 
the  contract,  suppose  you  tell  us  what  the  substance  of  the 
pooling  arrangement  is  ?     A.  The  yardage  is  pooled  upon  the 
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same  basis  that  the  cattle  are  divided  over  the  three  Trunk 
lines ;  for  instance,  the  New  York  Central  &  Hudson  River 
Railroad  having  37^  per  cent,  of  the  cattle — that  is  my  recol- 
lection of  it — have  37J  per  cent,  of  the  yardage — the  Union 
stock  yard ;  the  Pennsylvania  Railroad  Company  having  the 
same  percentage,  the  stock  yards  at  Harsimus  Cove  have  the 
same  percentage  of  the  yardage  ;  and  Mr.  McPherson,  as  lessee 
of  the  Erie  stock  yards,  has  the  percentage  of  the  yardage, 
equivalent  to  the  percentage  of  live  stock  allotted  to  the  Erie 
Railway ;  that  is  my  understanding  of  it. 

Q.  And,  therefore,  it  is  quite  immaterial  to  which  yard  the 
cattle  go  ?  A.  It  is  quite  immaterial  to  which  yard  the  cattle 
go  ;  it  is  frequently  the  case,  and  is  every  week— — I  don't 
think  there  is  a  week  but  what  there  are  more  or  less  cattle 
transferred  from  one  yard  to  another ;  for  instance,  cattle 
coming  over  the  Pennsylvania  road ;  the  man  may  be  selling 
cattle  at  the  yards  of  the  Union  Stock  Yard  and  Market  Com- 
pany ;  the  Stock  Yard  companies  have  boats  in  common,  by 
which  they  transfer  these  cattle  back  and  forth  from  one  yard 
to  another  free  of  charge. 

Q.  No  shipper  over  either  of  those  roads  can  get  his  cattle 
free  of  yardage  ?     A.  No. 

Q.  He  must  pay  yardage  ?     A.  Yes,  sir. 

Q.  The  cattle  go  into  the  same  yard  ?  A.  Yes,  sir  ;  under- 
stand me,  if  they  are  delivered  at  the  yards  he  has  to  pay 
yardage. 

Q.  Are  there  any  cattle  that  are  not  delivered  to  the  yards 
that  you  know  of  ?  A.  There  have  been  ;  I  don't  think  there  is 
now  since  this 

Q.  Pooling  arrangement?  A.  No;  don't  understand  me 
that ;  my  recollection'  is  that  prior  to  the  order  of  General 
Patrick,  who  was  appointed  by  the  Governor  to  look  after 
and  protect  the  live  stock  interests  of  the  country  against  the 
pleura-pneumonia  disease,  there  has  been  no  cattle  delivered 
from  the  Hudson  River  Road,  in  the  City  of  New  York,  at 
any  other  place  than  the  yards  of  the  Union  Stock  Yard  & 
Market  Company;  prior  to  that  order  prohibiting  that  de- 
livery, there  were  deliveries  made  at  Thirty-third  street ;  a 
great  many  calves  and  cows  went  there. 

Q.  Were  not  those  deliveries  of  mere  local  cattle,  coming 
from  local  points  on  the  line  of  the  Harlem  Road  and  Hudson 
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EiverEoad?  A.  It  didn't  make  any  difference  where  they 
came  from  ;  if  a  man  wanted  to  ship  his  cattle  there,  and  so 
billed  them,  they  could  go  there. 

Q.  To  Thirty-third  street?     A.  To  Thirty-third  street. 

Q.  Without  payment  of  any  yardage  ?  A.  Without  pay- 
ment of  any  yardage. 

Q.  What  proportion  of  the  cattle  went  in  that  way  ?  A. 
Very  few  I  should  think  ;  not  one  per  cent. 

Q.  The  rest  of  it  went  all  into  the  yards  ?     A.  Yes,  sir. 

Q.  Since  when  has  the  pooling  arrangement  existed  ?  A.  I 
am  under  the  impression  it  was  made  in  1876  ;  I  won't  be  cer- 
tain. 

Q.  The  pooling  arrangement  also  provides,  doesn't  it,  for  an 
agreed  rate  of  yardage  ?     A.  Yes,  sir. 

Q.  That  is  how  much  for  cattle  ?     A.  45  cents. 

Q.  Each  head  ?     A.  Yes,  sir. 

Q.  Immaterial  how  long  or  how  short  a  time  the  cattle  are 
in  the  yards  ?     A.  Yes,  sir. 

Q.  If  a  man  stands  ready  to  get  his  cattle  immediately  on 
its  arrival  here,  he  must  pay  first  as  much  as  the  man  who 
has  had  it  in  the  yard  for  a  week  ?     A.  Yes,  sir. 

Q.  What  is  the  amount  on  hogs  ?     A.  Eight  cents. 

Q.  Each  hog?    A.  I  think  so. 

Q.  What  is  the  amount  on  sheep  ?     A.  I  think  it  is  rive. . 

Q.  What  is  the  amount  on  calves  ?  A.  I  think  it  is  ten 
cents  ;  I  think  these  are  the  current  figures. 

Q.  Does  the  yard  also  provide  for  horses  ?     A.  No,  sir. 

Q.  They  go  to  Bull's  Head?  A.  They  go  to  the  different 
sales  stables  about  the  City  ;  Bull's  Head  or  other  stables. 

Q.  There  is  no  arrangement  by  which  they  are  yarded? 
A.  We  have  no  stables  ;  they  are  not  unloaded  at  the  yards 
at  all. 

Q.  They  are  unloaded  as  other  traffic  is  ?  A.  They  are  un- 
loaded down  town  somewhere  ;  I  don't  know  where ;  Thirty- 
third  street,  I  suppose. 

Q.  What  do  you  charge  by  your  agreed  rate  for  hay  ?  A.  I 
don't  think  we  charge  as  high  as  the  agreed  rate  ;  I  don't 
think  we  do. 

Q.  What  is  the  agreed  rate  ?  A.  I  don't  know  exactly  ;  I 
can  tell  you,  I  think,  what  we  charge. 
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Q.  No :  let  us  know  the  agreed  rate  ?  A.  I  don't  recol- 
lect. 

Q.  Is  that  in  the  pooling  contract  ?  A.  I  think  it  is  ;  I  am 
not  certain. 

Q.  Where  can  we  find  the  agreement  as  to  the  agreed  rate  ? 
A.  Find  it  in  that  contract. 

Q.  If  it  is  not  in  that  contract  where  would  you  find  it?  A. 
If  it  is  not  in  that  contract  there  wasn't  any. 

Q.  How  about  corn  ?     A.  That  is  the  same  as  hay. 

Q.  How  about  all  other  feed,  oats  and  what  not  that  you  may 
use  ?  A.  I  don't  think  there  is  a  great  deal  of  other  feed  used  ; 
feed  is  not  used  tu  so  great  an  extent  at  the  terminus. 

Q.  How  about  straw  for  bedding  cattle?  A.  I  don't  thiuk 
that  is  ever  mentioned  ;  it  is  not  used. 

Q.  Do  you  make  any  allowance  for  manure  ?  A.  I  don't 
understand  your  question,  what  you  are  getting  at ;  I  want  to 
answer  it  and  answer  it  intelligently. 

Q.  Do  you  make  any  allowance  to  the  man  who  drives  his 
cattle  into  your  yards  for  manure  ?     A.  No,  sir. 

Q.  Now,  will  you  tell  us  what  you  charge  for  feed  of  various 
kinds,  and  bedding  ?  A.  I  think  we  charge  $2  a  hundred  for 
hay,  and  I  think  $1.50  a  bushel  for  corn  ;  we  feed  but  very 
little,  anyway. 

Q.  What  is  the  average  length  of  time  that  cattle  remain 
with  you  ? .  A.  Probably  the  average  length  of  time  would  not 
exceed  12  hours  ;  they  get  away  just  as  soon  as  they  are  per- 
mitted to  go  away  ;  I  would  state,  for  the  information  of  the 
Committee,  how  the  business  is  done. 

Q.  Before  you  state,  have  you  oompleted  your  statement  as 
to  what  you  charge  ;  is  it  only  on  hay  and  grain  that  you 
charge  ;  do  you  charge  nothing  for  st)  aw  ?  A.  I  don't  think 
we  ever  sold  a  bale  of  straw  since  we  have  been  in  the  busi- 
ness ;  I  have  no  recollection  of  it ;  we  don't  keep  it,  at  all 
events. 

Q.  Does  hay  and  corn  comprise  the  whole  ;  hog  feed  for  in- 
stance ?      A.  Hogs  don't  eat  hay  ;  they  eat  corn. 

Q.  Anything  else  ?  A.  I  don't  know ;  but  they  would  if 
they  could  get  it ;  we  don't  feed  anything  else. 

Q.  Therefore  your  charges  for  hay  and  corn  comprise  your 
whole  charges,  do  they  ?  A.  No ;  I  don't  mean  to  say  that ; 
we  charge  yardage. 
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Q.  I  mean  in  addition  to  yardage  ?  A.  If  we  feed  any  other 
grain  we  charge  for  it ;  perhaps  we  may  feed  a  little  meal  ;  I 
don't  know. 

Q.  What  is  your  charge  for  meal  ?     A.  I  can't  tell  you. 

Q.  Now,  proceed  and  explain  as  you  proposed  to  ?  A.  The 
cattle  stay  there  on  an  average  of  12  hours ;  they  are  brought 
in  during  the  night  or  early  morning  by  different  roads  and 
the  steamboats  that  ply  up  and  down  the  river,  and  they  all 
land  at  our  place  and  discharge  their  live  stock  ;  the  cattle 
coming  into  New  York  by  the  New  York  Central  Railroad  are 
unloaded  in  Albany  and  fed  there;  tbey  are  loaded  up  in  the 
afternoon  and  early  evening  and  shipped  to  New  York  ;  they 
are  delivered  to  us  during  the  night  and  early  morning ;  those 
cattle  are  seldom  fed  on  their  arrival  there,  having  been  fed 
in* Albany  before  they  left  there. 

By  Mr.  Sackett  : 

Q.  Can  you  state  about  what  proportion  you  think  are  fed  ? 
A.  I  would  not  like  to  state  what  percentage  of  them,  because  I 
could  not  tell ;  it  would  be  a  matter  oi  speculation ;  if  those  cattle 
are  sold,  which  they  are  often  before  sunrise  in  the  morning — 
this  business  commences  as  soon  as  there  is  any  light ;  these 
butchers  and  drovers  are  early  birds  ;  the  cattle  often  leave 
the  yards,  sometimes  don't  remain  there  two  hours,  sometimes 
not  as  long  as  that ;  before  the  order  of  the  Board  of  Health  pro- 
hibiting the  driving  they  were  driven,  and  they  could  be  driven 
in  the  early  morning  ;  if  the  butcher  wants  them  for  slaughter, 
they  are  put  on  to  the  boats  and  immediately  taken  to  his 
slaughter  house  as  soon  as  purchased,  perhaps  not  remaining 
in  the  yards  two  hours,  and  perhaps  they  have  no  feed ;  if  they 
are  not  sold,  however,  they  are  fed  and  remain  over  until  the 
next  market  day,  I  should  judge  an  average  of  twelve  hours ; 
if  they  are  sold  and  do  not  go  off  in  the  early  morning,  they  go 
at  any  time  during  the  afternoon  now  when  they  are  trans- 
ported by  boat ;  previous  to  that  they  had  to  remain  until  the 
night  time,  and  be  driven  in  the  night  through  the  City. 

By  the  Chairman  : 

Q.  Don't  cattle  come  to  your  yards  out  of  condition  for 
market  sometimes,  that  are  kept  and  fed  ?  A.  That  we  have 
no  control  of  and  no  authority  over. 
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Q.  They  are  not  kept  at  your  place  ?  A.  We  don't  under- 
take to  compel  a  man  to  feed  his  cattle  when  he  comes  there  ; 
we  are  not  supposed  to  know  ;  I  know  this  ;  all  the  cattle  that 
we  transport  to  New  York  are  unloaded  and  fed  at  Albany; 
they  get  into  Albany  in  the  morning  ;  they  unload  their  cattle 
there  and  turn  them  out  on  the  sand  hills  there  and  let  them 
rest  and  feed  them  ;  they  are  then  loaded  up,  as  I  stated  be- 
fore, in  the  afternoon  or  early  evening  and  go  to  New  York ; 
those  cattle — I  can't  state  what  per  centage  of  them  ;  but  a 
great  many  ot  them — are  never  fed  again  until  they  go  to  the 
slaughter ;  if  they  are  sold  immediately  on  their  arrival  there 
and  go  off  to  the  slaughter. 

By  Mr.  Steene  : 

Q.  The  yardage  on  hogs  is  also  compulsory — on  all  this 
stock  that  you  have  named?  A.  We  collect  no  yardage  from 
the  consignee  or  consignor  on  hogs. 

Q.  But  you  charge  it  ?     A.  It  is  charged  in  the  freight. 

Q.  Do  you  as  to  cattle  ?     A.  No,  sir. 

Q.  All  charged  in  the  freight  ?     A.  Cattle  are  not. 

Q.  What  do  you  mean  by  cattle  are  not ;  do  you  collect  the 
yardage  ?     A.  We  collect  the  yardage. 

Q.  And  yon  hold  the  cattle  until  the  yardage  is  paid?  A. 
We  try  to  ;  we  don't  always. 

Q.  You  consider  yourselves  as  having  a  lien  on  the  cattle  ? 
A.  We  consider  our  lien  as  good  on  the  cattle,  but  they  some- 
times get  them  away  from  us  before  they  paj-  their  fieight  or 
yardage. 

Q.  But  when  that  is  done  you  consider  yourself  beat  out  of 
the  yardage  ?  A.  Yes,  sir  ;  and  freight  as  well ;  which  we  have 
to  pay. 

Q.  Then  do  you  collect  the  freight  and  the  yardage  ?  A. 
Yes,  sir. 

Q.  Do  you  make  out  a  bill  for  freight  and  a  bill  for  yardage  ? 
A.  Yes,  sir. 

Q.  Or  does  the  bill  come  to  you  from  the  New  fork  Central 
Railroad  Company,  and  then  you  make  out  an  additional  bill 
for  yardage?  A.  A  freight  bill  comes  to  us  ;  in  other  words,  the 
way  bill,  containing  the  back  charges  and  expenses  on  those 
cattle  to  our  place,  to  the  stock  yards ;  those  charges  follow 
from  the  western  starting  point  wherever  they  start  from,  and 
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it  is  often  the  case  that'jjthere  are  large  advances  on  these  cattle; 
we  have  had  cattle  come  to  our  yards  that  were  hardly  worth 
enough  to  pay  the  charges  on  them — would  hardly  bring  enough 
to  pay  the  charges. 

Q.  Are  you  liable  for  the  freight  charges  to  the  company 
when  you  get  the  cattle  ?     A.  We  are. 

By  Mr.  Sackett  : 

Q.  And  for  all  these  advances,  too  ?  A.  All  these  advances ; 
if  we  accept  the  cattle  with  the  advances  we  are  liable  to  the 
company  for  it. 

By  Mr.  Sterne  : 

Q.  What  do  you  mean  by  that — if  you  accept  them?  A. 
If  a  drove  of  cattle  should  come  to  us  with  more  charges  and 
expenses  on  them  than  in  my  judgment  they  were  worth,  I 
should  decline  to  take  them  and  become  responsible  for  more 
money  than  I  thought  the  cattle  were  worth. 

Q.  Then  you  have  an  option,  haven't  you,  as  to  whether  you 
choose  to  take  them  or  not  ?  A.  No  option  whatever  with  the 
company. 

Q.  You  must  take  them  ?  A.  We  are  so  obliged  by  our 
contract  with  the  company. 

Q.  Didn't  you  just  now  state  that  you  would  decline  to  take 
them  ?  A.  I  say  we  would  if  that  was  the  case  ;  I  would  not 
obligate  myself  to  take  the  property  and  become  responsible 
for  the  charges  where  I  knew  the  property  would  not  repay 
me. 

Q.  Then  you  have,  haven't  you,  a  right  to  refuse  to  take 
cattle  into  your  yard  ?  A.  I  don't  think  we  have,  under  that 
contract. 

Q.  And  yet  you  would  do  it  ?     A.  I  should  try  to  do  it. 

Q.  Was  there  ever  such  a  case  ?  A.  No,  I  don't  think  there 
ever  has  been  such  a  case ;  but  I  have  known  instances  where 
the  stock  would  hardly  pay  the  expenses. 

Q.  Then  you  have  never  actually  been  subjected  to  any  loss, 
have  you,  by  reasons  of  the  cattle  not  being  worth  the  expenses? 
A.  No. 

Q.  That  is  only  a  possible  contingency  ?  A.  That  is  a  pos- 
sible contingency. 
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Q.  How  long  is  it  that  this  system  has  prevailed  of  pooling 
yardage  ?     A.  I  told  you,  I  think,  it  was  in  1876. 

Q.  It  prevails  now  ?     A.  Yes,  sir. 

Q.  Had  not  the  breaking  up  of  the  evener  system  something 
to  do  with  breaking  that  up  ?  A.  It  has  not ;  it  has  not  done 
it,  from  the  fact  that  we  have  another  arrangement  by  which 
the  live  stock  is  evened  ;  I  think  it  would  have  been  broken 
up  if  it  had  not  been  for  the  other  arrangement. 

Q.  The  other  arrangement  that  you  now  speak  of  is  the  ar- 
rangement between  the  railway  companies,  by  which  each  man 
acts  as  his  own  evener ;  is  that  it  ?  A.  It  is  the  arrangement 
between  the  railway  companies  by  which  each  man,  if  he  ships 
as  directed,  receives  the  net  rate ;  and  by  reason  of  that,  each 
road  gets  its  percentage  of  cattle. 

Q.  If  he  ship  as  directed  :  what  do  you  mean  by  that?  A. 
I  mean  this :  at  all  the  western  terminal  points — common  ter- 
minal points — from  which  cattle  are  shipped,  there  is  one 
agent. 

Q.  Appointed  by  the  railways  ?  A.  Appointed  by  the  rail- 
ways. 

Q.  A  joint  agent  ?  A.  A  joint  agent ;  that  is  the  name  of 
his  office  ;  he  is  appointed  by  the  railways,  and  he  has  charge 
of  directing  this  business ;  and  he  is  furnished  every  day  with 
the  shipments  over  each  and  every  road  emanating  from  that 
point;  any  road  being  short  of  its  allotted  percentage,  he 
directs  shipments  to  be  made  over  that  road  ;  in  case  the  man 
so  directed  refuses  to  ship,  he  does  not  receive  the  net  rate. 

Q.  Have  you  ever  heard  of  the  New  York  and  New  Jersey 
Provision  Dealers'  Association  ?  A.  No ;  that  is  a  new  firm 
to  me. 

Q.  You  never  heard  of  any  organization  for  the  purpose  of 
creating  a  yard  and  building  a  yard,  to  do  yardage  at  less  rates 
than  your  agreed  rates  ?     A.  I  never  did,  sir. 

Q.  You  never  knew  of  any  attempt  to  do  that,  and  that  at- 
tempt being  crushed- out  by  the  railways?     A.  No,  sir. 

Q.  Or  any  offer  being  made  to  the  railways  ?  A.  I  never 
did. 

Q.  Do  you  know  who  McPherson's  partners  are  in  the  cattle 
business,  or  in  the  profits  of  his  yards  ?     A.  I  do  not. 

Q.  Haven't  you  stated  to  various  people  that  Mr.  Jewett 
78 
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was  interested  with  him  ?  A.  No,  sir  ;  I  never  did ;  most 
emphatically. 

Q.  What  dividends  does  your  company  declare? 

Mr.  Waehen — That  we  object  to  ;  how  is  that  important  in 
this  investigation  ? 

The  Chairman — Have  you  the  books  here  ? 

Mr.  Sackett — They  are  not  here. 

The  Chairman — Will  you  give  us  the  books  ? 

Mr.  Warren— Yes. 

The  Chairman — We  will  examine  these  books  and  see  what 
this  dividend  is,  and  if  it  is  an  unreasonable  dividend  we  will 
make  it  public. 

By  Mr.  Sterne  : 

Q.  Does  your  stock  book  show  the  dividend  ?  A.  I  am  not 
able  to  tell. 

Q.  What  book  is  there  in  your  office  which  shows  the 
declaration  of  the  dividend  and  the  amount  paid?  A.  I  can- 
not tell  you;  I  have  nothing  to  do  with  the  books  whatever;  I 
am  not  a  bookkeeper  :  have  nothing  to  do  with  it ;  we  have  a 
bookkeeper  who  is  thoroughly  competent. 

Q.  Do  you  know  personally  what  the  dividend  is ;  I  do  not 
ask  you  now  what  it  is?     A.  I  should  judge  I  did. 

Q.  You  know  ?     A.  Yes,  sir. 

Q.  Have  you  received  that  dividend  upon  your  own  stock, 
whatever  it  is  ?  A.  Yes,  sir  ;  all  that  has  been  paid ;  I  know 
for  some  two  or  three  years  we  did  not  pay  any  ;  I  know  that. 

Q.  Is  that  because  you  did  not  earn  it  or  because  you  were 
accumulating  the  money  ?     A.   Because  we  did  not  earn  it. 

Q.  What  change  is  there  in  the  maiket  which  enables  you 
to  earn  the  dividend  now  that  you  did  not  earn  before  ?  A. 
Business  has  increased  with  us. 

Q.  Did  it  increase  by  reason  of  the  agreement  with  McPher- 
son  to  abandon  the  Oak  Cliff  yards  ?     A.  I  don't  think  so. 

Q.  Did  it  increase  because  the  Oak  Cliff  yards  were  aban- 
doned? A.  We  were  subjected  during  the  first  two  or  three 
years  of  our  operations  there  to  expenses  for  providing  facili- 
ties for  getting  in  cattle  and  getting  the  cattle  away  from  there; 
we  were  spending  some  money  for  dock  expenses  and  things  of 
that  kind,  which  we  were  forced  to  do  and  compelled  to  do  ; 
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we  built  a  bulkhead  and  put  up  some  new  structures  and 
things  of  that  kind,  which  absorbed  everything  we  had. 

Q.  You  mean  of  your  earnings  ?  A.  Of  our  earnings,  and 
perhaps  a  little  more. 

Q.  That  entered  into  a  sort  of  construction  account,  didn't 
it  ?  A.  I  don't  think  it  was  put  into  construction  account ;  I 
have  no  recollection  ;  I  don't  know  anything  about  bookkeep- 
ing myself. 

Q.  Do  you  keep  a  construction  account?  A.  I  can't  tell 
you. 

Q.  Do  you  know  how  much  that  amounted  to  ;  this  build- 
ing a  dock  ?     A.  I  do  not. 

Q.  Approximately  ?     A.  I  cannot  tell. 

By  Mr.  Sackett  : 

Q.  Do  you  mean  that  was  on  your  own  property?  A.  Yes, 
sir ;  on  our  own  property. 

Q.  It  was  not  the  railroad  property?  A.  A  portion  of  this 
property  which  we  occupy  belongs  to  the  stock  yard,  in  fee, 
which  they  bought  and  paid  for. 

By  Mr.  Sterne  : 

Q.  Since  this  conversation  that  you  testified  to  with  Com- 
modore Vanderbilt  ?  A.  Since  the  conversation  I  testified  to 
with  Commodore  Vanderbilt. 

Q.  Since  the  contract  made  with  the  Central  Railroad  Com- 
pany ?     A.  I  should  think  it  was  since. 

Q.  How  much  property  was  it  that  you  thus  acquired  ?  A. 
One  block  of  ground  from  Eleventh  avenue  to  the  Hudson 
river,  between  Fifty-eighth  and  Fifty-ninth  streets. 

Q.  How  much  money  was  expended  upon  that  ?  A.  I  can't 
tell  you. 

Q.  Approximate^  ?     A.  I  can't  tell  you. 

Q.  Were  you  not  President  during  the  whole  of  that  time? 
A.  During  the  time  that  the  money  was  expended  on  it  per- 
haps I  was,  but  I  gave  the  stock  yards  very  little  attention  ; 
the  Treasurer,  who  is  now  absent,  sick,  managed  and  controlled 
the  stock  yards  almost  exclusively ;  my  whole  time  was  de- 
voted to  the  business  for  which  I  was  employed,  by  the  New 
York  Central  Railroad. 

Q.  Do  you  mean  us  to  understand,  that  you  do  not  know 
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■what  was  paid  for  the  land  which  was  acquired  since  you  were 
President  of  that  stock  yard  company  ?  A.  Yes ;  I  know  what 
we  agreed  to  pay  for  it. 

Q.  Didn't  you  pay  what  you  agreed  to  pay  for  it  ?  A.  Is 
that  a  proper  question  to  ask  me,  I  would  submit  to  the  Chair- 
man ?  I  don't  know  that  there  is  any  objection  to  answer- 
ing it. 

Q.  It  is  property  acquired  by  this  company  since  it  made 
this  contract?     A.  It  is  our  own  private  property. 

The  Chairman — "Will  the  stenographer  read  the  mooted 
question  ? 

The  question  was  read,  as  follows  : 

"  Didn't  you  pay  what  you  agreed  to  pay  for  it  ?" 

By  the  Chairman  : 

Q.  You  did,  didn't  you,  Mr.  Dutcher  ?  A.  I  presume  so  ; 
we  satisfied  the  parties  from  whom  we  bought  it. 

Mr.  Sterne — Mr.  Dutcher  says  he  knows  what  he  agreed  to 
pay  for  it ;  now,  we  want  to  know  what  he  paid  for  it  ? 

The  Witness — That  is  property  owned  by  this  company 
entirely  outside  of  anything  that  the  railroad  company  ever 
had  anything  to  do  with  ;  if  it  is  a  proper  question  and  I  am 
compelled  to  answer  it,  I  shall  answer  it. 

By  Mr.  Grady  : 

Q.  What  is  the  objection  to  answering  it  ?  A.  I  don't  know 
of  any  in  the  world. 

The  Chairman — It  don't  seem  to  us  that  there  can  be.  Let 
us  have  the  answer. 

The  Witness — I  said  I  knew  what  we  paid  for  it ;  I  am  un- 
der the  impression  that  it  was  ;  well,  I  don't  know  that  I  do 
know  positively  now  ;  it  was  either  $200,000  or  $250,000  which 
we  agreed  to  pay ;  I  don't  know  positively.  \ 

By  Mr.  Sterne  : 

Q.  Did  you  put  up  any  structures  on  that  property  ?  A. 
Yes,  sir. 

Q.  What  did  you  pay  for  those  ?     A.  I  can't  tell  you. 

Q.  Approximately  ?     A.  I  can't  tell  you. 

Q.  Is  there  any  book  that  can  tell  ?  A.  I  don't  know  whether 
there  is  or  not. 
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Q.  Have  you  any  accounts  in  your  office  by  which  you  can 
tell  ?  A.  I  presume  there  are  ;  I  don't  know  ;  I  don't  pay  any 
attention  to  that  part  of  the  business  at  all ;  our  bookkeeper 
has  entire  charge  of  it ;  that  is  a  matter  of  bookkeeping ;  I 
presume  he  can  tell. 

Q.  What  is  the  name  of  the  bookkeeper?  A.  William  H. 
Doughty. 

Q.  Where  are  those  books  kept  ?  A.  I  presume  at  the  office 
of  the  company. 

Q.  Where  is  that  ?  A.  At  the  yards  ;  the  office  is  at  Sixty- 
first  street,  between  the  Hudson  River  Railroad  and  the  Hud- 
son river. 

Q.  What  structures  are  there  that  have  been  put  up  on  that 
property  ?  A.  I  think  sheds,  and  the  bulkhead  which  I  spoke 
of,  has  been  built. 

Q.  Did  that  require  extensive  filling  in?  A.  Yes;  consider- 
able back  of  it;  that  was  mostly  done  gratuitously  ;  we  made 
a  free  dump  of  it,  and  got  almost  all  of  it  filled  in  that  way. 

Q.  By  the  City  authorities  ?  A.  I  don't  know  ;  somebody 
put  the  dirt  in  there. 

Q.  Did  you  put  up  a  sort  of  a  hotel  on  that  property  ?  A. 
No,  sir. 

Q.  A  place  where  cattle  drovers  and  others  can  live  during 
the  night  ?     A.  That  was  on  the  property  we  leased. 

Q.  That  is  on  the  property  of  the  Hudson  River  Railroad  ? 
A.  Yes,  sir. 

Q.  That  is  not  on  yours  ?     A.  No,  sir. 

Q.  How  much  do  you  think,  on  the   whole,  you  have  im- 
proved that   property  that  you    bought  for   $250,000  ?    A.  I 
couldn't  tell  you  ;  I  don't  want  to  give  an  opinion  about  that. 
'     Q.  Did  you  increase  your  capital  stock  any  ?    A.  No,  sir. 

Q.  When  did  you  pay  for  that  property  ?  A.  That  I  can- 
not tell  you. 

Q.  When  did  you  buy  it  ?  A-  I  want  to  say  to  you  that 
until  within  a  year,  during  the  absence  by  sickness  of  the 
Treasurer  of  that  company,  I  gave  it  very  little  attention,  and 
know  nothing  of  the  detail  about  it  at  all ;  he  looked  after  it 
entirely,  exclusively,  although  I  was  President  of  it ;  he  was 
its  Treasurer,  and  gave  bonds  for  the  performance  of  his  duty, 
and  had  the  custody  of  the  funds,  and  had  the  full  charge  and 
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direction  and  management  of  the  property  ;  my  time  was  all 
taken  up  in  other  matters. 

Q.  Were  those  other  matters  the  matters  connected  with  the 
New  York  Central  &  Hudson  Eiver  Eailroad  Company  ?  A. 
They  were. 

Q.  In  relation  to  its  cattle  business  ?     A.  Yes,  sir. 

Q.  Is  Eastman  connected  with  your  yardage ;  has  he  an  in- 
terest in  your  yardage  ?     A.  He  is  a  stockholder. 

Q.  Largely  ?     A.  Not  very ;  no,  sir. 

Q.  He  is  the  cattle  evener,  isn't  he  ?     A.  He  was, 

Q.  Is  Allerton  connected  with  your  company  ?     A.  No,  sir. 

Q.  Is  he  a  stockholder  ?     A.  No,  sir. 

Q.  Are  any  of  the  others  ?-ho  are  known  as  cattle  eveners  con- 
nected with  your  company  in  any  capacity,  as  stockholders  or 
as  officers  ?     A.  I  don't  think  so. 

Q.  Are  you  interested  at  all  with  Eastman  in  his  slaughter- 
ing house?     A.  No,  sir  ;  I  am  not. 

Q.  You  have  no  interest  in  beef  at  all  ?  A.  I  have  not  the 
slightest  personal  interest  in  any  of  Mr.  Eastman's  business— 
the  shipping,  slaughtering  or  anything  else— or  any  other  man's 
business.  , 

Q.  Have  you  any  interest  in  refrigerating  cars  ?     A.  No,  sir. 

Q.  Do  you  know  anything  of  the  refrigerating  car  business? 
A.  I  have  heard  something  about  it. 

Q.  Let  us  hear  what  you  have  heard  about  it  ?  A.  I  have 
heard  a  great  deal  about  it  in  the  last  few  years. 

Q.  What  ?  A.  The  competition  that  we  have  had  to  con- 
tend with  against  the  Grand  Trunk. 

Q.  Who  controls  those  refrigerating  cars  ?  A.  I  think  the 
Grand  Trunk  Railroad ;  that  is  my  impression. 

Q.  Those  that  run  over  your  line  ?  A.  No,  sir ;  they  don't 
run  over  our  line. 

Q.  You  have  charge  of  half  of  the  Hudson  River  Railroad 
Company,  and  get  $10,000  a  year  for  it  ?     A.  Yes,  sir. 

Q.  Of  their  cattle  shipments  ?     A.  Yes,  sir. 

Q.  Haven't  you  likewise  charge  of  their  shipments  of  beef  ? 
A.  I  have  not  charge  of  their  shipments  of  beef;  that  is  done 
in  the  freight  office,  although  that  question  comes  up  at  the 
meetings  where  live  stock  rates  are  discussed,  and  at  other 
meetings ;  I  have  heard  it  discussed,  but  I  have  no  charge  of 
it  whatever. 
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Q.  Do  you  know  who  owns  the  refrigerating  cars  on  your 
line?     A.  I  do  not;  no. 

Q.  Have  you  any  suspicion  as  to  who  owns  them  ?  A.  I 
don't  know  ;  I  would  not  like  to  answer  that  question,  for  I 
don't  know  anything  about  it ;  I  know  the  Merchants'  Des- 
patch have  got  a  good  many  ;  I  don't  know  how  many — any- 
thing about  it  ;  they  have  a  large  number  of  refrigerator  cars. 

Q.  Do  you  know  of  any  that  run  the  line  of  your  road  that 
belong  to  private  individuals,  and  on  which  you  pay  trackage  ? 
A.  No  ;  I  do  not ;  I  don't  say  there  is  not ;  but  I  know  of  none. 

Q.  At  the  discussions  that  you  have  heard,  haven't  you 
heard  officers  of  the  Railway  Company  express  their  knowl- 
edge upon  the  subject  as  to  who  owns  these  refrigerating 
cars  V  A.  I  don't  know  that  I  have  ;  Mr.  Bhmchard  probably 
can  tell  you  more  about  the  refrigerating  business  than  I  can  • 
that  does  not  come  under  my  jurisdiction. 

Q.  Mr.  Blanchard  is  not  connected  with  your  road;  is  he? 
A.  No,  sir ;  but  he  can  tell  you  about  the  refrigerating 
business  ;  I  think  he  knows  all  about  it ;  I  don't  know  much 
about  it  myself. 

Q.  "Would  he  know  about  the  refrigerating  business  over  the 
New  York  Central  Road,  as  well  as  over  the  Erie  ?  A.  I  think 
he  would  be  likely  to  know. 

Q.  Why  would  he  be  likely  to  know;  is  there  any  pooling 
about  the  refrigerating  business  ?  A.  I  don't  think  there  is, 
but  I  don't  think  we  have  much  business  on  the  New  York 
Central  but  what  he  knows  something  about  who  does  it. 

Q.  More  than  I  he  officers  of  your  corporation?  A.  No;  I 
don't  say  that. 

Q.  Isn't  it  your  business  to  know  it,  much  more  than  Mr. 
Blanchard' s  ?  A.  No,  it  is  not  my  business  to  know  about  the 
refrigerator  cars  ;  if  I  knew  who  owned  these  refrigerator  cars 
I  would  tell  you ;  I  have  no  motive  for  concealment,  not  the 
slightest  ;  I  want  to  give  you  all  the  information  I  can  in  re- 
ference to  it. 

Q.  What  was  your  connection  with  the  New  York  Central 
Railroad,  or  the  Harlem  Railroad,  before  you  took  office  ?  A. 
I  was  a  Director  of  the  Harlem. 

Q.  Did  you  spend  a  considerable  part  of  your  time,  while 
Director  of  the  Harlem,  at  Albany  every  winter  ?  A.  I  don't 
recollect  that  I  did ;  I  may  have  been  there  some. 
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Q.  Wasn't  it  a  part  of  your  function  to  look  after  legislation  ? 
A.  No,  sir. 

Q.  Well,  after  legislators  then  ?     A.  No,  sir. 

By  the  Chairman  : 

Q.  This  cattle  ovener  arrangement  was  not  a  success,  was  it, 
so  far  as  the  railroads  were  concerned?  A.  Yes;  I  think  it 
was,  so  far  as  the  railroads  were  concerned. 

Q.  Why  did  Mr.  Vanderbilt  testify  that  he  spent  so  much 
money  to  break  it  up,  if  it  was  a  success  ?  A.  Mr.  Vanderbilt, 
I  think,  in  his  testimony  stated  that  he  found  out  he  was  being 
cheated,  as  the  reason  why  he  broke  it  up. 

Q.  He  said  it  was  a  fraud  ;  I  think  that  was  the  expression 
be  used  ?  A.  I  understood  him  to  say  he  found  out  he  was 
being  cheated ;  "  that  we  were  being  cheated  " — that  was  his 
remark  ;  I  recollect  it  distinctly.  ^ 

By  Mr.  Sterne  : 

Q.  Didn't  it  throw  the  business  into  the  hands  of  a  few  peo- 
ple ?     A.  Not  necessarily. 

Q.  Actually?  A.  Practically  those  men  did  a  good  deal  of 
business  ? 

By  the  Chairman  : 

Q.  Didn't  it  practically  give  them  a  monopoly  of  the  busi- 
ness?    A.  No  ;  not  necessarily,  I  don't  think  it  did. 

Q.  Not  necessarily,  but  actually,  did  it  not ;  weren't  they  by 
far  the  largest  shippers  there  were  in  the  country?  A.  They 
may  have  been  the  heaviest  shippers,  although  we  had  some 
very  heavy  shippers  besides  them. 

Q.  Wasn't  it  at  your  suggestion  that  it  was  broken  up,  and 
didn't  you  suggest  the  substitute?  A.  I  suggested  the  substi- 
tute. 

Q.  And  you  did  that  because  you  thought  it  was  better? 
A.  Yes,  sir. 

Q.  And  more  in  the  interests  of  the  lailroad?  A.  I  did;  I 
did  not  think  it  was  possible  for  us  to  continue  any  longer  under 
the  other  ;  matters  had  got  into  that  shape  that  there  seemed 
to  be  distrust  existing  between  the  roads,  and  we  thought  and 
the  Erie  thought  that  the  Pennsylvania  was  not  playing  square 
with  us ;  that  is  my  understanding. 
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Q.  Won't  you  tell  me  just  how  ;  I  know,  I  think  I  do— but 
I  want  you  to  state  here,  generally,  and  concisely  as  you  can, 
just  how  these  eveners  concentrate  and  distribute  this  business  V 
A.  To  go  into  the  history  of  that ;  I  suppose  I  ought  to  com- 
mence back  a  little,  if  you  want  it. 

Q.  We  would  like  a  history,  but  make  it  as  brief  as  you  can  ? 
A.  Prior  to  the  arrangement  made  with  those  eveners  there  was 
a  very  strong  competition  existing  for  the  control  of  this   live 
stock  traffic ;  the  Pennsylvania  Railway  Company   had  their 
yards   at  Harsimus   Cove,  the   Erie  Railway    Company   had 
theirs,  and  the  New  York    Central  theirs  ;  the  Grand   Trunk 
Railway  Company  were  making  a  desperate  effort  at  this  time 
for  the  control  of  the  export  business  of  the  country,  and  were 
doing  the  principal  part  of  it ;  the  Michigan  Central  Railroad 
at  that  time  was  working  in  harmony  and  in  connection  with 
the  Grand  Trunk  ;  we  had  no  means  of  knowing  or  ascertain- 
ing anything  about  what   rates  were  charged    or  obtained    by 
that  line   from  Chicago   to   Boston,  and    other   New    England 
points — to   Montreal,  Quebec,  and  all  those  points — terminal 
shipping  points  ;  our  rates  during  the  two   years  prior  to  the 
evening  arrangement  had  run  very  low,  so  low  that  there  could 
not      possibly    have    been     any    money     to      the     company 
in  transporting    cattle,  and    it    was    done    by   reason  of  this 
fearful    competition ;    this    method    was    devised  for    divid- 
ing the    live    stock    traffic   between     the    three   lines,    with 
a    view    of  a   maintenance  of  some  paying  rate  which  would 
be  remunerative  to  the  companies  ;  these  three  men,  being 
responsible  men  in  the  live  stock   business,  were  selected  as 
men  competent  and  able  to  do  that,  and  they  did  it  for  a  long 
time  to  the  satisfaction  of  the  companies,  so  far  as  the  com- 
panies were  concerned  ;  that  is  my  recollection  of  it ;  and  when 
one  of  the  roads  ran  behind  the  percentage  allotted  to  it  in 
that  agreement,  they  were  called  upon  to  make  that  up,  and  at 
times  were  compelled  to  make  very  heavy  shipments  in  order 
to  do  it — to  go  into  the  market  and  buy  the  cattle  ;  at  other 
times  their  shipments  were  not  so  heavy  ;  Mr.  Eastman  was 
selected  by  the  New  York  Central  as  their  man  to  whom  they 
could  apply  if  they  felt  aggrieved  and  did  not  get  their  percent- 
age of  the  business  ;  Mr.  Morris  by  the  Erie,  and  Mr.  Allerton, 
I  think,  by  the  Pennsylvania  ;  they  commenced  this  business, 
if  my  recollection  serves  me  right,  in  June,  some  time,  1875  ; 
79 
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I  think  it  was  continued,  not  under  the  original  agreement,  but 
under  some  subsequent  agreement,  up  to  the  14th  of  April  of 
the  present  year ;  I  think  that  was  the  last  shipment  that  we 
paid  any  money  on  to  the  eveners  ;  that  is  my  impression. 

Q.  I  want  to  ask  you  whether  the  giving  of  these  cattle 
eveners  the  control  of  all  these  roads  did  not  virtually  give 
them  control  of  the  shipments ;  how  could  it  make  any  differ- 
ence to  a  man  how  the  cattle  were  shipped,  provided  they  were 
shipped  at  the  same  terms";  in  other  words,  wouldn't  they 
bring  them  all  into  their  yards  or  under  their  control  and  dis- 
tribute them  just  as  they  had  a  mind  to,  practically  ?  A.  No; 
I  think  not ;  they  went  into  the  market  in  the  west  and  bought 
these  cattle  when  they  were  called  upon  to  buy  them,  and  by 
reason  of  their  having  to  buy  so  many,  to  do  the  evening  they 
got  to  be  large  shippers. 

Q.  Wasn't  it  just  as  easy  to  restrain  the  shipments  over  one 
road  as  it  was  to  increase  them  over  another'?  A.  By  increas- 
ing it'over  one  you  restrain  it  over  another. 

Q.  And  in  that  way  they  evened  it?  A.  In  that  way  they 
evened  it. 

Q.  I  haven't  any  idea  that  these  gentlemen  evened  up  the 
cattle  traffic  by  going  into  the  market  and  buying  the  differ- 
ences so  as  to  make  it  even?  A.  Going  into  the  market  and 
buying  the  cattle? 

Q.  Yes.     A.  Most  certainly;  they  were  compelled  to  do  it. 
Q.  They  were,  if  such  a  contingency  as  that  arose,  but  they 
prevented  any  such  contingency  arising,  didn't  they  ?     A.  Oh, 
no  ;  they  were  compelled  to  do  it. 

Q.  Didn't  they,  in  almost  all  instances,  prevent  any  such 
contingency  by  controlling  the  shipments  in  advance  ?  A.  They 
could  not  control  outside  shipments  ;  the  outside  shippers  they 
had  no  control  over  whatever;  they  shipped  where  they 
pleased  ;  if  they  concentrated  on  any  one  line  these  eveners — ■ 
and  by  that  reason  the  other  lines  did  not  get  their  percentage, 
the  eveners  were  compelled  to  make  up  that  percentage  to  the 
other  lines. 

By  Mr.  Stebne  : 

Q.  Within  what  time  ?     A.  Since  the  21st  of  June. 

Q.  Within  what  time  were  they  compelled  to  make  it  up; 
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weren't  there  monthly  settlements?     A.  Monthly  settlements  ; 
that  is  my  recollection. 

By  the  Chairman  : 

Q.  What  proportion  did  the  outside  shipments  bear  to  the 
shipments  of  the  eveners?  A.  I  couldn't  tell  now  ;  my  opin- 
ion is  over  the  New  York  Central  Road  ;  the  eveners  did  not 
ship  say  one-third  of  the  cattle  ;  that  is  my  judgment;  I  could 
tell  exactly  if  I  was  in  my  office  ;  if  you  had  asked  me  for  the 
information,  I  would  have  brought  it  to  you  ;  I  will  furnish  it 
to  you. 

Q.  Well,  do  ;  was  not  this  evening  contrivance  simply  an 
agreed  upon  substitute  on  the  part  of  the  railroads  to  take 
the  place  of  some  restraint  by  law  or  some  regulation  on  the 
part  of  the  Government?     A.  I  don't  know ;  I  think  not. 

Q.  The  object  was  the  same,  I  mean  ;  it  was  intended  to 
accomplish  the  same  result  ?  A.  It  was  intended  to  accom- 
plish what  it  did  accomplish — to  enable  the  railroad  companies 
to  get  some  compensation  for  doing  this  business  that  would  be 
remunerative  to  them  ;  they  had  been  doing  it  for  two  years — 
I  don't  say  two  years  all  the  time,  but  the  rates  had  rundown. 

Q.  It  was  to  save  themselves  from  their  own  ruinous  and 
reckless  competition  ?     A.  Yes  ;  that  was  the  effect  of  it. 

By  Mr.  Steene  : 

Q.  It  was  $20  a  car,  wasn't  it,  at  first?  A.  No  ;  it  wras  $15  ; 
the  first  arrangement  was  1\  cents  a  hundred  or  $15  a  car, 
20,000  pounds  being  the  minimum. 

Q.  We  have  the  testimony  here  of  Mr.  Vilas,  that  it  was  $20 
a  car  at  first  ;  is  he  wrong  about  that  ?     A.   Yes,  sir. 

Q.  Or  is  he  more  likely  to  be  right  ?  A.  I  think  Mr.  Vilas 
could  not  have  stated  it  that  way  ;  ihere  must  be  some  mistake, 
I  think  his  testimony  was — I  have  not  read  it  though — $15  a 
car  ;  that  was  1\  cents  a  hundred,  which  is  equivalent  to  $15 
a  car. 

Q.  And  it  remained  at  that  how  long?  A.  I  think  until 
about  the  1st  of  last  September. 

Q.  And  then  it  was  reduced?     A.  It  was  reduced. 

Q.  To  $10  a  car  ?  A.  Yes,  sir ;  this  arrangement  had  be- 
come, so  far  as  the  New  York  Central — I  only  speak  for  the 
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New  York  Central,  and  I  know  the  Erie  felt  in  the  same  -way- 
somewhat  obnoxious  to  the  company;  we  had  a  meeting  at 
Long  Branch,  I  think  in  the  month  of  July  ;  I  know  I  was 
away,  and  was  called  home  to  attend  it ;  the  New  York  Cen- 
tral went  there  with  the  purpose,  and  I  think  the  Erie,  too,  of 
trying  to  get  rid  of  it  and  devise  some  other  means  for  having 
this  business  done;  the  Pennsylvania  people,  as  I  understand 
it,  backed  by  their  western  connections,  were  anxious  to  con- 
tinue it ;  failing  to  get  any  other  scheme  adopted,  we  broke  up 
without  doing  anything,  and  adjourned  to  meet  at  Saratoga  in 
August  some  time,  and  we  did  meet  there,  when  a  new  ar- 
rangement was  made  to  give  $10  per  car  instead  of  $15,  which 
took  effect  —went  into  operation,  if  I  recollect  aright,  on  the 
1st  of  September  last. 

Q.  Were  you,  during  that  period  of  time,  while  the  cattle 
evener  business  continued  or  existed,  yourself  in  the  cattle 
business  ?  A.  No,  sir  ;  to  no  greater  extent  than  I  bought  to 
put  on  my  farm,  which  was  a  few  in  number. 

Q.  So  you  don't  know  whether  or  not  the  market  price  in 
New  York  during  that  period  of  time  was  as  much  more  as  the 
gross  freight  charge,  compared  with  the  Chicago  price  for 
cattle?  A.  I  don't  know  of  my  own  knowledge;  I  don't  know 
that  I  understood  you  ;  let  me  get  the  question  again. 

Q.  (Repeated.)  A.  What  you  wanted  to  get  at  was  this : 
whether  the  Chicago  prices  and  the  freight  charges  com- 
bined  

Q.  Represented  the  price  of  cattle  in  New  York  ?  A.  That 
represented  the  price,  but  you  asked  whether  the  selling  price, 
or  market  price  in  New  York,  was  equivalent  to 

Q.  To  the  Chicago  price  plus  the  gross  freight  charge?  A. 
I  have  understood — I  don't  know  anything  about  it  of  my  own 
knowledge. 

Q.  If  you  don't  know  anything  about  it,  I  will  not  inquire 
about  it  from  you.     A.  No  ;  I  do  not. 

Q.  Can  yon  tell  us  from  your  own  personal  experience  in  re- 
lation to  the  cattle  business,  what  the  effect  of  the  breaking  up 
of  the  evening  system  has  been  in  the  shipments  to  the  even- 
ers?     A.  In  the  shipments  of  the  eveners  ? 

Q.  Of  the  eveners  to  the  eveners,  or  of  the  eveners  to  other 
people?  A.  I  don't  think  anybody  shipped  any  cattle  to 
them  ;  they  shipped  their  own  cattle. 
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Q.  What  has  been  the  effect ;  you  do  the  yarding,  what 
has  been  the  effect  of  the  breaking  up  of  the  evener  system  on 
the  evener  shipments  ?  A.  I  am  under  the  impression  that  the 
outside  shippers  are  perhaps  now,  at  present,  shipping  more 
cattle  ;  the  eveners  are  not  shipping  as  many  cattle,  from  the 
fact  that  they  are  not  called  upon  to  ship. 

Q.  No  matter  what  the  fact  is.  A.  I  wish  to  state  that  we 
used  to  call  upon  them  to  ship  heavily  ;  I  want'  to  do  no  injus- 
tice to  anybody. 

Q.  When  you  say  you  used  to  call  upon  them,  was  it  your 
duty  to  call  upon  them  ?     A.  Yes,  sir. 

Q.  The  Committee  would  iike  to  know  how  frequent  those 
calls  were,  and  to  what  amount,  as  compared  with  the  whole 
shipments.  A.  Every  week  ;  I  think  on  every  Monday,  I  used 
to  send  to  each  one  of  these  eveners  a  statement  of  the  re- 
ceipts over  the  New  fork  Central  Eoad,  as  well  as  a  state- 
ment of  the  receipts  over  the  other  lines,  which  were  ex- 
changed between  the  different  companies. 

Q.  That  we  have  from  the  companies.  A.  I  used  to  do  that, 
and  give  them  notice. 

Q.  No,  no  ;  I  understand  that ;  we  want  to  know  with  what 
degree  of  frequency  it  was  necessary  for  you  to  call  upon  your 
eveners  to  make  good  shipments  which  you  were  deficient  in, 
and  what  amount  of  cattle  that  was  compared  with  the  whole 
shipment  ?  A.  I  could  not  tell  how  frequently  that  occurred, 
because  I  was  constantly  giving  them  notice  every  week,  and 
they  would  act  on  those  notices  without  being  called  upon  often 
by  the  representative  of  the  company  ;  the  notices  that  we  gave 
them  showed  the  difference,  and  then  they  would  act  on  those 
notices  without  being  called  upon  by  the  representative  of  the 
company. 

Q.  Was  that  monthly  or  weekly  ?     A.    Weekly. 

A.  Your  settlements  were  but  monthly?  A.  The  settle- 
ments were  monthly  ;  the  balances  were  struck  then,  and  the 
settlements  were  made,  provided  the  lines  were  all  satisfied. 

Q.  Was  there  any  occasion  when  you  were  required  to  de- 
duct from  the  gross  amount  to  which  your  evener  was  entitled 
($15  a  car)  any  sum  of  money  for  the  deficiency  of  freight 
earnings  on  the  part  of  your  road  ?  A.  No  ;  we  did  not  pay 
until  we  were  satisfied  with  our  percentage. 

Q.  Was  there  ever  any  occasion  that  you  were  required  to 
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deduct  any  sum  of  money  because  you  did  not  get  your  requi- 
site shipment?     A.  I  don't  recollect  of  any. 

Mr.  Blanchard— Mr.  Sterne,  I  wish  to  call  your  attention 
to  the  fact  that  Mr.  Vilas'  testimony  was  $15  a  car,  and  not 
$20. 

Mr.  Sterne — I  thought  it  was  $20  ;  I  see  it  is  as  you  say. 

By  Mr.  Warren  : 

Q.  "What  source  is  the  business  of  the  Union  Stock  Yard 
Company  derived  from  ?  A.  The  business  of  the  Union  Stock 
Yard  Company  is  derived  from  the  live  stock  corning  over  the 
New  York  Central,  from  the  Hudson  River  boats,  from  stock 
coming  over  the  Erie,  over  the  Pennsylvania,  over  the  New 
Haven  Road  from  Connecticut  and  Eastern  States,  and  some 
is  driven  to  us  from  country  points. 

By  Mr.  Blanchard  : 

Q.  If  a  statement  were  furnished  showing  the  cost  of  cattle 
at  Chicago,  plus  the  gross  freight,  and  it  was  then  shown  that 
that  was  the  cost  at  which  cattle  sold  at  New  York,  would  that 
be  any  gauge  of  the  question,  inasmuch  as  cattle  were  being 
received  from  Buffalo,  Cincinnati,  Indianapolis,  Kentucky, 
Canada,  and  local  points  in  New  York,  and  everywhere  else? 
A.  No  ;  it  would  not ;  another  thing  in  connection  with  the  mat- 
ter, the  shrinkage  on  a  steer  from  Chicaco  to  New  York,  would 
amount  to  about  35  cents  per  hundred. 

By  Mr.  Sterne  : 

Q.  What  is  that?  A.  The  average  shrinkage  on  cattle 
brought  from  Chicago  or  from  any  other  western  point  and 
transported  to  New  York,  amounts  to  about  35  cents  per  hun- 
dred—from 30  to  35  ;  sometimes  as  high  as  40  ;  sometimes 
higher. 

The  Chairman — What  is  the  weight  of  a  steer ;  you  put  a 
fictitious  weight  on  them,  don't  you  when  you  ship  them  ? 
A.  No,  sir;  we   ship  actual  weight? 

Q.  You  do  now,  but  you  did  not  use  to  ?  A.  We  have 
always  done  it  ever  since  I  have  been  connected  with  the  New 
York  Central  Road. 

Q.  There  are  a  number  of  railroads  that  we  have  investi- 
gated that  do  not  ?     A.  Yes,  sir. 
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Q.  They  put  an  estimated  weight  on  it?     A.  Yes,  sir. 

Q.  What  is  the  average  weight  ?  A.  The  average  weight  of 
cattle  ? 

Q.  Yes.  A.  They  vary ;  they  run  all  the  way  from  800  to 
2,000  pounds,  live  weight ;  some  more. 

Q.  2,00:)?  A.  Yes,  sit- ;  700,  live  weight;  600— there  is  no 
such  thing  as  getting  at  an  average. 

By  Mr.  Sterne  : 

Q.  Do  you  mean  there  is  a  shrinkage  of  35  cents  a  hundred 
in  value  ?     A.  No,  no  ;  I  don't  mean  to  say  that. 
The  Chairman — That  is  what  you  said. 

The  Witness — No  ;  I  don't  mean  that,  as  a  matter  of  course  ; 
I  meant  that  there  was  a  shrinkage  in  a  steer  of  about  35  to 
40  pounds  ;  perhaps  it  would  average  more  tlian  that ;  so  that 
the  original  cost  of  the  cattle  and  the  freight  charges  would 
not  show  what  the  cattle  h;id  really  cost  when  they  arrived 
here  ;  shrinkage,  of  course  enters  into  the  cost  of  the  bullock. 

Q.  If  that  cattle  is  yarded  for  a  few  days  and  rested,  that 
shrinkage  is  made  up,  isn't  it?  A..  No,  it  is  not;  not  for  a 
longtime. 

Q.  How'long  a  time,  in  your  experience,  before  that  shrinkage 
is  made  up  ?  A.  My  experience  has  been  this  ;  in  buying  cattle 
to  turn  on  to  my  farm  they  will  not  commence  to  improve  for 
three  weeks  ;  that  has  been  my  experience  ;  for  the  first  week 
or  ten  days  they  will  continue  to  depreciate  in  weight ;  no 
matter  how  good  feed  you  put  them  into. 

Q.  How  long  does  it  take  the  cattle  to  come  from  Chicago 
to  New  York?     A.  About  four  or  five  days. 

Q.  Every  head  of  cattle  within  four  or  five  days,  loses  from 
35  to  40  pounds?  A.  They  do  shrink  in  shipment  from  35  to 
40  pounds,  and  some  more. 

Q.  Between  Chicago  and  New  York  ?     A.  Yes,  sir. 

Q.  Every  head  of  cattle  ?  A.  I  don't  say  every  head  ;  but 
they  wiil  average  more  than  that  I  dare  say. 

Q.  Does  that  arise  from  bad  treatment  on  the  railroad?  A. 
No,  not  necessarily. 

Q.  Does  it  arise  from  good  treatment?  A.  It  arises  from 
their  being  shipped ;  I  have  had  them  shrink  in  shipping  from 
my  farm — tdken  from  my  farm  and  driven  to  the  depot,  64 
miles  from  the  City  of  New  York — I  have  had  them  shrink  100 
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pounds  ;  recollect  they  are  taken  full  from  the  farm  ;  taken  out 
of  my  barnyard,  for  instance  ;  taken  full,  put  on  the  scales  and 
weighed  ;  and  you  weigh  them  the  next  morning,  and  it  is  64 
miles  only — put  on  to  the  cars  aDd  transported  to  the  City  of 
New  York  and  weigh  them  the  next  morning,  and  they  will 
shrink  100  pounds. 

By  Mr.  Blanchard  : 

Q.  Will  you  be  kind  enough  to  state  when  you  became  the 
general  live  stock  agent  of  the  New  York  Central  Road  ?  A. 
In  the  fall  of  1873, 1  think. 

Q.  Then  you  became  familiar  with  the  manner  in  which 
cattle  were  received  and  yarded  at  New  York  ?     A.  Yes,  sir. 

Q.  At  that  time  did  any  shipper  by  any  one  of  the  lines 
have  the  right  to  the  use  of  the  live  stock  yards  of  any  other  of 
the  lines  ?     A.  Not  by  right. 

Q.  There  were  no  arrangements  between  the  railroad  com- 
panies or  the  stock  yard  companies  at  that  time,  to  that  effect  ? 
A.  No,  sir. 

Q.  Have  they  now — does  the  New  York  Central,  in  ship- 
ments from  Buffalo,  give  the  forwarder  the  right  to  have  his 
stock  delivered  either  at  Oak  Cliff,  at  Sixty-fifth  street  or  at 
Harsimus,  as  he  may  choose  ]  A.  They  do  ;  I  want  to  cor- 
rect that  answer ;  in  other  words,  the  stock  yard  company 
take  that  stock  and  deliver  it  free  of  charge. 

By  Mr.  Sterne  : 

Q.  To  their  yard  ?     A.  To  their  yard. 

Q.  Not  to  any  other  place  in  New  York?  A.  No;  to  their 
yard. 

Q.  Either  one  of  the  pool  yards  ?  A.  Wherever  it  may  be 
consigned. 

Q.  Those  are  the  pool  yards,  aren't  they  ?     A.  Yes. 

By  Mr.  Blanchard  : 

Q.  Then  a  live  stock  shipper  from  Buffalo  now  can  get  the 
advantage  of  three  sales  markets,  whereas  before  this  arrange- 
ment he  could  get  but  one  ?     A.  Yes,  sir. 

Q.  The  stock  yard  companies,  under  this  pool,  authorize  the 
railroad  company  to"  make  those  engage?;.,.-".."  with  the  ship- 
pers at  the  expense  of  the  stock  yards  ?     A.  Yes,  sir. 
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Q.  Will  you  pleafe  state  whether  or  riot  the  stock  yard  ar- 
rangements at  New  York  had  any  connection  directly  or  in- 
directly with  the  so  called  evening  arrangement  ?  A.  They 
did  not. 

Q.  Was  the  stock  yard  pool,  so  called,  at  New  York,  formed 
prior  to  the  evening  arrangement  ?  A.  Afterwards  ;  after  the 
evening  arrangement  commenced. 

Q.  Before  signing  this  contract,  was  your  attention  called  to 
this  clause :  "  The  party  of  the  first  part  agrees  to  put  all 
"  of  the  said  yards  and  appurtenances  hereinbefore  leased,  in 
"  good  order  and  condition,  and  from  time  to  time  enlarge  the 
"  yards  and  the  yard  accommodations  at  Oak  Cliff  and  Buffalo 
"  aforesaid,  so  as  to  accommodate  any  increase  of  the  business 
"  of  the  party  of  the  third  part  hereunder  ?"  A.  Yes,  sir  *  I 
recollect  it. 

Q.  Was  your  attention  called  to  this  paragraph  :  "  That  it  will 
"  deliver  in  its  cars  at  the  stock  yards  at  Oak  Cliff  aforesaid, 
"  all  live  stock  transported  over  its  railway,  and  destined  to 
"  points  east  of  Rutherford  Park,  except  only  in  cases  where 
"  such  live  stock  shall  be  otherwise  consigned  ?"     A.  Yes,  sir. 

By  Mr.  Sterne  : 

Q.  Let  me  ask  yon  one  question'  in  connection  with  that 
"  east  of  Rutherford  Park ;"  what  do  you  understand  that  to 
mean  ?  A.  I  understand  Rutherford  Park  to  be  a  station  very 
near  to  Jersey  City,  or  New  York  rather,  the  eastern  terminus 
of  their  road. 

Q.  Just  at  the  other  end  of  the  tunnel,  isn't  it? 

Mr.  Blanohaed — Nine  miles  from  Jersey  City. 

A.  I  don't  know  where  ;  I  never  was  there. 

Q  It  is  about  the  first  station  on  the  Erie  Road,  isn't  it?  A. 
I  don't  know ;  it  is  west  of  the  tunnel  somewhere  ;  I  always 
understood  it  to  be. 

Mr.  Blanchaed — The  third  station. 

Q.  Does  the  line  of  the  Pennsylvania  Road  run  east  or  west 
of  Rutherford  Park  ?     A.  I  can't  tell  you. 

Mr.  Blanchaed — I  will  tell  you  if  you  only  want  informa- 
tion ;  east. 

Q.  Has  not  the  Erie  Railway  Company  a  road  from  Pater- 
son  to  Newark?     A.  Really  I  don't  know  ;  I  never  have  been 
over  it. 
80 
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H  Q.  Had  you  any  explanation  afforded  you  by  Senator  Mc- 
Pherson  of  that  particular  part  of  the  contract,  why  that  sta- 
tion is  named  ?     A.  Yes. 

Q.  What  did  you  understand  that  to  mean  ?  A.  I  under- 
stood it  to  mean  this  ;  that  in  some  other  arrangement  or  con- 
tract which  had  been  made  previously  between  the  Erie  Rail- 
way Company,  and  some  parties  managing  the  stock  yards, 
which  had  defaulted  and  cheated  the  Erie  Eailway  Company 
out  of  some  large  amount  of  money — I  don't  remember  how 
much  now,  some  $80,000  or  $100,000— that  that  was  the  lan- 
guage of  the  other  contract ;  that  is  my  recollection  of  it  now 
since  my  attention  was  called  to  it  ;  whether  it  is  so  or  not  I 
don't  know. 

Q.  Aud  because  those  people  cheated  the  Erie  Road  out  of 
eighty  or  a  hundred  thousand  dollars  they  put  the  same  lan- 
guage into  that  contract  ?  A.  No  ;  I  don't  say  that ;  I  say  the 
parties  who  did  have  that  subsequently  cheated  them. 

Q.  Did  they  change  the  contract,  or  have  the  same  one  with 
McPherson  for  that  reason?  Do  you  think  that  is  an  expla- 
nation ;  did  that  satisfy  your  mind  ?  A.  No  ;  don't  understand 
me  as  wishing  to  equivocate ;  perhaps  I  made  a  more  extended 
explanation  than  your  question  called  for. 

Mr.  Blakohabd — Mr.  Chairman,  I  can  explain  that  in  a 
moment ;  it  is  simply  that  Rutherford  Park  was  the  last  sta- 
tion on  the  Erie  Road  with  the  exception  of  the  junction  sta- 
tion^, the  Bergen  junction  and  the  Hackensack  junction,  and 
the  phraseology  was  used  simply  to  say  that  inasmuch  as 
some  stock  might  originate  at  the  next  station  west  of  Ruther- 
ford Park,  that  all  stock  coming  to  that  point  should  be  put 
into  these  stock  yards. 

By  Mr.  Blanohard  : 

Q.  Mr.  Dutcher,  was  this  clause  of  the  contract  called  to 
your  attention  :  "  that  he  will  receive  all  live  stock  transported 
"over  the  Erie  Railway  and  delivered  to  him  at  the  Oak  Cliff 
"  yards ;  and  there  unload,  keep,  feed,  water,  handle,  market 
"  and  deliver  the  same  to  owners  and  consignee  thereof,  and 
"  will  furnish  all  the  conveniences  of  a  first  class  stock  and 
"  sales  yard,  and  equal  in  all  respects  to  other  stock  and  sales 
yards  in  or  adjacent  to  the  City  of  New  York"  ?     A.  Yes,  sir. 

Q.  Did  you  understand  from  the  phraseology  of  the  three 
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sections  that  I  have  read  to  you  that  the  Erie  Company  ever 
contemplated  the  abandonment  of  the  Oak  Cliff  stock  yards  ? 
A.  No,  sir;  I  did  not. 

Q.  Did  not  President  Jewett,  at  interviews  preceding  the 
contract  in  which  the  guaranty  was  made,  state  that  the  Oak 
Cliff  stock  yards  must  be  maintained  ?     A.  Yes,  sir. 

Q.  Do  you  not  know  from  Mr.  Eastman,  as  a  live  stock  shipper, 
and  other  shippers  who  ship  alternately  and  indiscriminately 
by  your  road  and  by  ours,  that  they  have  the  option  of  the  use 
of  that  yard  to  the  extent  that  they  desire  to  use  it  ?  A.  Yes, 
sir  ;  and  do  use  it  frequently. 

Q.  Do  you  not  know  that  the  company  and  the  stock  yard  com- 
pany both  maintain  agents  and  a  force  of  men  there  at  this 
moment,  and  have  continuously  since  the  execution  of  the  Mc- 
Pherson  contract,  for  the  purpose  of  taking  care  of  all  stock 
ordered  by  its  owners  to  be  delivered  at  that  point  ?  A.  Yes, 
sir;  they  do. 

Q.  And  has  it  come  to  your  knowledge,  since  the  Michigan 
Central  Company  became  more  in  the  interest  of  the  New 
York  Central  and  the  Erie,  that  large  rebates  were  paid  to 
other  shippers  than  the  eveners,  by  companies  west  of  the 
trunk  lines  ?     A.  Yes,  sir. 

Q.  Is  it  also  within  your  knowledge  that  during  the  same 
periods  the  eveners  paid  the  full  rate  without  those  drawbacks? 
A.  Yes,  sir. 

Q.  Is  it  within  your  knowledge  that  the  rebate,  paid  by 
western  companies  to  shippers  other  than  the  eveners,  ex- 
ceeded by  more  than  double  the  amount  received  by  the  even- 
ers at  the  same  time  ?     A.  Yes,  sir  ;  I  have  seen  vouchers 

By  Mr.  Sterne  : 

Q.  How  many  vouchers  have  you  seen  showing  that  other 
people  received  sums  larger  than  the  eveners  received  ?  A 
After  Mr.  Vanderbilt  got  the  control  of  the  Michigan  Central 
Eoad  I  was  called  into  the  office  one  clay  and  examined  some 
vouchers  which  had  been  sent  there  for  examination,  showing 
that  the  Michigan  Central  and  Great  Western  of  Canada  had 
paid  very  large  rebates  during  the  time  that  this  evening  had 
being  going  on  to  shippers  shipping  over  their  roads  from 
Chicago  to  points  where  they  connected  not  only  with  the  Now 
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York  Central,  but  with  the  Erie,  as  well  as  with  the  Grand 
Trunk. 

Q,  What  was  the  sum  of  those  rebates  that  you  have  any 
personal  knowledge  of?  A.  $30  a  car  from  Chicago  to  Sus- 
pension Bridge  and  Buffalo. 

Q.  And  those  cars  went  over  your  road?  A.  Those  cars 
went  over  our  road ;  but,  recollect,  not  at  the  reduced  rate. 

Q.  Did  not  the  eveners  get  upon  those  cars  $15  a  car?  A. 
Tes,  sir. 

Q.  And  so  upon  all  those  cars  which  represented  rebates 
to  other  shippers  the  evener  received  his  rebate  ?  A.  Yes ; 
he  got  his  commission  on  them. 

Q.  The  evener  got  a  rebate  upon  every  car  that  you  re- 
ceived ?  A.  He  got  a  commission  ;  we  always  put  it  in  that 
shape ;  we  did  not  put  it  "  rebate  ;"  he  got  a  commission  of 
$15  a  car  on  the  cattle  arriving  at  the  terminal  in  the  City  of 
New  York  which  came  from  western  competitive  points ; 
nothing  from  any  cattle  shipped  from  this  State. 

Q.  Were  your  rates  in  this  State  pro  rata  with  western 
competitive  points  ?     A.  We  endeavored  to  keep  them  so. 

Q.  I  don't  ask  what  you  endeavored  ;  were  your  rates,  in 
point  of  fact ?     A.  Yes,  sir. 

Q.  And  are  you  prepared  to  swear  now  that  your  rates  were 
pro  rata  with  the  evener  rate  ?  A.  When  you  say  pro  rata, 
bear  in  mind  the  eveners  paid  the  same  tariff  rate  that  other 
people  did. 

Q.  Do  you  claim  now  that  a  head  of  cattle  shipped  from  El- 
mira  on  the  Erie,  or  from  Syracuse  or  Utica,  on  the  New  York 
Central,  paid  no  more,  taking  distance  into  consideration,  than 
the  shipment  from  Chicago  ?  A.  No  ;  I  don't  say  that — taking 
distance  into  consideration  ;  I  mean  to  be  understood  as  say- 
ing this,  that  during  the  time  that  this  evening  arrangement 
was  in  force ;  I  don't  believe  that  any  shipper  of  live  stock 
from  a  local  point  on  the  New  York  Central  Road,  paid  any 
higher  rate  than  the  shipper  from  Buffalo  on  through  stock  ; 
that  is  what  I  meant  to  be  understood  as  saying. 

Q.  Was  Buffalo  an  evening  point  ?     A.  Yes,  sir. 

Q.  Do  you  mean  to  say  now  that  no  man  at  Buffalo  ship- 
ping over  your  road,  paid  any  higher  rate  than  the  evener' s 
net  rate  ?  A.  If  you  take  the  commission  out  of  his  rate  and 
reduce  it  in  that  way  ;  I  don't  mean  to  say  that ;  no. 
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Q.  Without  his  commission  taken  out  ?  A.  Yes  ;  I  mean  to 
say  that ;  that  is  to  say,  there  might  have  been  instances  of 
some  kind,  but  that  was  not  the  intention,  and  I  don't  think  it 
occurred. 

Q.  And  your  remark  does  not  apply  to  Syracuse  or  Utic  i 
shippers  at  all,  does  it-  -that  he  had  any  rate  putting  his  cattle 
upon  a  precise  equivalent  to  the  evener's  cattle  at  Chicago, 
taking  the  net  rate  into  consideration  ;  A.  No  ;  not  what  would 
be  equivalent  to  the  net  rate,  if  the  commission  was  taken  out 
that  we  paid  him. 

By  Mr.  Sackett  : 

Q.  Did  he  have  it  without  the  commission  being  taken  oat  ? 
A.  Yes. 

Mr.  Sterne — You  don't  mean  that? 

The  Witness — I  mean  to  say  not  a  pro  rata  rate,  but  that  he 
did  not  pay  a  higher  rate  from  these  points  than  that  shipper 
did  from  Buffalo ;  that  is  what  I  mean  to  be  understood  as 
saying. 

By  the  Chairman  : 

Q.  That  he  did  not  pay  a  higher  rate  from  that  point — Chi- 
cago ?     A.  From  Syracuse  and  Bochester. 

By  Mr.  Steene  : 

Q.  From  any  point  along  the  line  of  the  road  ?  A.  I  think 
not;  our  intention  always  is  to  grade  our  cattle  tariff  from 
Buffalo,  and  we  keep  it  there  ;  when  we  make  special  rates — 
which  has  been  the  case  sometimes  from  Buffalo — we  always 
invariably  give  them  to  the  shipper,  within  the  State. 

Q.  As  to  cattle  ?     A.  As  to  cattle. 

Q.  Do  you  mean  to  say  that  cattle  shipped  before  the  even- 
ing system  came  into  existence,  was  put  at  Syracuse  on  a  par 
with  cattle  shipped  at  Chicago  ?  A.  No  ;  that  is,  I  mean  to 
say  before  the  evening  system  came  into  existence,  our  through 
rates  ran  very  low,  down  to — well,  20  cents  a  hundred  from 
Chicago. 

Q.  And  you  did  not  carry  them  anything  like  20  cents  a 
hundred  from  Syracuse,  did  you?     A.  No,  sir  ;  we  did  not. 

Q.  So  you  carried  that  longer  distance  of  800  miles  for  noth- 
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ing  ?     A.  My  impression  was  you  were  comiug  down  to  a  more 
recent  period,  by  your  question. 

Q.  Since  the  evening  system  has  been  abandoned,  you  do 
not  pretend  to  say,  do  you,  that  the  Syracuse  cattle  shipper 
is  placed  on  a  par,  taking  distance  into  consideration,  with  the 
Chicago  cattle  shipper  ?  A.  No ;  I  would  not  say  that — taking 
distance  into  consideration. 

By  the  Chairman  : 

Q.  Is  he  placed  on  a  par  with  the  Buffalo  shipper?  A.  Yes, 
sir;  he  ships  at  a  lower  rate  than  a  Buffalo  shipper. 

Q.  Than  a  Bochester  shipper  ?  A.  Yes,  sir  ;  than  a  Boch- 
ester  shipper. 

Q.  Are  you  sure  about  that  ?     A.  Quite  sure. 

Q.  Upon  what  principle  is  that  determined  and  adjusted? 
A.  Our  local  rate  from  Buffalo  is  made  at  what  would  be  about 
an  equivalent  of  our  proportion  of  the  through  rate  ;  perhaps 
a  little  trifle  higher,  to  bring  the  fractions  even. 

By  Mr.  Sterne  : 

Q.  Of  your  gross  or  net  proportion ?  A.  Of  the  gross;  we 
give  also  this  same  net  rate  from  Buffalo. 

Q.  But  you  do  not  give  the  net  rate  from  Syracuse,  do  you  ? 
A.  No. 

Q.  You  do  not  treat  with  the  Syracuse  or  Bochester  man 
upon  the  basis  that  each  man  should  be  his  own  evener?  A. 
No,  sir. 

By  the  Chairman  : 

Q.  Do  I  understand  you  as  swearing  that  the  rate  along  your 
line,  from  all  points  within  the  State,  is  not  greater  than  the 
net  proportion  of  the  through  rate  which  your  road  receives 
for  through  shipments?  A.  No  ;  I  don't  want  to  be  understood 
as  swearing  to  that — that  it  is  not  greater  than  the  net  propor- 
tion ;  but  1  don't  think  it  is  now  ;  there  may  be  some  places  west 
of  Bochester  where  perhaps  it  might  be. 

Q.  Don't  you  ship  from  parties  west  and  allow  them  to  take 
their  cattle  off  the  train  and  feed  them  during  the  summer, 
and  then  send  them  on  to  New  York  at  the  same  rate  ?  A. 
No ;  we  never  have  done  that ;  I  think  we  should  do  it  -that 
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is,  make  some  difference  perhaps  in  the  rate ;  we  could  not 
afford  to  run  those  cattle  from  Buffalo  down  to  a  local  station 
on  our  road,  and  unload  tbem,  and  then  reload  them  again  and 
run  them  to  New  York  at  the  through  rate  ;  we  could  not  afford 
that,  but  we  should  have  a  small  addition  to  the  rate  ;  they 
should  not  be  charged,  I  think,  in  that  case  two  full  locals. 

Q.  Should  they  be  charged,  in  that  case,  any  less  than  the 
man  who  raises  the  cattle  at  the  same  point  where  these  are 
fed  and  sends  them  to  New  York  ?     A.  No. 

Q.  It  would  not  be  right  ?     A.  No. 

By  Mr.  Blanchard  : 

Q.  Did  this  evening  arrangement  include  any  cattle  origin- 
ating east  of  Buffalo,  Pittsburgh,  Dunkirk  and  Suspension  and 
International  Bridges  ?     A.  None  whatever. 

(Further  examination  suspended.) 

Elisha  G.  Patterson,  recalled. 

(The  witness  produces  a  map  of  the  oil  regions,  and  points 
out  the  different  localities  to  the  Committee.) 

By  Mr.  Sterne  : 

Q.  I  want  you  to  show  what  the  American  Transfer  Com- 
pany pipes  are  ?  A.  The  American  Transfer  Company  pipe 
is  a  pipe  that  runs  from  Carbon  Centre,  in  Butler  County,  to 
Pittsburgh ;  the  American  Transfer  Company  which  Mr. 
Jewett  refers  to,  is  a  line  which  was  built  by  them  at  an  early 
date,  laid  upon  the  line  of  the  road  bed  of  the  Erie  branch 
from  Bradford  to  Carrolton. 

Q.  Now  state  about  the  peculiarity  of  this  American  Trans- 
fer Company ;  it  was  forbidden  going  to  McKean  County, 
wasn't  it  ?  A.  My  attention  was  called  to  it  yesterday  ;  I  re- 
call the  fact  now  that  after  they  had  laid  this  line  between 
these  two  points  from  Bradford  to  Carrollton  they  ap- 
plied to  the  Secretary  of  the  Interior  for  permission  to  do 
so;  he  refused  them  on  the  ground  that  having  oDce  filed  a 
certificate  alleging  their  line  to  be  from  Carbon  Centre  to  Pitts- 
burgh they  had  exhausted  their  rights  under  their  charter,  and 
they  could  not  go  all  over  the  State. 
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Q.  You  say  they  follow  the  line  of  the  road  ;  what  benefit  is 
that  to  the  road  ?  A.  I  don't  know  ;  that  is  a  question  for  the 
railroad  gentlemen  to  answer. 

Q.  Could  not  the  railway  company  fill  its  own  cars  from  the 
wells  ?  A.  Yes ;  it  could  be  done,  but  perhaps  those  gentle- 
men consider  it  wise  to  make  the  transfer  business  to  its  own 
line — to  bring  it  by  a  pipe  line  in  preference  of  bringing  it  by 
cars ;  it  would  have  been  very  wise  for  them  to  have  done  so 
if  they  owned  the  line  themselves,  unquestionably ;  I  should 
have  advised  that  myself. , 

By  Mr.  Grady  : 

Q.  Who  owns  the  pipe  line  ?  A.  The  United  Pipe  Line ; 
that  whole  country  is  covered  with  thousands  of  miles  of  pipe 
line  all  running  to  different  points  on  the  railroad. 

By  Mr.  Sterne  : 

Q.  Does  this  American  Transfer  Company  have  a  line  to 
the  Pennsylvania  Bailroad  at  all  ?  A.  Only  for  so  much  oil 
as  it  may  deliver  to  it  at  Pittsburgh ;  I  have  no  knowledge  as 
to  whether  they  do  or  do  not  deliver  crude  oil  to  the  road  at 
all,  but  when  it  made  its  collections,  which  Mr.  Cassatt  has 
testified  to,  of  this  sum  of  money  which  it  received  from  the 
Pennsylvania  Railroad,  it  was  upon  oil  which  it  never  de- 
livered to  it  at  all ;  from  the  upper  oil  country,  where  it  has  no 
connection. 

Q.  How  does  the  Pennsylvania  Bailroad  get  its  crude  oil 
from  the  upper  oil  country  ?  A.  By  a  line  from  Erie  to  Phila- 
delphia. 

Q.  Is  there  any  official  map  in  Pennsylvania  showing  the 
pipe  lines  ?     A.  No,  sir. 

Q.  It  cannot  be  furnished  to  the  Committee?  A.  It  cannot 
be  furnished  ;  it  could  be  perhaps  furnished  upon  a  large  map 
sufficiently  for  the  purposes  of  the  Committee,  but  still  far 
from  accurate. 

Q.  Will  you  prepare  such  a  map  ? 

Mr.  Blanchard — Mr.  Chairman,  it  is  being  prepared,  with 
great  care. 

Q.  Let  me  call  your  attention  to  a  question  which  you 
answered  to  the  Chairman,  as  to  who  composes  the  Standard 
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Oil  Company  ;  you  mentioned  a  number  of  other  companies  ? 
A.  Lest  it  should  mislead  the  Committee,  I  want  to  say  that 
the  gentlemen  composing  the  Standard  Oil  Company  are  the 
gentlemen  who  are  the  stockholders  of  each  of  those  organiza- 
tions, with  perhaps  one  or  two  exceptions,  one  of  those 
exceptions  being  the  Acme  Oil  Company,  a  New  York 
corporation ;  in  the  Commonwealth  suits,  its  President  was 
upon  the  stand  and  gave  to  the  Master  the  names  of  the 
owners  of  three-fourths  of  this  stock  ;  the  other  one-fourth  he 
testified  that  he  did  not  know  who  it  belonged  to  ;  at  a  sub- 
sequent time  he  testified  that  the  dividends  upon  that  capital 
were  paid  to  Mr.  William  Rockfeller,  of  New  York  ;  that  Mr. 
Kockfeller  had  said  to  him,  in  answer  to  his  inquiries,  that 
that  interest  did  not  belong  to  certain  specified  railway  gentle- 
men, but  refused  to  tell  him  to  whom  it  did  belong ;  1  think 
the  Supreme  Court  of  Pennsylvania  will  be  under  obligations 
to  the  Committee  if  it  will  ascertain  for  them  who  that  in- 
terest does  belong  to. 

Q.  Who  is  the  Auditor  of  the  Standard  Oil  Company  ?  A. 
Mr.  George  H.  Vilas. 

Q.  Is  he  related  to  Me.  Vilas  of  the  Erie?  A.  I  don't 
know,  sir  ;  I  understand  he  is. 

Mr.  Blanchabd-  He  is,  sir;  he  is  his  brother. 

Q.  Are  there  any  other  particulars  in  which  you  desire  to 
explain  your  testimony  ?  A  I  want  to  answer  an  inquiry, 
which  I  did  not  catch  at  the  time,  of  Mr.  Blanchurd ;  Mr. 
Blanchard  asked,  If  you  offered  the  Standard  contract  with 
the  producers,  which  you  will  find  in  that  book  ;  that  con- 
tract was  a  contract — a  paper  rather — produced  by  Mr.  Wat- 
son before  the  Congressional  Committee,  but  which,  as  was  the 
fact,  the  Committee  compelled  Mr.  Watson  to  say  never  had 
been  seen  by  any  producer;  it  was  a  supposititious  paper;  it 
was  a  paper  that  nobody  outside  of  the  South  Improvement 
Company  ever  saw  at  all. 

Mr.  Blanchabd — I  have  just  noticed  that  it  is  a  mistake 
here;  it  says  :  "Standard  contract;"  I  said  a  "  subsequent 
contract,"  with  the  producer. 

The  Witness— Well,  it  is  just  as  well  to  state  it  now  lest  it 
should  mislead  anybody. 

Mr.  Steene — That  is  all  ? 
81 
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The  Witness— No;  I  have  got  one  more;  Mr.  Blanchard 
questioned  me  very  closely  as  to  the  pooling  arrangement  be- 
tween the  railroad  gentlemen,  at  the  time  of  the  execution  of 
the  public  agreement  of  the  25th  of  March,  1872,  as  between 
themselves  ;  I  could  give  him  at  the  time  no  information,  but 
I  recall  the  telegram  of  Mr.  Scott  (handing  telegram  to  Mr. 
Blanchard),  which  I  will  allow  you  to  read,  or  I  will  read. 

Mr.  Sterne — Let  us  have  those  telegrams. 

The  "Witness— It  was  for  Mr.  Blanchard's  private  informa- 
tion as  to  how  he  might  obtain  information  as  to  that  pool. 

By  Mr.  Blanchard  : 

Q.  Was  that  contract  ever  executed — the  one  referred  to  by 
Mr.  Scott  ?     A.  No,  sir. 

Q.  You  never  saw  it  ?     A.  No,  sir. 

Q.  As  one  of  the  signers  of  the  agreement  of  the  25th  of 
March,  1872,  you  never  signed  a  subsequent  contract,  making 
it  binding  for  rive  years?  A.  That  was  between  the  railroad 
companies. 

Q.  You  never  signed  it  ?  A.  No,  sir  ;  I  never  had  anything 
to  do  with  it;  we  did  not  consider  that  a  contract,  but  only 
a  pledge  on  the  part  of  the  railroad  gentlemen. 

By  Mr.  Sterne  : 

Q.  This  is  the  telegram  to  which  you  refer,  dated  Philadel- 
phia, April  6th,  1872,  from  Mr.  Scott  to  Mr.  Hasson,  advis- 
ing him  that  the  South  Improvement  contract  had  been 
cancelled,  and  that  no  contract  would  be  made  with  the  Stand- 
ard Company?  A.  Yes,  sir ;  and  that  the  railroad  companies 
had  agreed 

Q.  With  the  producers  generally  for  five  years?  A.  No, 
sii. 

Q.  What  then  ?     A.  That  they  had  agreed  with  each  other. 

Q.  To  give  equal  rates  for  five  years  ;  is  that  it?  A.  So  he 
states. 

Mr.  Sterne— Will  the  Chairman  kindly  mark  it  in'evidence? 

(Telegram  above  referred  to  received,  and  marked  "  Exhibit 
1—  Aug.  30,  1879.") 

By  Mr.  Blanchard  : 

Q.  Will  you  please  state  to  the  Committee  what  the  usual 
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royalty  is  upon  oil  when  mined  by  one  party  upon  the  land  of 
another?     A.  As  low  as  one-tenth  and  as  high  as  one-fourth. 

Q.  But  the  customary  royalty,  the   average  royalty?     A.  In 
the  Bradford  region,  during  the  iirst  year  or  two,  at  one-eighth, , 
then  gradually   rising   until   they   have   been   receiving   one- 
fourth. 

Augustus  Stein,  being  duly  sworn,  testified  as  follows : 

By  Mr.  Sterne  : 

Q.  What  is  your  occupation?  A.  T  prepare  a  majority  of 
the  exhibits  which  the  Receiver  submits  to  the  Supreme 
Court. 

Q.  How  long  have  you  been  connected  with  the  Erie  Bail- 
way  Company  ?     A.  Since  July,  187'2. 

Q.  You  came  in  at  the  time  of  the  Bescue,  did  you,  or 
shortly  after?  A.<  I  don't  know  exactly  what  you  mean  by  the 
term  Bescue. 

Q.  Is  not  that  a  term  known  in  the  Erie  Bailway  Company? 
A.  I  came  in  about  three  months  after  Mr.  Gould  left  the  Erie 
Bailway. 

Q.  And  have  been  connected  with  it  ever  since  ?  A.  Yes, 
sir. 

Q.  During  your  connection  with  the  Erie  Bailway  Company 
were  you  especially  detailed  to  follow  up  Mr.  Gould's  opera- 
tions?    A.  I  was  up  to  December,  1872. 

Q.  And  during  that  period  you  investigated  Mr.  Gould's 
conduct  towards  the  company,  did  you  ?  A.  I  investigated 
Mr.  Gould's  transactions  with  the  company. 

Q.  Did  you  have  under  your  hands,  or  under  your  control 
at  any  time,  the  books  of  Smith,  Gould,  Martin  &  Co.  ?  A.  I 
did,  sir. 

Q.  That  was  a  firm  of  which  Mr.  Gould  was  a  member,  wasn't 
it  ?     A.  Yes,  sir. 

Q.  And  did  you  discover  the  amount  of  stock  that  was  issued 
to  that  firm,  or  sold  by  that  firm,  of  Erie  Bailway  Com- 
pany's stock,  that  was  issued  in  place  of  convertible  bonds  ? 
A.  I  did,  sir. 

Q.  Did  you  also  examine  the  accounts  of  the  Erie  Bailway 
Company  for  the  purpose  of  ascertaining  what  monies  were 
taken  or  absorbed  by  Mr.  Gould  under  contracts  or  arrange- 
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ments  made  by  or  with  liim,  with  his  trust— with  the  Erie 
Railway  Company  ?  A.  Will  you  please  have  that  question 
read  over — it  is  a  pretty  long  one  ? 

Q.  Did  you  examine  Mr.'  Gould's  relations  with  the  com- 
pany other  than  with  Smith,  Gould  &  Martin  books?  A. 
Other  than  appeared  from  the  Smith,  Gould  &  Martin  books? 

Q.  Yes.     A.  I  did. 

Q.  Did  you  attempt  to  trace,  or  did  you  trace,  his  connec- 
tion with  the  Jefferson  Car  Company  ?     A.  I  did  attempt  to 
race'it. 

Q.  Did  you  trace  it?     A.  I  don't  know  anything  about  it. 

Q.  Did  you  follow  him  up  in  his  relations  with  the  United 
States  Express  Company  ?  A.  I  wish  you  would  enlighten  me  on 
the  question  a  little  bit ;  1  don't  know  what  you  mean  by  fol- 
lowing up ;  if  you  mean  whether  I  looked  into  the  contracts 
connecting  him  with  these  companies,  then  I  must  answer,  no, 
I  did  not. 

Q.  Did  you  look  into  the  books  of  account  of  the  Erie  Rail- 
way Company  for  the  purpose  of  ascertaining  what  monies 
Mr.  Gould  received  from  the  Erie  Railway  Company  either 
directly  or  indirectly  ?     A.  That  was  what  I  attempted  to  do. 

Q.  Did  you  make  any  report  of  the  results  of  your  investi- 
gation to  the  Board  of  Directors  of  the  Erie  Railway  Com- 
pany?    A.  I  did  not. 

Q.  Did  you  make  any  report  to  any  officer  of  the  Erie  Rail- 
way Company  ?     A.  I  did. 

Q.  To  whom  ?  A.  1  made  several  reports  as  far  as  I  recol- 
lect ;  I  made  one  report  to  President  Watson. 

Q.  Was  that  in  writing?  A.  It  was  in  writing  ;  it  was  pretty 
voluminous,  I  believe  ;  I  made  another  report  on  matters  con- 
nected with  Air.  Gould  to  Mr.  Stebbins,  who  was  at  that  time 
chairman  of  the  Finance  Committee  ;  I  prepared  another  re- 
port for  Mr.  Little,  and  the  latter  report — the  one  for  Mr. 
Little — is  the  most  complete  and  explicit  one. 

Q.  Does  that  report  to  Mr.  Little  contain  all  that  the  prior 
reports  contained  ?  A.  I  don't  recollect  precisely  what  the 
prior  reports  contained  ;  I  cannot  possibly  recall  every  detail 
of  it  in  my  mind,  but  generally  I  will  say  yes. 

Q.  Did  you  receive  any  explicit  or  express  directions  as  to 
the  manner  in  which  you  were  to  prepare  or  makeup  that 
report  ?     A.  From  any  officer  ? 


1763 

Q.  From  anybodj-  ?  A.  Tlie  general  directions  given  me  by 
Mr.  Watson  were  to  make  it  as  correct  and  full  and  complete 
as  possible. 

Q.  Had  you  any  subsequent  directions  ?  A.  I  received  from 
Mr.  Little  directions  to  prepare  such  a  report. 

Q.  When  you  say  "  such  a  report,"  what  did  he  say?  A.  I 
mean  a  report  covering  Mr.  Gould's  transactions  with  the  Erie 
Railway  Company. 

Q.  What  did  that  include  other  than  the  transaction  known 
as  the  convertible  bond  and  issue  of  stock  transaction  to 
Smith,  Gould  &  Martin  ?  A.  I  don't  recall  the  entire  contents 
of  that  report;  it  has  been  submitted  quite  a  longtime  ago. 

Q.  How  long  ago  ?  A.  I  would  not  like  to  state  ;  I  may  be 
mistaken ;  I  would  like  to  state  here  to  the  Committee,  that  I 
have  been  sick  tor  sixty  ciajs  at  the  beginning  of  the  year,  and 
in  consequence  of  that  sickness  I  think  that  my  memory  has 
been  affected,  so  I  may  be  mistaken  as  to  that  point;  I  do  re- 
collect that  that  report  was  submitted  to  Mr.  Little  certainly 
more  than  a  year  ago. 

Q.  Were  you  informed  at  that  time  by  Mr.  Little,  or  any 
other  officer  of  the  company,  as  to  the  purpose  of  the  report, 
the  object  which  you  were  then  to  make  it  ?  A.  I  was  not 
informed  by  Mr.  Little  as  to  any  specific  purpose  for  which  it 
was  necessary. 

Q.  Were  you  informed  by  any  person  other  than  Mr.  Little  ? 

Mr.  Shipman — Well,  anybody  who  had  any  right  to  inform 
him,  for  Mr.  Little's  purposes  ? 

Mr.  Sterne — Not  Mr.  Little's  purposes,  but  the  purposes  of 
the  company ;  Mr.  Little  himself  is  but  an  officer  of  the 
company. 

Q.  Were  you  informed  by  any  official  of  the  Brie  Railway 
Company  as  to  the  purposes  ?  A.  Of  the  report  furnished  to 
Mr.  Little  ? 

Q.  Of  the  report  furnished  to  Mr.  Little.  A.  No,  sir ;  I 
was  not. 

Q.  In  the  term  officers,  I  include  all  or  any  of  its  Directors  ; 
were  you  informed  by  any  of  its  Directors  as  to  the  purposes 
for  which  that  report  was  to  be  made  ?  A.  No,  sir  ;  I  was  not, 
to  the  best  of  my  recollection. 

Q.  Were  you  informed  by  the  counsel  of  the  corporation  as 
to  the  purpose  ?     A.  I  was  not,  sir. 
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Q.  You  prepared  that  report  in  writing  and* submitted  it? 
A.  Tes,  sir. 

Q.  How  long  were  you  occupied  in  the  preparation  of  that 
report  ?  A.  A  very  long  time  ;  it  was  a'  very  laborious  work, 
and  I  believe  I  can  say,  without  nattering  myself,  that  it  was 
very  neatly  gotten  up ;  I  had  other  duties  in  addition  to  per- 
form, so  I  could  not  devote  my  regular  office  hours  to  that 
work,  therefore  it  took  a  very  long  time. 

Q.  What  books  were  put  in  your  possession,  with  a  view  of 
preparing  that  report  ?  A.  A  great  many  books  ;  the  gene- 
ral books  of  the  Erie  Company  were  placed  at  my  disposal  by 
Mr.  Little ;  the  copies  taken  from  the  Smith,  Gould  &  Martin 
books,  and  relating  to  Mr.  Gould's  accounts,  were  placed  at 
my  disposal,  and  a  lot  of  vouchers  and  receipts  which  belonged 
to  the  Auditor's  office. 

Q.  Intermediately  between  the  report  made  to  Mr.  Watson 
and  this  last  report  that  you  speak  of,  there  was  another  re- 
port? A.  There  were  several  statements  as  far  as  I  recollect, 
I  think,  touching  upon  that  same  subject  more  or  less,  prepared 
by  me. 

Q.  What  was  the  occasion  for  the  making  of  those  state- 
ments ?  A.  I  don't  know,  sir  ;  I  did  not  think  it  becoming  in 
me  to  ask  for  the  motive. 

Q.  What  was  the  statement  made  to  you  ?  A.  Mr.  Steb- 
bins,  as  chairman  of  the  finance  committee,  requested  me  to 
prepare  those  statements,  and  I  had  Mr.  Shearman's  authority 
for  complying  with  his  request;  Mr.  Shearman  at  that  time 
was  Treasurer  of  the  Erie  Railway  Company. 

Q.  Was  that  during  the  Receivership  ?  A.  I  am  not  quite 
positive  ;  as  I  have  already  stated  my  memory  has  been  im- 
paired, but  I  believe  that  it  was  prior  to  the  Receivership. 

Q.  Then,  during  the  whole  period  of  the  Receivership,  you 
made  no  report  until  about  a  year  ago  ?    A.  Yes,  sir. 

Q.  Now,  let  me  draw  your  attention  to  certain  statements 
in  the  complaint  of  the  Erie  Railway  Company  against  Jay 
Gould ;  do  you  remember  whether  or  not  Mr.  Gould  issued 
stock  of  the  par  value  of  $40,734,700  in  exchange  for  converti- 
ble bonds  which  were  issued  just  prior,  and  that  such  stock 
was  placed  in  the  hands  of  Smith,  Gould,  Martin  &  Co.,  and 
netted  the  sum  of  $12,803,059.23  ;  do  you  Remember  that  ?    A. 
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I  cannot  possibly  remember  as  to  the  figures  that  you  have 
mentioned. 

Q.  Do  you  say  that  you  have  no  recollection  on  that  sub- 
ject? A.  I  say  I  have  no  recollection  of  such  figures  that 
you  mentioned. 

Q.  Do  you  recollect  the  millions,  even  if  you  don't  recollect 
the  thousands  ?  A.  I  don't  recollect  the  millions  ;  I  recollect 
that  there  were  millions  in  it ;  how  many  millions  I  cannot  say. 

Q..  You  cannot  recollect  that  there  was  forty  millions ?  A. 
No,  sir  ;  I  could  not  recollect. 

Q.  How  closely  could  you  recollect?  A.  I  would  not  at- 
tempt to  tax  my  memoiy  to  t':at  extent ;  I  have  been  sick,  as 
I  have  already  stated. 

Q.  Do  you  think  that  you  could  remember  the  aggregate 
amount  of  wrongdoing  on  the  part  of  Mr.  Gould  that  you 
have  discovered?  A.  I  could  give  an  estimate,  throwing  off  a 
couple  of  millions,  here  or  there  ;  I  could  say  that  it  amounted 
to — that  is,  what  we  discovered — amounted  to  about  twelve  or 
thirteen  million  dollais. 

Q.  Was  that  the  twelve  or  thirteen  million  dollars  repre- 
sented by  this  forty  million  dollars'  worth  of  stock?  A.  I 
don't  know,  sir,  what  it  represented  precisely,  whether  that 
stock  transaction  covered  the  ground  or  whether  it  did  not ;  I 
don't  recollect  that. 

Q.  You  don't  recollect — having  yourself  made  those  figures 
three  times,  and  abstracted  them  from  Smith,  Gould  & 
Martin's  books?  A.  I  don't  recollect;  as  I  have  already 
stated,  my  memory  has  been  impaired. 

Q.  How  long  were  you  occupied  with  Smith,  Gould  & 
Martin's  books  ?     A.  A  long  time. 

Q.  Didn't  you  take  off  personally  the  figures  from  their 
books  ?     A.  Not  all  of  them  ;  a  great  many  I  did. 

Q.  Didn't  you  collate  them  after  they  had  been  taken  off? 
A.  I  think  I  did. 

Q.  Didn't  yon  make  a  report  to  Mr.  Barlow  as  to  the 
amount  ?  A.  I  made  a  report  to  Mr.  Watson  ;  I  don't  re- 
member a  specific  report  to  Mr.  Barlow. 

Q.  And  was  not  that  report  made  in  writing  ?  A.  The  re- 
port to  Mr.  Watson  was  in  writing. 

Q.  When  did  you  last  see  those  figures?  A.  Contained  in 
that  report  to  Mr.  Watson  ? 
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Q.  Contained  in  any  of  those  reports — the  same  figures? 
A.  I  have  not  seen  them  since  I  surrendered  the  reports. 

Q.  The  last  time  you  saw  those  figures  then  was  a  year 
ago?  A.  I  stated  it  might  have  been  a  year  ago  ;  at  least  a 
year  ago. 

Q.  Was  that  report  made  by  you— made  up  independent  of 
the  former  figures  ?     A.  Yes,  sir  ;  it  was. 

Q.  It  was  another  computation  ?  A.  It  was  another  com- 
putation, and,  as  I  have  stated,  more  complete  and  more 
explicit. 

Mr.  Shipman-  Are  you  speaking  of  the  report  that  he  gave 
Mr.  Little? 

Mr.  Sterne— To  Mr.  Little. 

Q.  Tou  cannot  state  now  what  that  report  contained,  as  to 
the  sum  total  of  figures  ?     A.  I  could  not. 

Q.  Can  you,  as  to  any  of  the  figures  ?  A.  I  could  not  do 
it ;  I  would  not  attempt  to  do  it ;  it  would  be  mere  guess 
work. 

Q.  Did  the  transactions  with  Smith,  Gould, ,  Martin  &  Co. 
form  a  large  part  of  the  whole  of  the  wrong  doing  of  Mr. 
Gould  towards  the  Erie  Company  ?  A.  They  formed  by  far 
the  majority  of  his  wrong  doings. 

Q.  What  majority?  A.  I  don't  like  to  mention  the  frac- 
tion ;  a  large  majority. 

Mr.  Gr.ADY — A  large  majority  ?     A.  Yes,  sir. 

Mr.  Sterne — Did  you  in  that  report  say  anything  about 
the  stock  yard  stock  ?     A.  I  don't  recollect  specific  items. 

Q.  You  would  not  recollect  any  specific  items  now,  however 
much  your  memory  might  be  aided  by  my  suggestions  ?  A.  I 
would  recollect  generally  that  a  great  many  comrertible  bonds 
were  issued,  were  converted  into  stock,  and  were  sold  by 
Smith,  Gould,  Martin  &  Co.  ;  that  general  fact  I  recollect. 

Q.  Is  that  the  only  general  fact  you  recollect  about  it  ?  A. 
It  is,  I  think. 

Q.  That  is  the  only  one  ?  A.  That  I  can  recollect  at  pres- 
ent. 

Q.  Did  you  examine  Mr.  Gould's  transactions  in  relation  to 
the  Erie's  real  estate  ?     A.  I  did  not. 

Q.  Why  didn't  you  examine  that  ?  A.  It  was  not  placed  in 
my  hands  ;  the  documents  placed  in  my  hands  did  not  enable 
me  to  investigate  transactions  in  real  estate. 
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Q.  Had  you  the  cash  book  of  the  Erie  Railway  Company  in 
your  hands  during  Mr.  Gould's  administration?  A.  I  handled 
the  cash  hooks  a  great  many  times  ;  yes.  sir. 

Q.  Did  you  trace  payments  from  the  Erie  Kailway  Company 
to  Mr.  Gould  which  were  not  payments  for  salary  ?  A.  Yes, 
sir. 

Q.  Large  amounts?     A.  Quite  large  amounts. 

Q.  Are  those  contained  in  the  report  that  you  mentioned  ? 
A.  I  don't  recollect  that,  sir. 

Q.  If  they  were  not  contained  why  were  they  not  so  con- 
tained ?  A.  I  do  not  say  that  they  do  not  contain  it,  .nor  do  I 
say  that  they  do  contain  it ;  I  have  no  recollection  on  the  sub- 
ject ;  I  state  generally  that  I  tried  to  make  the  report  as  com- 
plete as  possible. 

Q.  Had  you  any  directions  as  to  the  completeness  with 
which  your  report  was  to  be  made?  A.  When  Mr.  Little  in- 
trusted me  with  the  work  I  presumed,  of  course,  he  desired  to 
have 

Q.  Were  any  suggestions  made  to  you  as  to  the  direction 
that  the  report  was  to  take  ?     A.  No,  sir. 

Q.  Was  your  attention  ever  drawn  to  an  agreement  of  settle- 
ment between  Mr.  Gould  and  the  Erie  Railway  Company  in 
which  he  turned  over  a  number  of  stocks,  bonds  and  other 
things  to  the  company?  A.  I  know  that  such  an  agreement 
was  entered  into,  but  I  don't  know  what  it  contains  ;  I  think  it 
is  on  record  in  the  company's  office. 

Q.  Were  you  ever  asked  to  trace  or  discover  whether  or  not 
the  various  items  mentioned  in  that  agreement  were  or  were 
not  really  the  property  of  the  Erie  Railway  Company  ?  A. 
No,  sir ;  that  was  no  part  of  my  duty. 

Q.  Was  it  ever  suggested  to  you  that  you  should  make  that 
inquiry?     A.  Not  that  I  remember. 

Q.  And  you  made  no  inquiry  into  it?  A.  I  did  not  feel  like 
doing  that  without  orders. 

Q.  These  convertible  bonds  were  issued  when?  A.  They 
were  issued  during  Mr.  Gould's  administration. 

Q.  Were  they  not  issued  all  in  a  lump,  and  immediately 
converted  into  stock  ?  A.  If  my  memory  serves  me  right,  they 
were  not  all  issued  at  once ;  they  were  issued  at  different 
times. 

Q.  Within  what  period  of  time?  A.  Naturally  within  the 
82 
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time  of  Mr.  Gould's  administration,  which  was  from  sometime 
in  1868  to  sometime  in  1872. 

Q.  The  Erie  Eailway  Company,  according  to  their  books, 
never  received  a  dollar  of  the  results  of  this  convertible  bond 
issue,  or  this  stock  issue,  did  they?  A.  I  don't  remember 
what  the  books  show ;  I  have  not  seen  the  Erie  books  for 
years— for  a  long  time. 

Q.  Don't  your  report  show  it  ?  A.  My  report  would  un- 
doubtedly show  it. 

Q.  Would  it  not  show  that  the  Erie  Company  never  re- 
ceived a. dollar  of  this  issue  of  bonds  and  issue  of  stock?  A. 
My  report,  I  believe  shows  what  was  received  by  the  Erie 
Company — what  ought  to  have  been  received  by  the  Erie 
Company,  and  what  was  received  by  the  Erie  Company  ;  I 
think  my  report  shows  that. 

Q.  Tou  were  requested  to  bring  that  report  with  you  ;  did 
you  ?     A.  I  did  not. 

Q.  Why  didn't  you  ?     A.  It  is  not  in  my  possession. 

Q.  Did  you  show  your  subpoena  to  any  officer  who  had  con- 
trol" of  it  ?  A.  I  showed  the  subpoena  to  one  of  the  counsel  of 
the  Erie  Company. 

Q.  Did  lie  instruct  you  not  to  bring  it?  A.  He  informed 
me  that  I  was  not  the  legal  custodian  of  those  documents. 

Q.  Didn't  you  show  the  subpoena  to  some  officer  of  the  cor- 
poration having  the  custody  of  the  document  ?  A.  No,  sir  ;  I 
did  not. 

Q.  You  made  no  other  effort  than  to  show  it  to  counsel? 
A.  That  is  all  I  did. 

Q.  Do  you  mean  the  counsel  who  represents  the  Erie 
Company  here,  or  down  in  New  York  ?  A.  I  mean  one  of  the 
Erie  counsel's  firm — one  member. 

Q.  In  New  York?     A.  In  New  York. 

Q.  Mr.  Barlow  ?     A.  No,  sir. 

Q.  You  were  requested  to  bring  other  things  in  your  subpoe- 
na; did  they  follow  the  same  course?  A.  I' have  not  brought 
any  with  me ;  the  only  other  things  that  the  subpoena  called 
for  were  documents  in  relation  to  James  Fisk's  transactions 
with  the  company,  and  those  are  not  in  my  possession. 

Q.  Did  you  make  the  like  inquiry  as  to  James  Eisk's  tran- 
sactions with  the  company  that  you  did  as  to  Mr.  Gould's  tran- 
sactions ?     A.  No ;  I  made  one  report  to  Mr.  Watson  regard- 
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ing  it,  and  I  received  directions  from  Mr.  Little  to  prepare 
such  a  report  for  him,  but  that  report  is  not  yet  finished. 

Q.  Is  it  substantially  done  ?  A.  I  would  say  not ;  it  is  in- 
complete. 

Q.  Is  it  intended  ever  to  complete  it  ?  A.  I,  for  my  part, 
intend  to  complete  it,  unless  Mr.  Little  instructs  me  different- 

Q.  Why  didn't  you  bring  that  part  of  it  which  is  under  your 
control  ?  A.  It  contains  a  good  many  scraps  and  loose  pa- 
pers which  would  not  enable  me  to  testify  intelligently  from  it. 

Q.  Would  not  you  be  better  enabled  to  testify  from  it  than 
if  you  had  no  papers  at  all  ?  A.  I  would  prefer  to  prepare  the 
report  first,  and  then  give  the  Committee  information  regard- 
ing those  matters. 

Q.  Did  you  preserve  a  copy  of  the  report  that  you  made  to 
Mr.  Little  ?    A.  I  did  not. 

Q.  Have  you  the  data  in  your  possession  from  which  that 
report  is  made  ?     A.  No,  sir  ;  I  have  not. 

Q.  Who  has  them  ?  A.  Mr.  Little  has  got  those ;  at  least 
he  had  them. 

Q.  Didn't  you  make  a  great  many  pencil  memoranda  and 
abstracts  from  the  books  and  all  sorts  of  aids  to  your  memory? 
A.  Yes,  I  think  I  had  a  good  many  "  all  sorts  of  aids  "  to  my 
memory,  but  I  was  not  in  the  habit  of  keeping  those. 

Q.  What  did  you  do  with  them  ?  A.  After  I  had  made  use 
of  them  I  generally  destroyed  them. 

Q.  Did  you,  in  point  of  fact,  destroy  those  ?  A.  I  certainly 
did ;  I  have  stated  so. 

Q.  Had  you  any  directions  to  destroy  them  ?  A.  No,  sir ; 
but  I  am  not  in  the  habit  of  filling  my  waste  paper  basket 
with  all  sorts  of  old  stuff. 

Q.  Can  you  state  whether  you  followed  Mr.  Gould's  acquisi- 
tion of  the  shares  in  the  Brooks  Locomotive  Works?  A.  I 
cannot  state  from  memory. 

Q.  Of  the  Erie  Emigrant  Company  ?  A.  There  was  no  such 
company,  to  my  recollection. 

Q.  Of  the  National  Stock  Yard  Company?     A.  No,  sir. 

Q.  Of  the  Jefferson  Railroad  Company  ?     A.  No,  sir. 

Q.  Of  the  Blue  Stone  Company  ?  A.  No,  sir ;  generally  I 
will  state  that  I  do  not  remember  any  of  these  specific  items. 

Q.  You  cannot  know  anything  about  them  until  I  have  read 
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them  to  you,  can  you  ?  A.  No,  of  course  not,  but  I  thought 
it  would  save  time. 

Q.  The  Glenwood  Coal  Company?  A.  I  have  a  general 
recollection  that  the  Erie  owns  some  of  those  securities,  and 
I  have  a  general  recollection  that  a  great  many  of  them 
were  received  from  Mr.  Gould,  but  that  is  all  I  recollect ; 
I  have  a  general  recollection  that  a  great  many  of  those 
securities  that  you  mention  are  in  the  possession  of  the 
Erie  Railway  Company  and  are  amongst  its  securities, 
and  I  have  a  general  recollection  that  most  of  those  that  you 
have  mentioned  were  received  from  Mr.  Gould ;  that  is  all  I 
can  remembei. 

Q.  Did  you  trace  the  acquisition  of  them  by  Mr.  Gould  as 
to  whether  or  not  tbey  were  or  were  not  the  property  of  the 
Erie  Company  in  fact  ?     A.  I  do  not  remember  that. 

Q.  Do  you  remember  whether  you  did  or  not  ?  A.  I  tried 
to  make  the  report  as  complete  as  possible  ;  I  have  uo  doubt 
that  I  made  efforts  in  the  direction  that  you  indicate. 

Q.  Do  you  remember  anything  contained  in  your  report 
about  the  shares  of  the  Suspension  Bridge  Company  ?  A.  I 
do  not. 

Q.  Or  the  Glenwood  Coal  Company  ?     A.  I  do  not. 

Q.  Its  bonds?     A.  No,  I  do  not. 

Q.  Anything  about  the  shares  of  the  Lackawanna  &  Sus- 
quehanna Company  ?  A.  Nothing  further  than  I  remember 
that  was  part  of  the  securities  received  from  Mr.  Gould  in 
settlement. 

Q.  The  Alleghany  Transportation  Company  ?  A.  There  is 
no  such  concern  connected  with  the  Erie  as  far  as  I  know ;  we 
received  some  stock  in  the  Pennsylvania  Transportation  Com- 
pany from  Mr.  Gould. 

Q.  The  New  York  &  Hackensack  Railroad  Company?  A. 
I  think  that  was  received  from  Mr.  Gould  in  settlement. 

Q.  The  Hackensack  Extension  Railroad  Co.  ?  A.  I  think 
that  was  received  from  Mr.  Gould  in  settlement. 

Q.  Nyack  &  Northern  Railroad  Company?     A.  That  also. 

Q.  Northern  Railroad  Company  ?     A.  That  also. 

Q.  Jefferson  Car  Company  ?     A.  That  I  don't  recollect. 

Mr.  Stebne — It  is  very  evident  that  this  witness,  in  the  ab- 
sence of  this  statement  that  he  has  made,  cannot  give  us  the 
information  that  we  require.     Now,  if  Mr.  Little  will  promise 
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to  furnish  that  statement,  or  ratlier  the  Erie  Bailway  Com- 
pany will  promise  to  furnish  that  statement  (and  it  is  evident- 
ly in  their  possession),  we  will  suspend  the  examination  of  Mr. 
Stein  at  this  point. 

Mr.  Baker  (Chairman  pro  tern.)— Mr.  Little,  can  you  fur- 
nish those  statements  ? 

Mr.  Little— They  are  not  in  my  possession. 

Mr.  Sterne — In  whose  possession  are  they  ? 

Mr.  Little — I  think  they  are  in  the  possession  of  Mr. 
Jewett. 

Mr.  Stebne — I  think  this  Committee  should  call  for  that 
statement. 

Mr.  Baker  (Chairman pro  tern.) — You  will  have  the  statement 
produced  ? 

Mr.  Shipman — Undoubtedly  we  can  satisfy  the  Committee 
when  we  get  in  New  York,  in  ten  minutes. 

Mr.  Baker  offered  the  following'7  resolution  which  was 
adopted : 

Resolved,  That  a  Sub-Committee  of  three  be  appointed  to  sit 
in  the  City  of  Bochester  (and  also  in  Elmira,  if  deemed  advis- 
able), to  hear  and  receive  such  proofs  as  may  be  proper  upon 
the  matters  referred  to  this  Committee. 

The  Chair  appointed  as  such  Committee  Messrs.  Baker, 
Low  and  Wadsworth. 

Mr.  Grady  offered  the  following  resolution,  which  was 
adopted  : 

Resolved,  That  a  Sub-Committee  of  five,  of  which  the  Chair- 
man be  one,  be  appointed  to  proceed  to  Buffalo  upon  call,  and 
investigate  abuses  alleged  to  exist  in  the  railroad  management 
of  this  State,  by  the  citizens  of  Buffalo  and  Western  New  York. 

The  Chair  appointed  as  such  Committee  Messrs.  Hepburn, 
Husted,  Low,  Brady  and  Baker. 

Mr.  Terry  offered  the  following  resolution,  which  was 
adopted  : 

Resolv&l,  That  a  Sub-Committee  of  three  be  appointed  by 
the  Chairman,  to  investigate  the  abuses  alleged  to  exist  in  the 
management  of  the  affairs  of  the  Delaware  &  Hudson  Canal 
Company,  and  all  lines  of  railroad  under  its  control ;  the  Sub- 
Committee  to  meet  when  and  where  the  Chairman  thereof 
shall  direct. 
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The  Chair  appointed  as  such  Committee  Messrs.  Terry, 
Husted  aud  Noyes. 

Mr.  Duguid  offered  the  following  resolution,  which  was 
adopted  : 

Resolved,  That  a  Sub-Committee  of  three,  of  which  the  Chair- 
man shall  be  one,  shall  be  appointed  to  examine  the  books  of 
the  Union  Stock  Yard  &  Market  Company,  the  books  of  the 
New  York  Central  Sleeping  Car  Company,  the  books  of  the 
"Wagner  Drawing  Room  Car  Company,  and  such  other  books 
as  may,  from  time  to  time,  be  called  for  by  the  Committee,  and 
also  to  investigate  the  abuses  alleged  to  exist  in  the  manage- 
ment of  the  affairs  of  the  Utica  &  Black  River  Railroad  Com- 
pany. The  Sub-Committee  to  meet  at  the  call  of  the  Chair- 
man thereof  at  such  place  as  he  may  direct. 

The  Chair  appointed  as  such  Committee  Messrs.  Hepburn, 
Duguid  and  Noyes. 

Adjourned  to  Monday,  September  1st,  1879,  at  10  A.  m. 


Saratoga  Springs,  N.  Y,  September  1st,  1879. 
The  Committee  met  pursuant  to  adjournment. 
Present :  All  the  Committee  except  Mr.  Gkady. 
George  T.  Boich,  recalled. 

By  Mr.  Sterne  : 

Q.  Did  you  hear  Mr.  Jewett's  testimony  in  relation  to  the 
valuation  ?     A.  I  did  not. 

Q.  He  testified,  substantially,  that  you  were  not  authorized 
to  put  any  values  to  the  inventory  that  you  made,  and  that  you 
were  not  a  competent  person,  on  the  whole,  to  value  the  whole 
of  the  property  ;  now,  will  you  tell  this  Committee  what  au- 
thority, if  any,  you  had  for  making  the  values,  to  which  you 
have  testified  in  your  examination  in  chief,  at  New  York,  and 
also  what  steps  you  took  in  the  way  of  getting  expert  valuations 
of  the  various  properties  comprising  what  is  known  as  the 
Erie  Railway  Company  aod  its  leased  lines  and  properties  of 
all  descriptions,   whether  railway   or  not?     A.  If  the  Com- 
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mittee  please,  I  can  give  a  connected  outline,  a  brief  history  of 
my  connection  with  the  inventory,  from  the  first,  and  then 
you  can  gather  from  that  the  answer  to  the  question. 

Q.  I  want  to  draw  your  attention  to  the  fact,  that  you  did, 
substantially,  do  that  once  before  ;  we  don't  want  to  duplicate 
testimony  at  all  ?  A.  In  regard  to  the  first  question,  whether 
I  had  authority  or  no  authority  to  put  in  the  values,  at  my 
first  interview  with  Mr.  Jewett  on  the  subject,  which  was  on 
the  27th  of  May,  1875,  the  day  after  the  ,  Receiver  was  ap- 
pointed, in  the  presence  of  Mr.  Bowen,  Mr.  Jewett  remarked 
that  he  had  just  directed  Mr.  Bowen  to  take  the  inventory,  as  he 
had  been  directed  under  the  order  of  the  court,  and  he  desired 
me  to  take  the  papers,  as  they  came  into  Mr.  Bowen's  office,  and 
collate  and  arrange  them  for  the  court ;  that  is  to  say,  Colonel 
Bowen  was  to  take  the  inveutory.  Under  those  instructions 
from  Mr.  Jewett,  he  sent  out  instructions  to  the  various  divis- 
ion superintendents,  and  parties  who  he  thought  had  charge 
of  the  property,  and  in  the  course  of  six  or  eight  weeks  these 
papers  began  to  flow  into  my  office ;  I  think  it  was  about  the 
last  of  July  ;  I  don't  testify  as  to  the  precise  date,  but  I  think 
it  was  about  three  days  befere  Mr.. Jewett  was  hurt. 

By  Mr.  Shipman  : 

Q.  Do  I  understand  you  that  Mr.  Jewett  sent  out,  or  Mr. 
Bowen  sent  out?  A.  Mr.  Bowen  sent 'out;  Mr.  Jewett  gave 
Mr.  Bowen  instructions,  and  Mr.  Bowen  sent  out '  his  instruc- 
tions, under  those  general  instructions,  to  the  subordinates  ; 
at  this  date,  some  time  the  last  of  July,  three  or  four  days  be- 
fore Mr.  Jewett  was  hurt  and  left  the  office  for  some  months, 
I  took  a  portion  of  these  manuscripts  in  to  him  to  call  his  at- 
tention to  the  manner  in  which  the  inventory  had  been  pre- 
pared as  it  came  to  me  ;  I  particularly  called  his  attention  to 
some  three  or  four  items,  one  of  which  I  recollect  was  the 
belting  returned  lroin  the  Susquehanna  shops  ;  the  term  used 
was  6,000  feet  of  belting,  from  1  inch,  or  from  2  inches,  to  20 
inches  wide  ;  something  of  that  kind ;  I  called  his  attention 
to  the  valuation  ot  two  steam  engines  at  the  Owego  shop ; 
one  steam  engine,  $2,500 ;  one  steam  engine,  immediately 
under  that,  I  think,  about  $500  ;  the  first  one  was  $2,500,  and 
the  other  I  will  calJ  $5U0  ;  but  the  point  that  I  called  his  at- 
tention to  was   that   those  descriptions  did   not  identify  the 
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property  in  the  least  degree  ;  we  did  not  know  the  power 
of  these  engines,  the  size  of  the  cylinder,  or  any  of.  those 
points  which  determine  the  size  and  value  of  such  a  piece  of 
property;  I  said  to  him  then,  "It  is  very  desirable  that  I 
should  know  percisely  how  this  work  is  to  be  done,"  and  I 
said,  "  There  are  two  ways  in  which  it  can  be  done  ;  one  is  for 
me  to  take  these  papers  as  they  come  into  my  office  and  have 
them  carefully  copied,  without  reference  to  the  question  of 
whether  they  are  correct  or  not,  or  whether  they  are  explicit  or 
not,  and  do  the  work,  in  other  words,  in  a  perfunctory  manner ; 
and  the  other  way  is  to  critically  examine  the  items,  and  see  that 
the  property  is  properly  described ;"  he  replied  to  that,  "  I 
want  you  to  do  it  in  the  latter  way ;  I  want  it  done  right,"  lay- 
ing great  emphasis  on  the  word  "  right ;"  "  but  I  want  it  done 
as  promptly  as  possible  ;"  I  think  that  is  almost  his  identical 
language. 

By  Mr.  Sterne  :   . 

Q.  Was  there  anything  said  about  yalues  ?  A.  Not  a  Word  ; 
these  valuations  I  called  his  attention  to,  and  there  was  not  a 
word  said  on  the  subject,  either  that  we  should  value  them  or  we 
should  not  value  them  ;  it  was  simply  the  general  question  of  how 
the  work  was  to  be  done,  and  his  answer  was  to  do  it  "  right ; " 
he  was  hurt  immediately  after  that,  and  I  did  not  see  him  again 
until  the  middle  of  January  ;  in  the  meantime  my  work  con- 
tinued in  collating  these;  until  the  1st  of  September,  when,  in 
a  report  made  to  the  Superintendent  upon  the  then  condition  of 
the  inventory  papers,  I  showed  him  that  only  a  portion  of  the 
property  had  been  inventoried,  although  I  was  pressed  by  the 
several  officers  of  the  road  to  furnish  the  whole  inventory ;  I 
said,  "  It  is  impossible ;  the  inventory  has  not  been  com- 
pleted ;  there  are  large  blocks  of  property  that  have  not  been 
touched;"  Mr.  Bowen  then  requested  me  to  take  this  matter 
in  hand  personally,  and  take  such  steps  in  his  name  to  obtain 
this  lacking  data  as  I  thought  proper,  and  under  that  authority 
1  went  on  until  Mr.  Jevvett  returned  in  January  ;  nothing  was 
said  about  values,  but  as  a  large  portion  of  the  original  papers 
that  were  furnished  under  Mr.  Bowen's  orders  had  values,  and 
as  my  conception  of  an  inventory  was  that  it  should  have 
values,  and  more  particularly  as  early  in  November  sometime — 
I  can't  of  course,  give  the  date,  but  I  will  say  from  the  10th  to 
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the  15th  or  20th  of  November— we  received  copies  of  Sir  Ed- 
ward Watkin's  speech  of  the  20th  of  October,  1875,  portions 
of  which  you  have  read ;  I  read  those  proceedings  and  1 
saw  there  indicated  in  the  remarks  which  you  have  quo'.ed  a 
desire  to  have  this  property  valued  ;  it  was  very  explicit,  and 
it  seemed  to  me  that  that  in  itself  indicated  that  we  were  to 
have  values. 

Q.  What  steps  did  you  take  for  the  purpose  of  having  those 
values  correctly  ascertained  ?  A.  My  efforts  were  directed  to 
outlining  a  system — first  a  classification  of.  the  property,  and 
then  a  system  by  which  I  could  introduce  the  knowledge  of  ex- 
perts in  the  different  branches  of  property  which  we  had  to 
deal  with ;  for  instance,  in  the  matter  of  the  water  transporta- 
tion which  formed  one  group  of  the  classification,  tne  Erie 
Koad  at  that  time  had  about  between  16,000  and  17,000 
tons  of  tonnage  in  the  harbor  of  New  York,  con- 
sisting of  six  or  seven  large  ferryboats,  some 
twenty-eight  barges  for  carrying  freight,  one  of 
them  1,500  tons,  several  tugs,  and  tour  or  five  floats  for  float- 
ing cars — making  that  aggregate  tonnage  ;  that  property  I  had 
described,  except  the  values,  and  those  descriptions  I  placed  in 
the  hands  of  two  United  States  Inspectors  of  Hulls  and  Steam 
Vessels  in  the  Harbor  of  New  York  ;  I  gave  them  an  order ;  I 
wrote  them  first  to  know  whether  they  would  make  the  exam- 
ination I  wanted;  they  said  they  would;  upon  that  I  gave 
them  an  order  and  requested  them  to  make  this  examination, 
and  give  me  first  the  value  of  the  steam  vessels  as  they  stood, 
or  of  all  the  vessels  as  they  stood  ;  then  what  it  would  cost  to 
put  them  in  first  class  repair,  and  then  what  a  new  versel  built 
at  the  time  that  this  inspection  was  made,  having  all  the  ap- 
pointments of  each  one  of  these,  would  cost ;  that  gave  us  a 
wide  range  of  values  ;  they  made  that  examination,  and  their 
report  is  now  on  file  in  the  office  and  was  the  basis  of  the 
values  which  are  given  in  the  inventory  ;  one  of  these  inspec- 
tors was  Addison  Lowe  and  the  other  was  Mr.  Simmons,  a 
shipbuilder  of  New  York,  since  dead. 

Q.  Did  they  charge  for  the  work  V  A.  They  charged  for 
the  work. 

Q.  And  were  paid  by  the  Erie  Company  ?  A.  Were  paid  by 
the  Erie  Company  ;  in  the  matter  of  buildings,  which  was 
another  important  icem,  I  prepared  a  form  by  which  we  could 
83 
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describe  these  buildings,  and  then  I  selected  a  builder — a  car- 
penter and  builder,  or  master  builder,  and  a  master  mason  ;  both 
men  came  to  me  with  high  recommendations,  and  I  selected 
them  particularly  because  they  never  Lad  anything  to  do  for 
the  Erie  Road  ;  they  knew  nothing  about  it ;  they  were  men 
who  lived  in  the  City  of  New  York  and  bad  done  their  work 
there  ;  I  constituted  a  board  to  examine  the  buildings  and  -ap- 
praise their  value,  consisting  of  these  two  men,  and  the  third 
member  was  the  division  carpenter  on  each  geographical  di- 
vision of  the  road,  of  which  there  were  six,  and  as  they 
passed  from  one  division  to  the  o.ther  the  third  member  was 
a  new  man;  they  examined  these  buildings  and  gave  their 
appraisement,  and  that  appraisement  is  in  the  office  under  their 
certificate  ;  every  building  on  the  road  was  appraised  by  them 
in  that  w'ay. 

Q.  How  about  the  roadbed  and  the  tunnels?  A.  The  lands 
upon  which  the  road  bed  is  situated — in  that  inventory  I  pre- 
pared two  columns  ;  in  the  first  column  of  valuations  I  gave  the 
cost  of  each  fuece  of  land  as  purchased  from  the  proprietor  ; 
then  I  had  another  column  in  which  I  placed  the  value  obtain- 
ed in  this  way  ;  I  wrote  a  letter  to  Mr.  Finch,  who  is  the  land 
agent  of  the  road,  and  has  been,  I  believe,  for  some  twenty  or 
twrenty-five  years,  and  has  been  connected  with  it  both  as  land 
agent  and  as  clerk  for  his  father  for  probably  thirty  years,  his 
father  having  connection  with  the  land  office  previously  ;  Mr. 
Finch  attends  to  the  paying  of  taxes  and  he  attends  to  the 
question  of  the  assessments  of  the  road  bed  and  the  property 
in  all  t'ae  counties  through  which  the  road  passes,  and  is 
probably  more  conversant  with  the  value  of  the  lands  adjoining 
the  railroad  than  any  other  man  in  the  company ;  I  believe  it 
is  acknowledged  that  he  understands  those  things  more  thor- 
oughly than  any  one  ;  I  addressed  him  a  letter — an  official  let- 
ter—and  asked  him  to  give  me  a  fair  valuation  of  the  lands 
adjoining  the  railroads  from  one  end  to  the  other  for  each 
county,  according  to  his  best  judgment ;  he  did  so,  and  named 
a  figure,  and  upon  those  figures  we  calculated  the  value  of  the 
acreage  obtained  from  each  individual  and  then  aggregated  to- 
gether ;  at  the  terminal  points,  such  as  Buffalo  and  New  York, 
where  there  were  large  tracts  of  land  — and  in  quite  a  number 
of  instances  tracts  purchased  comparatively  recently — we  took 
the  price  at  which  they  had  been  bought  as  the  valuation,  con- 
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sidering  that  that  was  as  fair  as  we  could  get ;  the  endeavor 
was  to  get  a  fair  value. 

Q.  The  tunnel  ?  A.  With  regard  to  the  valuation  of  the 
Bergen  tunnel,  as  it  was  a  very  important  piece  of  property, 
and  cost  over  a  million  of  dollars,  I  engaged  the  services  of  an 
engineer  who,  for  the  first  two  years  of  the  building  of  the  tun- 
nel was  the  assistant  engineer,  with  Mr.  Catherwood,  I  think, 
the  principal  engineer,  and  subsequent  to  his  retirement,  was 
the  chief  engineer  of  the  tunnel,  and  finished  it;  that  was  John 
Houston. 

By  Mr.  Shipman  : 

Q.  Who  did  you  say  was  the  engineer  of  the  tunnel?  A.  I 
think  Mr.  Catherwood  was  the  original  engineer  of  the  Bergen 
tunnel. 

Q.  Which  Catherwood?  A.  I  only  know  the  name  of  Cath- 
erwood ;  I  don't  know  his  given  name. 

Q.  He  is  the  one  that  made  the  appraisal?  A.  Not  at  all  ; 
Mr.  John  Houston  when  he  went  on  duty  with  Mr.  Catherwood 
was  his  assistant  engineer  in  building  the  tunnel,  years  ago, 
away  back  in  1856  or  1857;  on  the  retiring  of  Mr.  Catherwood, 
Mr.  Houston  took  charge  of  the  work,  and  had  charge  of  it 
during  the  last  eighteen  months  or  two  years — its  completion, 
and  therefore  having,  as  you  may  say,  been  connected  with  the 
work  and  latterly  built  it  and  knowing  all  about  it,  I  thought 
he  was  the  best  man  to  put  a  valuation  on  it ;  he  made  an  in- 
spection of  the  tunnel  and  spent  two  weeks  in  examining  every 
part  of  it,  and  upon  that  inspection  and  its  condition  he  based 
his  valuations  at  prices  ruling  at  that  date  ;  that  was  in  the  full 
of  1876 ;  with  regard  to  the  rails,  Mr.  Houston  took  a  corps  of 
assistant  engineers;  I  thiuk  we  had  two  on  each  division;  the 
whole  matter  was  placed  in  his  hands,  and  he  measured  and 
classified,  and  from  that  classification  took  the  weight  and  con- 
dition of  all  the  rails  on  the  road,  amounting  to,  in  round  num- 
bers, about  14R,000  tons.  The  rails  were  graded  in  three 
classes,  first,  second  and  third,  and  it  was  a  matter  of  judg- 
ment with  these  gentlemen,  who  were  all  engineers  and  thor- 
oughly familiar  with  railroad  operations,  as  to  what  class  those 
rails  should  go  into  ;  the  prices  at  which  they  were  carried  out 
were  the  ruling  prices  of  that  date,  as  near  as  my  recollection 
in  the  inventory  serves  me,  of  about  $43  for  steel  rails,  and  I 
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will  say  from  $38  to  $39  for  iron  lails,  but  the  record  shows ;  I 
only  give  that  as  an  illustration  ;  the  record  is  there. 

By  Mr.  Stebne  : 

Q.  Coal  lands  ?  A.  My  impression  is  that  I  was  prohibited 
from  taking  the  inventory  of  those ;  I  had  an  order  from  Mr. 
Jewett,  I  think  it  was  in  October,  .1876;  at  an  interview  I  had 
with  him,  he  said  :  "  I  don't  want  any  more  inventory  taken  ; 
I  want  the  whole  thing  stopped  ;"  at  that  time  I  had  in  hand 
preparations i for  inventorying  the  coal  property,  but  I  dropped 
it  from  that  time,  and  the  coal  property  is  inventoried  at  the 
value  of  the  stock ;  the  stock  is  put  in  in  the  companies  that 
control  the  coal  lands. 

Q.  How  about  the  bonds,  stocks  and  other  things  ?  A.  The 
stocks  and  bonds  owned  by  the  company  at  that  time,  the  in- 
ventory values  are  based  and  are  identical  with  a  report  pre- 
pared by  Mr.  Shearman,  then  treasurer  of  the  company,  at, 
I  understood — I  don't  speak  positively  on  that  point,  but  I 
think  I  was  told  at  the  time — at  Mr.  Jewett's  request,  giving 
the  description  of  the  bonds  and  their  probable  market  value 
at  that  time,  as  near  as  it  could  be  ascertained ;  that  report,  I 
understood,  was  afterwards  sent  to  Sir  Edward  Watkin,  as 
representing  a  fair  statement  of  the  stocks  and  bonds  of  the 
company,  and  when  I  called  upon  Mr.  Shearman,  being  the 
Treasurer  of  the  company,  for  the  inventory  of  those  bonds, 
he  gave  me  a  transcript  of  this  report ;  I  so  understood  it  at 
the  time. 

Q.  What  was  the  cost  of  that  valuation  to  the  company  ? 
A.  The  cost  of  the  inventory? 

Q.  Of  the  inventory  ?  A.  In  round  numbers,  I  think  it  was 
about  $85,000  or  $86,000,  the  whole  property  ;  but  it  is  to  be 
understood,  that  this  inventory  did  not  only  cover  the  property 
that  the  Erie  Railway  Company  owned,  but  under  the  order  of 
the  court  to  the  Receiver  in  the  People's  suit,  he  was  to  in- 
ventory, not  only  property  that  the  Erie  Railway  Company 
owned,  but  all  the  property  that  came  into  his  possession  ;  that 
is,  the  property  on  the  leased  lines,  and  the  property  on  the 
operated  lines,  which  made  a  very  large  sum,  amounting,  I  think, 
in  round  numbers,  to  about  $86,000,000  or  $87,000,000,  along 
there.  In  answer  to  your  first  question,  in  regard  to  what 
orders  Mr.  Jewett  gave  about  values,  I  should  say,  that  in  the 
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interview  I  had  with  him,  I  think  it  was  in  the  spring  of  1876 
— it  was  after  he  had  recovered  and  returned  to  the  office — at 
an  interview  I  had  with  hiin,  showing  him  some  papers,  he 
made  this  remark :  "  Are  you  putting  values  into  the  court 
copy  ?  "  I  said,  "  Yes,  sir."  Said  he,  "  I  want  no  values  put  into 
the  court  copy,"  but  he  expressly  said  the  "court"  copy;  he 
made  no  allusion  to  any  other  copy. 

Q.  Did  he  know  that  there  were  several  copies  preparing? 
A.  He  knew  that,  because  I  had  consulted  him  on  that  subject ; 
he  knew  we  had  the  original  papers  of  course ;  that  was  the 
basis  of  everything;  he  knew  that  we  were  making  a  court 
copy,  and  I  had  spoken  to  him  about  the  copy  for  the 
London  Trustees,  and  it  was  in  October,  1876,  that  he  gave  me 
the  instructions  not  to  continue  any  more  work  on  the  copy 
for  the  London  Trustees  ;  to  stop  it. 

Q.  But  he  was  awaie  that  the  work  was  being  done  for  the 
London  Trustees  ?  A.  I  have  every  reason  to  believe  that  he 
was  aware  of  it,  for  I  had  consulted  him  on  the  subject ;  he  may 
temporarily  have  forgotten  it  in  the  vast  amount  of  business 
he  had. 

Q.  Some  allusion  was  made  to  the  copyrighting  of  the  in- 
ventory ?  A.  I  copyrighted  it ;  I  copyrighted  the  blanks 
as  they  were  made  ;  my  great  object  in  preparing  the  inventory 
was,  of  course,  to  do  the  work  in  the  most  thorough  and  best 
manner  for  the  Erie  Railway  Company  ;  to  do  that  I  had  to 
prepare  a  great  many  blank  forms  to  take  up  the  description 
of  the  different  classes  of  property  ;  these  forms  numbered 
several  hundred,  and  they  were  prepared,  I  might  say,  with 
but  very  few,  perhaps  one  or  two  exceptions,  in  my  rooms,  out 
of  office  hours  ;  I  spent  my  evenings  and  early  mornings  in 
preparing  these  foi  ms ;  of  course  it  was  a  very  great  labor; 
the  classification  of  the  property  was  a  great  labor,  and  I  had 
no  idea  of  copyrighting  it  at  all,  but,  at  the  suggestion  of  friends ; 
after  I  got  a  considerable  way  into  it  they  said  they  thought  it 
was  wiser  for  me  to  do  it,  and  I  did  so  ;  it  was  my  property, 
made  during  my  own  time  ;  I  did  not  neglect  official  duties  to 
do  the  work,  and  I  felt  that  I  had. an  entire  right  to  copyright 
it;  I  never  charged  the  Erie  Railway  Company  anything  for  the 
use  of  them,  and  of  every  copy  I  had  from  ten  to  twenty 
copies  printed  lor  my  own  use  by  the  printer  ;  when  the  types 
were  set  up  and  copies  were  printed,  such  as  the  Erie  Company 
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wanted,  I  had  an  order  to  the  printer  to  print  me  ten  copies 
for  myself,  and  I  have  those  now,  the  object  being  that  I  might 
have  a  few  of  my  own. 

By  Mr.  Shipman  : 

Q.  "What  do  you  mean  when  you  say  "  the  court  copy"  ?  A.  I 
mean  the  copy  which  was  prepared  expressly  for  the  Supreme 
Court  from  the  original  record. 

Q.  Is  that  the  copy  in  nineteen  volumes  or  the  copy  in  two 
volumes?  A.  That  is  the  copy  in  nineteen  volumes,  and  you 
might  say  also  it  is  the  copy  in  two  volumes,  because  the  copy 
in  two  volumes  is  a  boiling  down  of  the  copy  in  nineteen ;  I 
think,  to  speak  correctly  it  is  in  eighteen  volumes  ;  but  it  is 
in  eighteen  large  volumes  and  one  thin  volume  ;  the  franchises 
were  in  one  thin- volume  ;  but  in  the  office,  in  doing  the  work 
during  the  two  years  that  we  were  on  it,  we  always  designated 
it  as  the  court  copy,  as  it  was  being  prepared  for  the  court,  to 
distinguish  it  from  the  original  copy  which  had  to  be  prepared, 
of  course,  from  the  original  papers;  but,  as  I  understand  it,  what 
I  call  the  court  copj7  in  eighteen  volumes  never  saw  the  court ; 
the  condensed  copy  in  two  volumes  was  sent  to  the  court. 

Q.  "Who  directed  you  to  employ  Mr.  Lowe  and  Mr.  Simmons 
to  appraise  the  tonnage  that  belonged  to  the  Erie  Company, 
in  New  York  harbor  ?  A.  Mr.  Shearman  authorized  it ;  I  was 
under  his  orders  at  that  time. 

Q.  Did.  you  make  this  inventory  under  his  orders?  A.  I 
made  the  inventory  under  Mr.  Jewett's  orders  ;  I  can't  say  at 
what  time,  but  it  was  after  Mr.  Jewett  returned,  from  his  ill- 
ness, to  the  office  ;  he  said  that  there  were  so  many  details 
about  it,  and  it  took  so  much  of  his  time,  that  he  requested 
Mr.  Shearman  to  take  charge  of  the  business,  and  I  was  to 
report  to  him,  and  did  so  report  to  him ;  particularly  during 
Mr.  Jewett's  absence  in  Europe,  I  reported  to  Mr.  Shearman, 
and  all  that  I  did  was  done  with  his  consent,  and  I  have  his 
written  order  covering  all  that  period. 

Q.  Did  you  confer  with  any  other  person  except  Mr.  Shear- 
man about  the  inventory  and  appraisal  of  this  property,  except 
as  you  have  stated  here  ?  A.  Do  you  mean  with  different  indi- 
viduals or  an  executive  officer  ? 

Q.  Any  other  executive  officer  of  the  road  ?  A.  I  may  have 
done  so,  but  I  do  not  recall  any  particular  instance. 
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Q.  Did  you  confer  with  Mr.  Bowen?  A.  I  cannot  say 
whether  I  did  or  not. 

Q.  Did  you  with  Mr.  Chanute  in  regard  to  the  rolling  stock  ? 
A.  I  think  I  did  ;  I  think  I  had  some  conversation  with  him  on 
that  subject. 

Q.  After  you  commenced  this  work  of  appraising  or  appoint- 
ing persons  to  appraise  the  property  under  the  direction  of 
Mr.  Shearman,  did  you  confer  with  Mr.  Chanute  ?  A.  I  think 
I  had  several  conferences  with  him,  bat  we  were  in  each  other's 
offices  frequently  for  a  year  or  two,  and  I  cannot  recall. 

Q.  Who  directed  you  to  give  Mr.  Finch  the  order  to  value 
the  real  estate  of  the  Erie  Road  ?  A.  I  cannot  say  who  did  ; 
the  letter  is  on  file  ;  I  had  a  general  authority  to  conduct 
the  inventory  operations,  and  I  gave  it  under  that  general 
anthoBit}'. 

Q.  That  general  authority  you  got  from  Mr.  Shearman?  A. 
I  got  it  from  Mr.  Jewett. 

Q.  What  was  the  particular  authority  you  had  from  Mr. 
Shearman  ?  A.  Mr.  Shearman  said  to  me  that  he  had  been 
directed  by  Mr.  Jewett  to  take  charge  of  the  business  in  which 
I  was  engaged,  and  I  should  confer  with  him  ;  that  was  a  verbal 
order,  and  that  was  when  Mr.  Jewett  went  to  Europe,  in  June, 
1876;  I  think  that  was  the  time. 

Q.  Whom  does  the  Bergen  Tunnel  belong  to?  A.  The  Ber- 
gen Tunnel,  1  believe,  is  a  part  of  the  Long  Dock  Company. 

Q.  And  you  say  Mr.  Houston  spent  two  weeks,  with  a  corps 
of  engineers,  examining  that?  A.  No,  I  did  not  say  that;  I 
said  Mr.  Houston  spent  two  weeks  eximining  that,  and  I  did 
not  add  "  corps  of  engineers;"  that  you  will  find  in  the  in- 
ventory of  the  rails ;  there  he  had  a  corps  of  engineers,  be- 
cause there  was  90'J  miles  of  road  to  examine,  and  it  took  some 
time  to  do  it. 

Q.  Do  3rou  know  how  long  it  took  to  do  that?  A.  The  in- 
ventory was  taken  as  on  a  particular  day;  I  think  that  par- 
ticular day  was  named  as  the  1st  of  October,  1876  ;  we  began 
before  that  date,  and  we  completed  it  considerably  after  that 
date,  but,  of  course,  we  had  to  have  a  specific  day  ;  any  alter- 
ations in  the  rails,  by  renewal  or  changes,  made  before  or  after, 
were  noted,  and  the  changes  were  made  in  the  inventory  so  as 
to  make  it  correspond,  so  that  we  knew  just  how  it  stood  upon 
that  particular  day, 
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Q.  That  was  not  the  question  I  asked  you  ;  I  asked  you  if 
you  knew  how  loug  this  corps  of  engineers  were  engaged  in 
appraising  it  ?     A.  I  will  say  in  round  numbers  four  montbs. 

Q.  They  went  over  the  entire  road  for  that  purpose  ?  A. 
They  did. 

Q.  Can  you  give  me  their  names  ?     A.  1  cannot. 

Q.  Any  of  them  ?  A.  The  names  are  all  in  the  Superin- 
tendent's office,  printed  on  the  title  page  of  the  summary  of 
their  work  ;  I  recollect  the  name  of  one  gentleman  ;  Collin  R. 
Wise  was  one  of  them  ;  Mr.  Houston  was  the  chief,  and  he  had 
these  gentlemen  as  assistants ;  Mr.  Wise  was  one,  and  the 
others  I  do  not,  at  this  moment,  recall;  they  were  gentlemen 
who  came  to  me  with  proper  recommendations — men  I  had 
never  seen  before — and  I  have  every  reason  to  believe  now 
that  they  were  perfectly  competent  to  do  the  work,  aixl  took 
the  same  steps  to  do  it  that  any  person  would  take,  properly. 

Q.  You  say  that  Mr.  Jewett  told  you  in  the  spriug  of  1876 
that  he  wanted  no  values  put  on  the  court  copy ;  there  you  are 
referring  to  the  19  volume  copy?  A.  That  is  the  19  volume 
copy. 

Q.  How  nearly  completed  was  that  inventory  at  that  time  '? 
A.  We  finished  that  copy,  which  we  called  the  court  copy,  in 
March,  187/,  about  a  year  alter;  it  is  difficult  to  say  because 
the  work,  for  instance,  the  rails,  had  not  been  taken  at  that 
time  ;  the  rails  were  taken  afterwards. 

Q.  Up  to  that  time  the  values  wore  entered,  -were  they  not  ? 
A.  Up  to  that  time  the  values  were  entered,  and  the  values 
were  in  the  original  papers  furnished  by  Mr.  Bo  wen's  subor- 
dinates ;  most,  of  them  had  the  values  ;  that  was  the  origin. 

Q.  Who  was  the  printer  that  printed  the  blanks  that  you 
have  referred  to?  A.  The  printers  are  J.  J.  Little  &  Co.  who 
had  the  contract  for  printing  the  Erie  papers. 

Q.  Who  pointed  out  the  property,  the  shipping,  and  engines 
and  other  properties,  to  the  appraiser  that  you  have  named? 
A.  The  shipping,  the  tonnage  ? 

Q.  Yes.  A.  Mr.  Simmons  was  familiar  with  all  our  proper- 
ty ;  he  had  a  list  of  the  property  furnished  him,  of  course,  but 
he  had  built  one  of  the  ferryboats,  I  don't  remember  which, 
and  he  had  repaired  a'.l  the  ferryboats  at  different  times  pre- 
ceding this,  in  different  years,  and  quite  a  number  of  the 
barges ;  he  was  familiar  with  all  the  water  craft. 
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Q.  Who  visited  the  different  buildings  that  yon  say  were  ap- 
praised?    A.  The  Board  that  I  appointed  to  do  so. 

Q.  Was  any  communication  from  time  to  time,  when  this 
appraisement  that  you  speak  of  was  going  on,  made  to  Mr. 
Jewett  on  that  subject  ?     A.  There  was. 

Q.  When  ?  A.  I  think  sometime  in  the  spring  of  1876  I 
addressed  a  letter  to  Mr.  Jewett  suggesting  the  propiiety  of 
having  the  buildings  examined,  and  I  won't  be  positive  on  this 
point,  but  1  think  I  suggested  also  the  propiiety  of  having  an 
inspection  made  of  the  tonnage,  but  I  certainly  did  of  the  build- 
ings ;  I  explained  to  him  the  desirability  of  having  those  values 
accurate,  and  made  by  competent  persons,  and  suggested  the 
way  in  which  it  should  be  done  ;  he  made  no  written  answer 
to  that  letter,  but  in  reply  to  my  question  concerning  it  some- 
time after,  he  said  that  it  struck  him  favorably,  and  he  would 
take  the  matter  into  consideration  ;  that  was  his  answer :  "  I 
will  take  the  matter  into  consideration." 

Q.  That  was  a  verbal  communication  ?  A.  That  was  a  ver- 
bal statement. 

Q.  What  followed  that  ?  A.  He  went  to  Europe  almost 
immediately  after  that,  and  as  the  inventory  was  then  being 
pressed,  I  then  took  this  letter — as  Mr.  Shearman  was  left  his 
attorney  in  fact  and  had  all  those  matters  in  hand — I  had  this 
letter  copied  and  referred  it  to  Mr.  Shearman  and  asked  for  in- 
structions ;  he  instructed  me  in  a  communication,  which  I 
think  is  on  file,  to  proceed  as  I  had  marked  out ;  to  organize 
the  Board  and  have  the  buildings  appraised  ;  subsequently  he 
gave  me  an  order  authorizing  me  to  have  the  water  craft  ap- 
praised in  the  way  I  have  indicated,  and  subsequent  to  that  he 
gave  me  an  order,  after  consultation  with  Mr.  Chanute,  the  chief- 
engineer,  who  presented  no  objections,  that  the  rails  should  be 
valued  in  the  manner  I  have  indicated,  or  should  be  iu  ventoried, 
I  should  say,  in  the  manner  I  have  indicated  ;  those  orders  are 
all  on  file. 

Q.  Who  approved  the  vouchers  for  the  employment  of  all 
these  persons  that  you  speak  of?  A.  My  impressiou  is  that  in 
the  first  instance  the  original  bills  had  to  be  approved  by  me  ; 
they  were  passed  up  through  the  audit  office  in  the  regular 
way,  and  went  through  the  regular  channels ;  they  were  all 
paid;  there  is  no  doubt  about  that. 

Q,  That  is  not  the  question ;  I  asked  you  who  approved 
84 
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those  vouchers,  if  you  know?  A.  You  speak  of  vouchers  and 
I  speak  of  bills  ;  I  say  that  I  approved  the  original  bills  ;  the 
vouchers  were  approved  by  the  officers  designated  to  approve 
such  bills. 

Q.  Who  was  that  ?  A.  I  am  not  prepared  to  say  who  they 
were  ;  they  went  through  Mr.  Little's  office,  and  he  is  not  apt 
to  pay  things  unless  they  are  properly  vouchered. 

Q.  Do  you  know  whether  they  were  approved  by  Mr.  Shear- 
man ?  A.  I  think  very  likely  Mr.  Shearman  approved  a  great 
many  of  them  ;  they  were  approved  by  the  executive  at  that 
time,  whoever  he  was. 

Q.  Were  you  in  consultation  with  Mr.  Shearman  while  Mr. 
Jewett  was  in  Europe  in  the  summer  of  187B?     A.  I  was. 

Q.  Did  you  take  part  in  that  council  in  which  they  advised 
that  the  through  business  of  the  Erie  Eoad  be  abandoned? 
A.  I  did  not,  sir  ;  I  was  not  honored  with  any  such  consulta- 
tion as  that ;  I  had  nothing  to  do  with  it. 

Q.  Is  that  letter  in  your  handwriting  (handing  witness  a  let- 
ter) ?  A.  Yes,  sir  ;  that  is  my  handwriting,  a  private  letter 
written  to  a  gentleman. 

(The  witness  identities  twelve  letters  as  being  written  by 
himself,  and  they  are  marked  for  identification  Exhibits  1  to  12 
respectively,  Sept.  1st,  1879.) 

,  Q.  I  asked  you,  Colonel  Balch,  on  a  former  examination,  if 
you  remembered  writing  to  Mr.  Eedmond  deploring  the  fact 
that  Mr.  Jewett  was  not  indicted  in  consequence  of  Mr.  Phelps 
being  a  henchman  of  Governor  Morgan,  and  it  was  all  cut  and 
dried  ;  look  at  that  letter  and  see  now  if  that  refreshes  your 
recollection  on  that  point  (handing  witness  letter)  ?  A.  Yes; 
I  stated  so  then. 

Q.  For  the  three  years  that  you  were  in  I  he  Erie  office  you 
kept  up  a  very  hvely  correspondence,  didn't  yon,  with  different 
parties  in  relation  to  the  affairs  of  the  road  and  the  character 
of  Mr.  Jewett  and  other  officers  of  the  road?  A.  I  corres- 
ponded with  several  of  the  officers  of  the  road  ;  whether  it  was 
lively  or  not  is  for  vou  to  say. 

Q.  I  was  not  us-ing  the  word  lively  as  applied  to  the  style  of 
composition,  but  to  the  frequency  of  your  communications? 
A.  That  depends  upon  what  you  call  frequent ;  I  wrote  to  those 
gentlemen  •  they  were  my  private  friends.;  they  were  officers 
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of  the  company,  and  J  wrote  to  them  on  subjects  which  I 
thought  were  of  interest  to  them  and  myself. 

Q.  Won't  you  fix  the  time  as  nearly  as  you  can  when  you 
had  these  interviews  with  Colonel  Bowen  and  Mr.  Channte  about 
valuing  the  property  of  the  Erie  Company,  or  the  property  that 
went  into  the  hands  of  the  Receiver?  A.  I  could  not  fix  the 
date. 

Q.  As  near  as  you  can  ?  A.  I  could  not  fix  the  date  at  all ; 
we  were,  I  might  say,  in  daily  consultation  or  communication 
with  each  other. 

Q.  In  one  or  two  of  your  letters  to  Mr.  Linch,  I  believe  you 
state  that  Bowen  and  Channte  were  first-class  frauds  ?  A. 
Well,  if  you  will  produce  the  letter,  I  will  not  deny  my  own 
handwriting. 

Q.  Don't  you  remember  whether  you  did  or  not  ?  A.  I  don't 
remember  using  the  expression  ;  if  it  is  there,  I  said  it. 

Q.  If  you  did  say  it,  was  that  before  or  alter  you  consulted 
with  them  ?  A.  That  I  can't  say  ;  I  think  it  wc  uld  be  very  apt 
to  be  after,  though. 

Q.  Mr.  Sterne  asked  you  if  you  considered  y  out  self  as  the 
agent  of  Mr.  Jewett,  or  as  representing  the  stockholders  of  the 
Erie  lload  in  your  position?  A.  Mr.  Sterne  asked  me  the 
question  ? 

Q.  I  think  so,  according  to  my  recollection;  notheie,  but 
when  you  were  examined  iu  New  York  ?  A.  What  do  you  say 
the  question  was  ? 

Q.  The  question  that  he  put  to  you  was  wrhether  you  con- 
sidered yourself  at  work  for  Mr.  Jewett  or  for  the  stockhold- 
ers? A.  I  recollect  a  question  of  that  kind,  and  my  answer 
was  that  I  was  at  work  for  the  company  ;  I  worked  for  the 
corporation. 

Q.  And  for  the  benefit  of  the  stockholders  and  owners  of 
that  property  ?     A.  Indirectly. 

Q.  Did  you  communicate  to  Mr.  Jewett,  who  iu  some  sense 
represented  that  property,  that  Mr.  Bowen  and  Mr.  Chanute 
were  first-class  frauds?  A.  I  don't  think  I  ever  made  that  re- 
mark to  him. 

Q.  Did  you  communicate  anything  of  the  kind  to  him  ?  A. 
I  can't  say  whether  I  ever  did  or  not. 

Q.  Colonel  Balch,  don't  you  know  you  did  not  ?  A.  I  won't 
say  whether  I  did  or  not ;  I  know  that  Mr.  Jewett  expressed, 
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not  in  that  language,  but  in  very  much  the  same  language,  to 
Mr.  Shearman,  an  opinion  of  that  kind. 

Q.  Did  you  hear  it  ?  A.  I  did  not,  but  I  had  it  from  Mr. 
Shearman  direct. 

Q.  Don't  you  know  that  it  is  hardly  within  the  limits  of  your 
right  as  a  witness,  to  state  what  Mr.  Shearman  told  you  ?  A. 
You  must  stop  me  then. 

Q.  I  have  no  doubt  that  Mr.  Shearman  told  you  a  great  many 
things?  A.  I  have  reason  to  believe  that  what  he  did  was 
correct ;  it  is  a  matter  of  belief,  to  be  sure. 

Q.  Did  you  ever  communicate  your  opinion  which  you 
formed  of  these  various  employees — did  you  denounce  them  to 
any  Director  of  the  company  ?  A.  I  don't  recollect  that  I  did  ; 
it  would  be  of  very  little  use. 

Q.  It  is  not  necessary  for  you  to  state  the  reasons ;  I  want 
to  know  the  fact ;  did  you  communicate  it  to  the  recon- 
struction trustees  or  to  their  chairman,  Sir  Edward  Watkin  ? 
A.  I  did  not. 

By  Mr.  Stebne  : 

Q.  When  Mr.  Jewett  went  off  to  Europe,  did  you  give  him 
sheets  of  this  inventory  to  take  along?     A.  I  did. 

Q.  Did  he  ask  you  for  them  ?     A.  He  did. 

Q.  How  many  of  them  did  be  take,  do  you  think?  A.  Some 
three  weeks  before  he  left  he  sent  for  me  and  asked  me  if  it 
was  possible,  that  I  should  give  him  the  inventory,  meaning 
the  whole  inventory,  to  take  with  him  ;  I  told  him  that  would 
be  simply  impossible,  but  that  of  course  I  would  use  my  very 
best  efforts,  and  we  did  ;  we  worked  night  and  day  for  three 
weeks,  to  complete  and  close  up  that  portion  which  was  so 
near  completion  that  it  could  be  done,  and  I  think  I  furnished 
him  with  about  1 ,500  pages  that  was  complete  ;  each  group 
as  I  gave  it  to  him  was  complete,  so  that  he  could  see  the 
manner  in  which  it  was  done,  and  so  far  as  that  was  concerned, 
it  was  just  like  the  whole  thing  when  done  ;  so  that  he  knew 
the  character  of  the  work. 

Q.  Wasn't  there  a  lawsuit  against  Mr.  Bowman  in  behalf  of 
the  company  ? 

Mr.  Shipman — Oh,  no,  there  is  one  little  thing  that  you  do 
not  understand  ;  Colonel  Bowen  is  the  General  Superintendent 
of  the  Erie  Bailway  ;  Mr.  Bowman — I  don't  know,  but  he  is  a 
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colonel — they  are  almost  all  colonels  nowadays — Colonel  Bow- 
man was  a  gentleman  who  had  charge  of  quite  another  branch 
of  business. 

Q.  Was  it  Bowman  or  Bo  wen  that  you  had  reference  to 
when  you  spoke  of  the  man  being  a  first  class  fraud  ?  A.  I 
think  it  was  Colonel  Bo  wen ;  Colonel  Bowman  had  been  Pur- 
chasing Agent,  but  he  is  no  longer  in  that  capacity ;  he  left 
the  road,  I  think,  in  1870. 

Mr.  Shipman — Now,  as  you  have  introduced  Colonel  Bow- 
man's name,  I  will  ask  Colonel  Balch  if  he  did  not  recommend 
him  for  the  position  that  he  occupied? 

The  Witness— I  did. 

Stephen  Little  recalled : 

By  Mr.  Stekne  : 

Q.  You  are  the  Auditor  of  the  Erie  Railway  V  A.  I  am  the 
Auditor  of  the  New  York,  Lake  Erie  &  Western  Railroad 
Company. 

Q.  And  were  not  you  Auditor  of  the  Erie  Railway  ?  A.  Yes, 
sir. 

Q.  From  the  time  that  Mr.  Jewett  became  President?  A. 
Shortly  after  he  became   President,  I  was  appointed  Auditor. 

Q.  Were  you  also  the  Auditor  of  the  Receiver  ?  A.  Yes, 
sir. 

Q.  Therefore  tlw  books  of  the  Erie  Railway  Company,  of 
the  Receiver,  and  of  the  Nesv  York,  Lake  Erie  &  Western  Rail- 
way Company,  are  in  your  charge,  are  they  not?     A.  Yes,  sir. 

Q.  The  Junction  of  the  Auditor  is  to  be  the  head  bookkeeper, 
is  it  not?  A.  I  have  charge  of  all  the  accounts  of  the  company 
— a  general  oversight. 

Q.  You  were  requested,  in  your  subpoena,  to  produce  the 
accounts  of  the  Erie  Railway  Company  with  James  McHenry, 
with  S.  L.  M.  Barlow,  with  Henry  G.  Stebbins  and  with 
Bischoffscheirn  &  Goldschmidt,  have  you  produced  them?  A. 
I  have  not  sir. 

Q.  Why  did  you  not  ?  A.  The  books,  as  Mr.  Jewett  told 
you  in  his  testimony,  are  in  London. 

Q.  Tell  this  Committee  ;  please,  what  books  are  in  London? 
A.  The  books  of  the  Erie  Railway  Company. 

Q.  All  the   books  ?    A.  All  the  general   books  of  the   Erie 
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Railway  Company ;  and  many  of  the  subsidiary  ledgers  also 
are  in  London. 

Q.  Didn't  you  keep  copies  of  those  books  ?  A.  No,  sir  ;  that 
would  have  been  impracticable. 

Q.  Did  you  send  over  anything  else  but  your  ledgers  ?  A. 
I  cannot  recall  now  the  list  of  the  books  that  were  sent  on,  it 
is  quite  a  large  list. 

Q.  When  were  those  books  sent  ?  A.  I  think  it  was  some 
time  in  1876. 

Q.  When  do  you  expect  to  have  them  returned  ?  A.  I  cannot 
tell  you. 

Q.  Do  these  accounts  with  Mr.  McHenry  run  through  the 
whole  period  from  1872  to  1876?  A.  My  recollection  is  that 
they  do— to  1875. 

Q.  An  account  was  kept  with  McHenry  by  the  Erie  Com- 
pany from  1872  to  1875 ?  A.  That  is  the  best  of  my  recollec- 
tion. 

Q.  When  you  came,  therefore,  into  the  employ  of  the  Erie 
Railway  Company  you  found  such  an  account?  A.  I  am  not 
certain  whether  an  account  was  then  opened  with  McHenry  or 
not ;  I  don't  think  he  had  rendered  his  account  at  that  time. 

Q.  Was  not  an  account  opened  when  yon  sent  him  the 
bonds ;  wasn't  he  charged  by  the  company  with  a  debit  charge 
representing  the  amount  of  the  bonds  that  were  sent  him  ? 
A.  I  don't  recollect  that  he  was. 

Q.  Are  the  accounts  with  Mr.  Barlow  in  the  same  book  or 
the  same  books  ?     A.  Yes,  sir. 

Q.  The  account  of  Mr.  Stebbins  ?  A.  I  don't  think  there 
were  any  formal  accounts  with  Mr.  Barlow  and  Mr.  Stsbbins, 
I  mean  any  general  ledger  account  with  either  of  those  gen- 
tlemen. 

Q.  Into  what  account  would  payments  to  them  find  their 
way  ?     A.  Payments  on  what  account  ? 

Q.  Either  advances  made,  moneys  paid  to  them,  or  moneys 
paid  to  them  for  services  rendered  ?  A.  Moneys  paid  to  them 
for  services  rendered  would  be  charged  to  legal  expenses,  that 
is  as  far  as  Mr.  Barlow  is  concerned. 

Q.  And  Mr.  Stebbins  ?  A.  It  would  be  charged  to  an  ac- 
count entitled  "  Salaries  of  General  Officers." 

Q.  For  instance,  any  transaction  that  Mr.  Stebbins  made 
for  the  Erie  Railway  Company  in  relation  to  stock  transac- 
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tions,  where   would  they  find  their  way?     A.  What  kind  of 
stock  transactions  ? 

Q.  Sales  or  purchases  of  stock  for  the  Erie'  Railway  Com- 
pany, or  negotiations  of  loans  for  the  Erie  Railway  Company? 
A.  Do  yon  mean  in  his  capacity  as  broker  ? 

Q.  Either  in  his  capacity  as  broker  or  banker  or  what  not 
—  in  any  capacity  ?  A.  I  don't  know  that  he  negotiated  any 
stock  or  bonds  for  the  Erie  Company. 

Q.  Negotiated  no  loans  for  the  Erie  Company?  A.  Not 
that  I  know  of;  if  he  did  the  account  would  not  be  in  his 
name,  but  in  the  name  of  the  bank  from  whom  the  loan  was 
obtained. 

Q.  Suppose  you  paid  discounts  on  loans,  or  premium  on 
loans,  or  whatever  else  yon  may  choose  to  call  the  payments 
that  you  make — commissions  for  loans — would  not  the  name 
of  the  person  to  whom  you  paid  any  such  commission  appear? 
A.  It  would  appear,  but  not  on  the  general  ledger  of  the  com- 
pany ;  it  would  appear  as  so  much  commission,  or  interest,  or 
whatever  it  might  be,  and  be  charged  to  revenue  account. 

Q.  And  the  name  would  be  a  mere  incident  ?     A.  Yes,  sir. 

Q.  And  it  would  not  appear  under  the  name  of  the  person  to 
whom  the  payment  was  made  ?  A.  It  would  not  specifically 
appear  in  any  open  account. 

Q.  How  could  you  trace  any  such  payment  through  your 
books?     A.  We  keep  an  index  of  all  such  payments. 

Q.  Does  the  index  show  those  payments?  A.  It  would 
show  the  names  of  the  parties  to  whom  we  made  any  pay- 
ments. 

Q.  When  you  were  required  to  send  those  books  from  1872 
to  1875  to  Europe,  didn't  you  preserve,  if  not  copies  of  the 
books,  at  least  an  index  to  the  accounts  ?  A.  I  think  I  have  a 
balance  sheet  of  the  books. 

Q.  You  have  data,  haven't  you,  by  which  you  know  the  con-' 
tents  of  those  books  ?     A.  No,  sir,  I  have  not. 

Q.  Suppose  those  books  should  be  lost,  would  that  destroy 
the  record  of  the  Erie  Railway  Company  from  1872  to  1875  ? 
Q.  Yes,  sir,  it  would. 

Q.  You  were  likewise  required  to  bring  the  copy  of  the  ac- 
count of  the  First  Mortgage  Consolidated  Bonds  ?  A,  J  have 
no  such  account  as  that. 

Q.  Is  that  contained  in  the  books  ?     A.   Yes,  sir, 
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Q.  Id  the  books  that  vare  in  Europe?  A.  Yes,  if  you  refer 
to  the  first  consolidated  mortgage  bonds. 

Q  Yes  ;  the  bonds  that  were  issued  immediately  after  the 
so-called  rescue?  A.  That  is  the  first  consolidated  bonds,  I 
believe. 

Q.  Is  that  account  in  those  books  which  are  in  Europe  ? 
A.  Yes,  sir. 

Q.  Likewise  as  to  the  Second  Mortgage  Consolidated  Bond 
account?     A.  That  account  is  also  in  those  books. 

Q.  Has  not  that  lapped  over  into  1876,  and  is  not  there  an  ac- 
count which  will  enable  you  to  tell  to  this  Committee  how  much 
of  the  second  consolidated  mortgage  came  into  possession,  in 
the  way  of  money,  into  the  hands  of  the  Erie  Railway  Company 
or  its  Receiver?  A.  I  know  of  no  such  account  except  that 
which  is  appended  to  Mr.  Jewett's  statement  of  May  13th  ;  the 
account  prepared  by  Mr.  Shearman,  who  was  then  Treasurer 
of  the  company. 

Q.  From  what  data  did  he  then  prepare  that  account  ?  A. 
I  cannot  tell  you. 

Q.  Are  there  Treasurer's  books  independent  of  the  general 
books  which  are  in  your  charge?  A.  The  Treasuier  simply 
keeps  the  cash  book  ;  1  keep  a  copy  of  it. 

Q.  That  cash  book,  between  1872  and  1875,  did  not  go  to 
Europe,  did  it  ?     A.  Yes,  sir. 

Q.  What,  the  Treasurer's  cash  book,  too?     A.  Yes,  sir. 

Q.  Did  your  cash  book  go  to  Europe,  too  ?     A.  Yes,  sir. 

Q.  Did  you  send  a  double  cash  book  covering  the  same 
period?     A.  Yes,  sir. 

Q.  Why  did  you  do  that?  A.  Bec&use  they  asked  for  it; 
the  postings  to  the  general  ledger  accounts  are  made  from  my 
cash  book,  not  the  Treasurer's. 

Q. .  Have  you  any  accounts  which  were  furnished  by 
McHenry  to  you  ?     A.  No,  sir. 

Q.  I  mean  to  your  company  ?  A.  All  that  he  furnished 
were  sent  to  Europe  with  the  books. 

Q.  Did  you  preserve  any  copies  of  them  ?  A.  I  am  not 
sure  whether  I  have  or  not. 

Q.  You  were  asked  to  bring  that  account  with  you  ?  A. 
The  McHenry  account  ? 

Q.  Yes,    A.  I  don't  think  I  have  the  McHenry  account, 
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Q.  Haven't  you  a  copy  of  the  McHenry  account?  A.  I 
may  have  ;  I  would  not  be  positive. 

Q.  Have  you  seen  such  a  copy  at  any  time  ?  A.  I  have 
made  copies  of  it. 

Q.  "What  became  of  them  ?  A.  I  think  they  were  handed 
around  to  various  parties  ;  I  think  Mr.  Shearman  had  a  copy, 
and  Mr.  Jewett  bad  a  copy. 

Q.  Didn't  you  make  any  effort,  in  compliance  with  the  re- 
quest in  your  subpoena,  to  bring  that  copy  or  one  of  those 
copies  that  you  made  ?     A.  I  did  not. 

Q.  Why  not  ?     A.  I  don't  think  I  have  it. 

Q.  Tou  did  not  ask  for  it  ?     A.  No,  sir. 

Q.  You  could  make  such  an  effort,  couldn't  you,  and  produce 
that  account  ?  A.  I  could  get  to  it  if  I  have  it ;  there  would 
be  no  objection  to  it. 

Q.  Will  you  make  a  note  of  it  please,  so  as  to  get  to  it ;  now, 
do  you  remember  the  account  with  Mr.  McHenry  in  relation 
to  the  advances  made  on  the  C,  C,  C.  &  I.  Road  stock  ?  A.  I 
think  I  do. 

Q.  Have  you  furnished  a  copy  of  it  ?     A.  No,  sir. 

Q.  Is  that  also  contained  in  those  books  ?     A.  Yes,  sir. 

Q.  Haven't  you  made  a  copy  of  that  ?  A.  I  gave  full  copies 
of  it  to  the  Commissioner,  I  think,  who  took  the  testimony  in 
that  case,  Mr.  Pritchard. 

Q.  You  also  furnished  him,  didn't  you,  with  copies  of  the 
vouchers  that  were  passed  at  that  time  ?  A.  Yes,  sir  ;  I  think 
I  did. 

Mr.  Shipman — Do  you  mean  the  checks  ? 

Mr.  Steene — Yes,  sir. 

By  the  Chairman  : 

Q.  Did  I  understand  you  to  say  that  you  have  furnished  a 
copy  of  these  to  some  court,  so  that  they  are  a  matter  of 
record  now,  to  be  obtained  there*  ?  A.  A  Commissioner  was 
appointed  to  take  testimony  here  in  the  McHenry  suit — Com- 
missioner Pritchard — he  had  copies  of  all  those  checks, 
vouchers,  and  everything  else  ;  the  books  were  here  at  that 
time. 

By  Mr.  Steene  : 

Q.  Will  you  look  at  those  papers,  and  tell  me  whether  those 
85 
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are  accurate  copies  of  the  checks  that  were  then  furnished  by 
you  to  the  Commissioner  (handing  witnessjpapers)j?  A.  I  do 
not  recognize  the  writing. 

Q.  I  don't  ask  you  to  recognize  the  writing  ;"  I  ask  you  to 
recognize  the  checks  ?  A.  I  cannot  state  ;  they  may  be  and 
they  may  not ;  I  will  compare  them  with  the  books. 

Q.  They  were  called  for  last  week ;  haven't  you  been  able 
to  verify  those  checks  ?  A.  No  ;  I  have  not  been  to  New  York 
since. 

Q.  Mr.  Barber,  who  has  been  down  there  since,  hasn't  he 
been  able  to  verify  those  checks  ?  A.  I  don't  think  he  could 
do  it. 

Q.  You  were  Auditor  of  the  Pan  Handle  Road,  were  you  not  ? 
A.  Never. 

Q.  Weren't  you  Auditor  under  Mr.  Jewett  before  ?  A.  No, 
sir ;  never. 

Q.  Were  you  not  in  the  employ  of  the  same  railway  com- 
pany that  he  was  President  and  Receiver  of  ?     A.  Never. 

Q.  Yon  testified  in  the  proceeding  before  the  Commissioner, 
did  you  not  ?  A.  In  the  McHenry  proceeding  before  Pritch- 
ard  ;  I  did. 

Q.  Do  you  remember  testifying  that  the  first  time  the  $75,- 

000  check  given  to  Mr.  Barlow  for  McHenry  made  its  appear- 
ance on  the  books  of  your  company,  was  in  October  following 
the  August  when  it  was  given  ?  A.  Will  you  let  me  look  at 
the  testimony? 

Q.  I  will  have  it  looked  up  for  you  ;  don't  you  know,  without 
looking  at  the  testimony,  that  that  was  your  testimony  ?     A. 

1  have  some  recollection  of  that. 

Q.  And  that  you  explained  that  the  reason  was  that  you  ex- 
pected remittances  from  McHenry  and  they  did  not  come,  and 
therefore  the  charge  was  finally  made  ?  A.  I  think  I  recollect 
it. 

Q.  That  $75,000  was  the  "first  advance,  wasn't  it,  that  was 
made  on  this  C,  C,  C.  &  I.  Bailroad  stock  ?  A.  I  am  not  sure 
as  to  that. 

Q.  If  these  dates  are  correctly  given  would  that  be  true — 
the  dates  on  these  checks  ?     A.  It  would. 

Q.  Do  you  know  of  any  advances  that  had  been  made  prior 
to  the  advance  represented  by  the  sums  on  the  checks  which 
you  have  in  your  hand,  on  the  stock  which  the  Erie  Railway 
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Company  held  of  Mr.  McHenry's  stock?  A.  Advances  to 
whom? 

Q.  Advances  to  Mr.  Barlow.  A.  I  don't  think  the  stock 
was  then  held  by  the  Erie  Company. 

Q.  The  stock  was  not  held  when  the  first  advance  was 
made  ?     A.  I  think  pot. 

Q.  That  advance  was  made,  wasn't  it,  on  the  security  of  a 
judgment  that  McHenry  had  recovered  ;  that  $75,000  ?  A.  I 
think  not. 

Q.  Was  there  such  a  security  of  a  judgment,  to  your  knowl- 
edge? A.  I  recollect  something  about  a  judgment  having 
been  obtained  by  McHenry. 

.  Q.  Was  the  advance  of  $75,000  made  without  any  security 
whatever  ?  A.  I  cannot  tell  you  as  to  that ;  I  knew  nothing 
of  that  advance  until  it  came  before  me  in  October,  I  think,  in 
1874. 

Q.  Without  reference  to  the  testimony  that  you  have  pre- 
viously given,  how  do  you  now  account  for  the  fact  that  that 
advance  was  made  in  August,  but  did  not  come  to  your  knowl- 
edge until  October,  1874  ?  A.  Mr.  Shearman,  who  was  then 
Treasurer,  made  the  advance  and  held  it  in  the  cash  ;  there  was 
no  voueher  made  for  it. 

Q.  He  made  the  advance  in  August  ?     A.  Yes,  sir. 

Q.  How  do  you  account  for  the  fact  that  Mr.  Watson's  sig- 
nature is  to  the  check  in  August  ?  A.  Mr.  Watson,  when  he 
retired  from  the  Presidency,  left  a  lot  of  checks  signed,  to  be 
countersigned  as  they  were  needed  by  the  Treasurer ;  that  is 
my  explanation  of  that :  I  regard  it  as  a  mere  inadvertency  on 
the  part  of  Mr.  Shearman  in  allowing  that  check  to  pass  out 
without  Mr.  Jewett's  signature  ;  it  was  mere  oversight,  I  think 
— it  was  not  intentional. 

Q.  You  do  not  suppose  that  Mr.  Shearman  used  that  check 
without  Mr.  Jewett's  authority  ?  A.  I  don't  know  whether  he 
did  or  not ;  it  looks  to  me  very  much  as  if  he  did. 

Q.  You  heard  Mr.  Barlow  testify  in  that  proceeding,  did 
you  not  ?     A.  No,  sir  ;  I  did  not. 

Q.  Did  you  ever  read  Mr.  Barlow's  testimony  upon  that 
point  ?     A.  Never. 

Q.  Was  Mr.  Shearman  in  the  habit  of  paying  out  $75,000,  or 
sums  of  like  amount,  without  the  authority  of  the  President? 
A.  I  know  he  paid  out  certain  amounts  which  were  not  imme- 


1794 

diately  vouchered,  but  by  what  authority  he  did  it  I  cannot 
tell  you  ;  I  was  not  consulted. 

Q.  "When  was  Mr.  Jewett  elected  President  ?  A.  I  think  in 
July,  1874. 

Q.  And  he  became  the  active  President  immediately  after 
his  election,  did  he  not  ?     A.  Yes,  sir. 

Q.  All  the  advances  that  you  have  in  your  hand  there  that  are 
represented  by  checks,  were  made  subsequent  to  his  Presiden- 
cy, were  they  not?  A.  The  dates  are  all  subsequent,  but 
whether  the  authority  for  paying  those  was  prior  or  subse- 
quent I  cannot  tell  you. 

Q.  That  you  don't  know  ?  A.  I  don't  know  anything  about 
that. 

Q.  What  is  the  sum  total  of  those  advances  ;  can  you  give 
that  to  the  Committee  ?  A.  I  think  it  is  $681,000  ;I  will  tell 
you  in  a  moment ;  I  think  you  are  misled  -by  this  check  for 
$110,000,  which  was  a  mere  exchange  of  checks. 

Q.  How  do  you  know?  A.  The  check  book  shows  it;  the 
Treasurer's  check  book. 

Q.  Did  you  look  at  that  check  book  for  the  purpose  of  as- 
certaining whether  it  did  or  not  ?  A.  I  think  it  is  all  stated  in 
that  testimony  before  Mr.  Pritchard. 

Q.  Then  why  can  you  not  now  identify  those  checks,  if  you 
know  that  fact  ?     A.  The  whole  amount  is  $681,095.79. 

Q.  Leaving  out  the  $110,000  ?     A.  Tes,  sir. 

Q.  How  do  you  know  that  that  was  a  mere  exchange  of 
checks?  A.  My  recollection  is,  from  examining  the  check 
book  at  the  time ;  and  I  find  that  I  have  copies  of  the  checks 
here. 

Q.  If  you  have  copies  of  the  checks  why  not  identify  those  ? 
A.  If  you  will  let  me  compare  them,  I  will ;  I  find  they  are  all 
correct,  except  that  the  check  for  $110,000,  in  your  copy,  is 
numbered  6,262,  and  in  mine  it  is  numbered  6,263  ;  I  think  there 
is  some  mistake  in  the  number  of  the  check. 

Q.  Well,  make  it  6,263. 

(The  five  checks  above  referred  to  received  in  evidence  and 
marked  Exhibit  No.5.13,  September  1st,  1879.) 

By  Mr.  Baker  : 

Q.  When  was  the  suit  commenced  in  London  in  which  these 
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books  were  required  to  be  sent  there  ?  A.  I  don't  recollect  the 
exact  date  ;  perhaps  the  Judge  can  tell  you. 

Mr.  Shipman — I  don't  exactly  remember;  but  I  think  in 
1875,  or  early  in  1876;  I  can  ascertain  that  fact,  if  it  is  im- 
portant. 

Q.  Do  you  know  when  the  books  were  sent  over  to  England  ? 
A.  I  think  it  was  1876  ;  that  is  the  best  of  my  recollection. 

Q.  How  long  a  time  intervened  between  the  commencement 
of  the  suit  when  the  books  were  required  to  be  sent  and  the 
time  when  they  were  sent  ?  A.  I  really  could  not  recollect 
that. 

Q.  Can't  you  tell  about  when?  A.  It  might  have  been  twelve 
months ;  I  cannot  say  positively  as  to  that. 

Q.  Between  the  time  when  the  books  were  required  to  be 
sent  and  their  sending  ?  A.  They  were  sent  immediately  on 
being  required  to  be  sent. 

By  .Mr.  Steene  : 

Q.  Prior  to  the  sending  of  the  books  had  you  not  sent  over 
copies  of  the  account  ?  A.  I  think  we  had  sent  the  account, 
and  also  copies. 

Q.  Didn't  you  get  those  back  ?  A.  They  were  back  here 
when  the  books  weTe  brought  back— at  the  time  this  testimony 
was  taken  before  Commissioner  Pritchard. 

Q.  What  became  of  them  then  ?  A.  The  attorney  took  them 
back  again  to  London. 

Q.  Do  you  remember  addressing  to  Mr.  Jewett,  in  connec- 
tion with  Mr.  Blanchard  and  one  other  gentleman  (Mr.  Wright, 
I  believe),  a  joint  letter  ?  A.  I  remember  a  joint  letter,  but  Mr. 
Wright  had  nothing  to  do  with  it. 

Q.  Mr.  Bowen  ?     A.  Mr.  Bowen ;  yes,  sir. 

Q.  Tou  stated  in  that  joint  letter,  in  substance,  on  page  five, 
that  at  the  time  when  Mr.  Jewett  became  President  the  road 
was  in  very  inadequate  and  defective  condition,  in  all  respects, 
didn't  you  ?  A.  That  was  a  branch  of  the  subject  which  Mr. 
Bowen  attended  to. 

Q.  But  you  signed  this  letter  ?     A.  I  know  I  did. 

Q.  You  believed  every  word  in  it  was  true,  didn't  you?  A. 
I  believed  it  was  true  in  regard  to  the  accouuts ;  I  know  noth- 
ing about  the  physical  condition,  and  don't  pretend  to  know,  of 
the  Erie  Boad. 
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Q.  Wasn't  it  a  matter  of  general  notoriety  in  the  office 
that  the  road  was  in  very  bad  condition  at  that  time  ?  A.  I 
believe  it  was,  but  when  you  ask  for  my  personal  knowledge  it 
is  a  different  thing. 

Q.  Yon  had  sufficient  personal  knowledge  to  justify  you,  as 
you  thought,  in  signing  that  letter  in  that  particular?  A.  I 
had;  yes. 

Q.  Let  me  draw  your  attention  to  that  page,  and  ask  you 
whether  that  is  substantially  a  correct  exhibit  of  the  then 
condition  of  the  road,  as  far  as  you  know  ?     A.  I  believe  it  is. 

(Pages  5  and  6  of  joint  lettergto  Hon.  H.  J.  Jewett  received 
in  evidence  and  marked  "  Exhibit  No.  1,  Sept.  14,  1879.") 

Q.  Didn't  you  know  when  I  handed  you  these  checks  this 
morning  that  you  had  copies  of  those  checks  in  your  posses- 
sion ?  A.  No,  sir ;  I  did  not ;  it  did  not  occur  to  me ;  Mr. 
Farrington  reminded  me  of  it. 

Q.  You  had  not  sent  for  copies  of  those  checks  ?  A.  We 
had  sent ;  yes,  sir. 

Q.  Did  you  produce  the  account  showing  your  legislative 
and  legal  expenses  in  New  York,  New  Jersey  and  Pennsyl- 
vania, from  1872  to  1878  ?  A.  They  are  all  contained  in  the 
statutory  reports  ;  you  can  refer  to  the  repoits  and  see  them 
yourself. 

Q.  From  1872  to  1878  ?  A.  Yes ;  I  think  so  ;  I  will  say 
from  1874  to  1878 ;  I  think  they  are  all  there. 

Q.  All  your  law  expenses  ?     A.  Yes,  sir. 

Q.  All  your  expenses  for  sending  people  to  the  Legislature 
from  time  to  time  ?  A.  I  don't  know  anything  about  expenses 
for  that,  sir. 

Q.  You  never  passed  any  vouchers  for  anything  of  that  sort  ? 
A.  Never. 

Q.  And  never  for  any  arguments  before  committees  ?  A.  I 
don't  remember  of  any. 

Q.  The  Eeconstruction  Act — was  not  that  put  upon  the 
statute  book  at  the  instance  of  the  Erie  Railway  Company  ? 
A.  I  know  nothing  of  that,  sir. 

Q.  Was  not  Mr.  Dorman  B.  Eaton  very  actively  engaged  in 
it  ?     A.  I  don't  know. 

Q.  What  particular  function  did  Mr.  Eaton  have  ?    A.  He 
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•was  an   attorney  for  the  Erie  Railway,  or  an  attorney  for  the 
Receiver,  I  think. 

Q.  Tou  were  also  required  to  produce  trial  balances  ?  A.  I 
have  them  here,  sir. 

Q.  Also  the  account  of  the  prior  charge  bonds  and  the  dis- 
bursements of  the  proceeds  thereof?  A.  I  have  no  such  ac- 
count ;  the  bonds  have  never  been  issued. 

Q.  Have  you  an  account  which  would  form  the  basis  of  the 
issue  of  such  bonds  ?  A.  I  have  not  that  I  know  of ;  I  don't 
know  what  account  you  refer  to, 

Q.  If  the  Receiver's  expenses  were  two  and  a  half"  millions 
more  than  his  receipts,  and  bonds  were  to  be  issued  therefor, 
what  account  would  show  the  necessity  of  such  issue  ?  A. 
The  Receiver's  accounts  would  show. 

Q.  All  of  his  accounts?  A.  Yes,  if  there  is  any  necessity 
for  such  issue. 

Q.  You  say  they  have  not  been  issued?  A.  Not  to  my 
knowledge. 

Q.  Will  they  be  issued  ?     A.  I  don't  know. 

Q.  Have  you  an  account,  or  copy  of  an  account,  with  the 
Reconstruction  Committee  ?     A.  I  have  not,  sir. 

Q.  Is  not  that  account  furnished  to  you  ?  A.  It  has  not 
been  furnished  me. 

Q.  You  don't  know  how  much  the  expenses  on  behalf  of  the 
New  York,  Lake  Erie  and  Western  Railroad  Company  by  the 
Reconstruction  Committee  is  ?     A.  I  do  not,  sir. 

Q.  Have  you  no  means  of  -ascertaining  ?  A.  I  have  not 
taken  any  trouble  to  ascertain  ;  it  would  not  be  my  duty. 

Q.  Have  you  the  account  with  John  R.  McPherson,  from 
January  1st,  1876,  to  date  of  payments  made  to  him  for  yarding 
cattle  and  small  stock  ?  A.  I  don't  recollect  of  any  surh  ac- 
count. 

Q.  Cleaning  cars  ?  A.  There  may  be  such  an  account ;  I 
don't  remember. 

Q.  Didn't  you  look  at  your  subpoena  ?     A.  I  did. 

Q.  Didn't  you  find  that  on  it  ?     A.  Yes. 

Q.  Did  you  make  any  effort  to  produce  such  an  account  ?  A. 
I  don't  think  we  have  such  accounts. 

Q.  Did  you  look  whether  you  have  or  not  ?     A.  I  did  not. 

Q.  Will  you  look  ?    A.  Yes,  sir. 
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Q.  Have  you  an  account  with  the  Purchasing  Committee  ? 
A.  I  have  not. 

Q.  Produce,  please,  your  balance  sheet  for  1876.  A.  They 
are  at  the  hotel ;  will  you  wait  until  I  can  send  for  them  ? 

Q.  Tes. 

Q.  You  furnished  the  information,  did  you  not,  to  Col.  Balch, 
on  the  basis  of  which  he  prepared  the  annual  report  ?  A.  I 
did ;  yes,  as  far  as  my  department  was  concerned — the  ac- 
counting department. 

Q.  Had  you  your  balance  sheets  before  you  at  the  time  that 
you  furnished  the  information  ?     A.  I  think  I  had. 

Q.  Did  you  furnish  him  the  information  for  the  report  of 
1875  ?     A.  My  recollection  is  that  I  did. 

Q.  Had  you  the  law  before  you  at  the  time  that  you  fur- 
nished the  information  ?  A.  I  was  familiar  with  the  law  and 
the  form  ;  in  fact  the  form  is  part  of  the  law. 

Q.  Will  you  state  to  this  Committee  why  it  is  that  you  re- 
ported the  floating  debt  several  millions  less  than  it  actually 
was  ?  A.  I  did  not  report  it- one  cent  less  than  it  actually  was, 
under  the  statute. 

Q.  "  Under  the  statute  " — why  do  you  make  that  quali- 
fying phrase  ?     A.  Because  I  consider  it  proper. 

Q.  Do  you  think  that  the  statute  did  not  want  the  truth 
told  ?     A.  I  think  the  statute  did  want  the  truth  told. 

Q.  And  didn't  you,  in  point  of  fact — you  say  you  have  your 
balance  sheets  with  you — report  but  part  of  the  floating  debt 
to  the  State  Engineer  ?  A.  I  reported,  as  I  say,  what  I  con- 
sidered all  of  the  floating  debt  to  the  State  Engineer,  under 
the  statute. 

Q.  What  is  your  understanding  of  the  statute  ;  let  me  draw 
your  attention  as  to  what  the  statute  requires  (producing  the 
statute) ;  you  refer,  do  you  not,  to  subdivision  8  of  section  31, 
chap.  140,  Laws  of  i860  ?     A..  If  that  is  a  true  copy,  I  do. 

Q.  Does  not  that  state  that  you  are  to  report  the  amount 
then  of  the  floating  debt,  at  the  time  you  were  making  your 
report  ?     A.  Yes,  sir. 

Q.  Why  didn't  you  report  the  whole  of  the  floating  debt  ? 
A-  I  maintain  that  I  did,  under  the  statute  ;  that  floating  debt 
consists,  under  the  statute,  in  my  opinion,  of  that  debt  which 
you  must  necessarily  incur  or  create  for  the  purpose  of  carrying 
on  your  business  or  meeting  your  financial  necessities  when 
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the  current  income  of  the  road  is  insufficient  for  the  purpose  ; 
that  and  no  other ;  it  don't  mean  any  current  debts. 

Q.  Where  do  you  find  any  such  definition  ?  A.  That  defini- 
tion has  been  put  on  it  by  all  the  leading  railroads  of  this 
State,  as  far  as  I  know — the  Lake  Shore,  the  New  York  Cen- 
tral and  the  Erie  Eoad,  and  it  has  been  put  upon  it  by  the 
Pennsylvania  Railroad  in  its  reports  to  the  State  of  Pennsyl- 
vania. 

Q.  You  understand  the  term  "  floating  debt  "  to  mean  some- 
thing different,  however,  when  you  are  required  to  report  to 
your  superior  officers  ?  ,  A.  We  are  not  limited  by  any  statute  ; 
we  can  put  in  what  we  please  as  floating  debt. 

Q.  Where  do  you  find  any  limitation  in  that  statute,  that 
floating  debt  means  simply  bills  payable  and  loans  ?  A.  At 
the  time  that  statute  was  enacted  there  was  no  debt  except 
loans  and  bills  payable,  if  you  will  carry  yourself  back  that  far. 

Q.  Did  you  ever  look  at  the  articles  of  association  of  the 
Erie  Railway  Company  ?     A.  I  don't  think  I  ever  did. 

Q.  I  don't  mean  the  New  York,  Lake  Erie  &  Western,  but 
the  Erie  Railway  Company  as  it  existed  at  the  time  you  so  re- 
ported?    A.  I  don't  recollect  that  I  ever  did. 

Q.  Has  your  attention  ever  been  drawn  to  the  12th  article 
of  the  reorganization  of  the  Erie  Railway  Company— the  arti- 
cles of  incorporation,  as  follows  :  "No  floating  debt  shall  be 
"  created  except  for  ordinary  supplies,  material  and  expenses 
"  of  operating  the  road,  and  for  the  payment  of  the  bids  made 
"by  the  said  Gregory  &  Davis  for  the  purchase  of  the  New 
"  York  &  Erie  Railroad,  unless  authorized  by  a  vote  of  three- 
"fourths_of  the  Board  of  Directors  at  a  meeting  called  for  that 
"  purpose."     A.  I  don't  recollect  that. 

Q.  Don't  you  find  here,  according  to  the  articles  of  associa- 
tion, that  floating  debt  means  something  else  than  bills  payable 
and  loans?     A.  I  don't  think  it  does. 

Q.  Isn't  every  debt  that  is  not  funded  a  floating  debt?  A 
Not  by  any  means. 

Q.  In  a  report  made  by  you  as  the  New  York  accountant  on 
the  accounts  of  the  Erie  Railway  Company  in  connection  with 
Mr.  Houston A.  I  know  all  about  that. 

Q.  You   remember   making   such  a   report,  don't  you  ?     A. 

I  do. 

Q.  That  is  the  Little  and  Houston  report  on  the  accounts  of 
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the  Erie  Railway  in  answer,  I  think,  to  the  English  accountant, 
wasn't  it  ?  A.  No,  sir ;  we  made  it  before  the  English  account- 
ants made  theirs. 

Q.  It  was  to  President  Watson  ?     A.  Yes,  sir. 
Q.  You  report  there  under  the  head  of  noating.debt,  Febru- 
ary 28th,  1874— 

Bills  audited $2,768,000 

Loans 1,617,000 

Bills  payable 435,000 

Outstanding  accounts  payable 2,668,000 

Union  Bank  of  London,  Loan  Account . . .        904,000 

A.  Will  you  let  me  look  at  the  account,  please  (referring  to 
the  account) ;  I  did  make  such  a  report. 

Q.  There  you  grouped  under  the  head  of  floating  debt  all 
debts  not  funded,  didn't  you  ?  A.  I  did  that  by  direction  of 
Mr.  Watson  ;  I  would  not  have  clone  it  in  a  report  to  the  State. 

Q.  Didn't  you  think  that  the  State  Engineer's  report  re- 
quired or  wanted  a  complete  exhibit  of  all  the  indebtedness  of 
the  railway  company?  A.  I  think  if  he  did  he  should  have 
asked  for  it. 

Q.  Don't  you  think  it  is  rather  a  technical  construction  to 
insist  upon  it.  that  he  did  not  ask  for  it,  when  he  asked  that 
you  shall  report  the  floating  debt  of  the  company  as  it  exists  ? 
A.  I  don't  think  it  is. 

Q.  Do  you  think  it  was  a  fair  and  proper  exhibit  to  the 
State  Engineer,  and  through  him  to  the  public,  to  withhold  the 
fact  of  a  large  indebtedness,  amounting  to  millions  of  dollars, 
of  the  Erie  Railway  Company,  not  represented  by  bills  pay- 
able and  loans  ?  A.  I  think  it  was  perfectly  fair  ;  nobody 
could  be  misled  by  the  report ;  it  states  expressly  that  it  con- 
sists of  bills  payable  and  loans. 

Q.  When  you  say  nobody  could  be  misled  by  the  report,  did 
you  take  any  trouble  to  inquire  whether  anybody  was  ever 
misled  by  it?  A.  I  don't  knew  whether  they  were  or  not; 
they  need  not  be  misled. 

Q.  Suppose  that  the  whole  of  the  indebtedness  of  the  Erie 
Railway  did,  in  point  of  fact,  merely  consist  of  loans  and  bills 
payable,  and  that  there  were  no  audited  accounts  outstanding 
of  any  amount  whatever ;  that  would  have  been  a  fair  exhibit 
of  the  floating  debt  as  reported,  would  it  not  ?     A.  Everybody 
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knew  that  there  were  other  liabilities  outside  of  loans  and 
bills  payable. 

Q.  How  could  they  have  known  if  you  did  not  report  them  ? 
A.  They  would  have  known  by  common  report  and  by  com- 
mon practice. 

Q.  How  could  they  have  known  the  amount  by  common 
report  or  by  common  practice?  A.  They  could  not  have 
known  the  exact  amount. 

Q.  Now,  isn't  it  a  fact  that  you  did  withhold — I  don't  by 
that  assume  that  you  did  it  with  any  sinister  intent,  but  that 
you  did  withhold  from  1875  to  1878,  inclusive,  from  your  State 
Engineer's  reports,  millions  of  dollars  of  indebtedness  of  the 
company  which  actually  then  existed  ?  A.  We  did  not  with- 
hold it  in  the  sense  in  which  you  wish  to  convey  it. 

Q.  Did  you,  in  point  of  fact,  withhold  that  information? 
A.  The  State  did  not  ask  for  it. 

Q.  Did  you  give  the  information?     A.  No. 

Q.  What  was  the  actual  indebtedness  of  the  Erie  Railway 
Company  in  1875  ?     A.  The  balance  sheet  will  tell. 

Q.  Will  you  take  your  balance  sheet  in  hand ;  it  gives  the 
bonded  indebtedness,  $54,394,600;  is  that  it?  A.  What  are 
the  sterling  mortgage  bonds  put  down  at  there  ? 

Q.  $t,5H(),(jOO  ;  while  looking  for  that  — you  gave  also  in  your 
report  to  the  State  Engineer  a  total,  representing  a  total  amount 
now  of  funded  and  floating  debt ;  did  you  not  ?  A.  I  think  I 
did ;  yes,  sir. 

Q.  In  that  total  you  withheld,  did  you  not,  that  part  of  the 
floating  debt  which  was  not  represented  by  loans  and  bills 
payable?  A.  I  did  not  consider  that  floating  debt  under  the 
statute — that  I  withheld. 

Q.  Answer  my  question  ;  you  did  not  give  that  information  ? 
A.  I  did  not  give  that  information,  if  you  consider  it  floating 
debt  under  the  statute. 

Q.  No  matter  what  you  consider  it ;  did  you  or  did  you  not 
give  that  information?  A.  I  did  not  give  it,  for  the  reason  I 
have  specified. 

Q.  A  person  looking  at  subdivision  9,  under  the  head  of 
stock  and  debts,  would  assume  that  the  total  amount  now  of 
funded  and  floating  debt  for  the  year  1877  was  156,159,030; 
would  he  not  ?   A.  He  would  assume  those  figures,  I  suppose ; 
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I  don't  think  he  would  assume  it  in  the  sense  in  which  you 
put  it. 

Q.  Would  not  he  assume  that  the  total  amount  of  funded 
and  floating  debt  was  the  figure  I  have  mentioned  ?  A.  Yes ; 
I  suppose  he  would. 

Q.  But  there  was  a  figure  which  has  no  place  in  that  report 
at  all?  A.  That  is  the  fault  of  the  report;  there  are 
several  figures  which  had  no  place  in  that  report. 

Q.  And  among  those  figures  which  had  no  place  in  that  re- 
port, was  an  indebtedness  in  1877  of  something  upwards  of 
three  millions  of  dollars ;  was  there  not  ?  A.  I  don't  recol- 
lect ;  there  was  a  large  indebtedness  outside  of  that. 

Q.  Which  did  not  find  its  way  into  the  report  ?  A.  Because 
the  report  had  no  place  for  it. 

Q.  I  don't  ask  you  that ;  it  did  not  find  its  way  into  the  re- 
port?    A.  It  did  not;  and  I  have  given  you  the  reason  for  it. 

Q.  You  think  that  it  had  no  place  for  it?  A.  I  am  sure 
of  it. 

Q.  When  you  say  that  you  think  it  had  no  place  for  it,  what 
law  or  what  custom  prevented  you  from  stating  that  floating 
debt  as  it  was  ;  why  was  not  this  the  place  for  it?  A.  I  did 
state  it. 

Q.  You  did  not  state  it  ?  A.  I  stated  the  floating  debt  as 
consisting  of  loans  and  bills  payable,  truly. 

Q.  Why  didn't  you  state,  in  addition  to  that,  the  floating 
debt,  right  in  this  connection,  which  did  not  consist  of  loans  and 
bills  payable  ?  A.  I  have  told  you  over  and  over  again  the 
reason  why  ;  I  tell  you  there  is  no  place  in  the  report  for  it,  and 
I  did  not  feel  called  upon  to  go  outside  of  the  law. 

By  the  Chairman  : 

Q.  Do  you  mean  there  is  no  place  provided  for  that  in  the 
blank  furnished  you  by  the  department,  or  that  the  law  itself 
does  not  call  for  it?  A.  The  blank  is  part  of  the  law,  and  the 
law  does  not  call  for  it. 

Q.  The  blank  is  issued  by  the  State  Engineer  under  the  law  ? 
A.  No,  sir;  it  is  a  part  of  the  law,  as  I  understand  the  law;  it 
is  a  part  of  the  enactment  itself ;  the  State  Engineer  simply 
follows  the  enactment ;  it  is  not  a  form  of  his ;  it  is  the  law  it- 
self ;  if  I  am  wrong  you  can  correct  me. 
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By  Mr.  Sterne  : 

Q.  Where  do  you  find  in  the  law  that  your  statement  of  the 
indebtedness  of  the  corporation,  which  you  represent  as 
auditor,  is  limited  as  to  floating  debt  to  loans  and  bills  pay- 
able ?     A.  The  merest  common  sense  limits  it  to  that. 

Q.  Now,  let  me  draw  your  attention  to  your  balance  sheet  of 
September  bOth,  lb75;  have  you  it  open  before  you?  A.  I 
think  I  have  ;  yes,  sir. 

Q.  You  will  find  there  under  the  head  of  floating  debt,  "  Un- 
paid Dividends,"  "  Audited  Vouchers  "  ?  A.  I  find  "  Vouchers 
Audited." 

Q.  Tou  find  there  under  the  head  of  floating  debt,  "  Bills 
Payable,"  and  "  Unpaid  Dividends  "  ?     A.  I  don't  find  that. 

Q.  "  Loans  Payable,"  and  "  Bills  Payable,"  "  Bill  Payable, 
$50,102  "  ?     A.  I  don't  find  that. 

Q.  "Vouchers  Audited,  $1,449,000";  what  balance  sheet 
have  you  ?  A.  This  is  the  company's  balance  sheet  that  I  have 
here. 

Q.  Under  the  head  of  floating  debt  what  does  that  comprise  ? 
A.  I  have  no  &ueh  head  here. 

Q.  Have  you  in  the  Receiver's  balance  sheet  for  1875  ?  A. 
I  have  not. 

Q.  How  do  you  divide  the  indebtedness  of  your  corporation  ; 
what  classes  ?  A.  I  don't  know  that  there  are  any  particular 
classes. 

Q.  Do  you  make  the  classification  in  your  books  of  floating 
and  funded  debt  ?  A.  The  bookkeeper  makes  the  classifica- 
tion to  guide  him  in  referring  to  certain  pages  of  the  ledger. 

Q.  What  is  the  classification  that  the  bookkeeper  makes  ? 
A.  He  would  call  them  first,  second,  or  third  divisions  of  the 
ledger. 

Q.  Are  there  any  other  kinds  of  debts  of  the  corporation 
than  funded  and  floating  debt  ?  A.  Certainly ;  traffic  balances 
are  debts. 

Q.  Why  are  not  they  floating  ?  A.  They  are  not ;  they  are 
merely  current ;  they  are  not  floating  about  from  hand  to 
hand. 

Q.  Then  your  definition  of  a  floating  debt  is  a  debt  that 
goes  from  hand  to  hand ;  is  that  it  ?  A.  Yes  ;  a  bill  payable 
that  you  can  negotiate  ;  traffic  balances,  or  an  amount  that  is 
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due  your  men  for  labor  on  the  line  of  the  road,  or  that  is  due 
for  supplies — that  is  not  floating. 

Q.  Then  your  idea  of  a  floating  debt  is  a  debt  that  floats  ; 
is  that  it  ?     A.  I  am  denning  my  idea  of  a  floating  debt. 

Q.  You  are  an  accountant  and  an  expert  ?  A.  Suppose  you 
sell  us  a  thousand  tons  of  rails 

Q.  At  a  credit  of  six  months.  A.  To  put  od  the  track  ;  now 
we  can't  pay  you  ;  we  haven't  got  the  money  to  pay  you  ;  we 
make  a  voucher,  though,  for  that  thousand  tons  of  rails,  and 
that  would  be  credited  to  an  account  entitled  "  Vouchers' 
Audited  Account ; "  that  is  what  I  would  call  a  current  debt. 

Q.  That  would  not  be  a  floating  debt?  A.  No;  now  if  you 
come  in  and  ask  us  to  give  you  our  note  for  six  months  for  that, 
it  would  change  the  character  of  the  liability  and  give  you  a 
piece  of  paper  which  you  could  negotiate  ;  you  could  go  to 
the  bank  and  get  it  discounted  ;  that  is  the  distinction  that  I 
draw  between  a  current  debt  and  a  floating  debt. 

Q.  Suppose  I  do  not  go  to  the  bank ;  suppose  that  piece  of  pa- 
per does  not  float,  but  stays  in  my  drawer  ?  A.  But  it  floats  out 
of  your  hand  into  the  bank. 

Q.  It  need  not?  A.  Well,  it  is  negotiable  and  a  voucher  is 
not. 

Q.  Then  your  definition  of  the  floating  debt  is  a  negotiable 
debt  as  distinguished  from  other  debts  ?     A.  Yes,  sir. 

Q.  Is  that  your  distinction?     A.  That  is  my  distinction. 

Q.  What  is  a  coupon  past  due  and  unpaid?  A.  It  is  a 
debt. 

Q.  What  sort  of  a  one?  A.  It  is  a  debt  which  you  must 
honor  at  once. 

Q.  You  did  not  honor  them  at  all  during  three  or  four 
years;  what  sort  of  a  debt  do  you  call  it?  A.  I  would  not 
call  it  a  floating  debt  under  the  statute. 

Q.  Is  it  a  funded  debt  ?     A.  No,  sir. 

Q.  What  sort  of  a  debt  is  it  ?     A.  A  current  debt. 

Q.  That  you  would  not  report  ?  A.  I  would  not  and  did 
not. 

By  Mr.  Duguid  : 

Q.  What  would  you  call  any  past  due  or  unpaid  debt  ?  A. 
I  would  call  them  current  debts. 
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By  Mr.  Bakbe  : 

Q.  Even  though  before  maturity  they  were  floating  debts? 
A.  I  would  not  consider  them  floating  debts  in  the  sense  in 
which  I  have  defined  floating  V in  making  a  report  to  the  State, 
if  I  had  it  to  make  now  and  had  to  swear  to  it,  I  would  not 
include  anything  as  floating  debt,  no  matter  what  liability 
existed  outside  of  that,  except  loans  and  bills  payable  ;  I 
would  not  include  any  coupons  ;  I  would  not  include  any  cur- 
rent debts  for  supplies,  labor,  traffic  balances,  or  anything 
else. 

By  Mr.  Sterne  : 

Q.  And  would  not  that  wholly  mislead  the  public  as  to  the 
indebtedness  of  the  company  ?  A.  No,  sir  ;  it  would  not,  be- 
cause we  qualify  what  we  report  as  loans  and  bills  payable. 

Q.  You  do  not  qualify  it,  however,  when  you  make  your 
total  ?     A.  I  beg  your  pardon,  we  do. 

Q.  No  ;  because  in  making  up  your  total  you  state  the  total 
amount  now  of  funded  and  floating  debt  without  that  qualifica- 
tion. A.  That  is  a  mere  question  of  division  ;  any  child  can 
do  that. 

Q.  "The  amount  now  of  floating  debt,  consisting  of. loans 
and  bills  payable,"  you  think  makes  the  explanation  ?  A.  Yes, 
sir  ;  add  the  two  together. 

Q.  Suppose  that  all  of  your  floating  debts  were  in  the  shape 
of  loans  and  bills  payable,  then  it  would  not  mislead  ?  A.  It 
is  hardly  a  supposable  case. 

Q.  Is  it  conceivable  tin  the  part  of  anybody,  as  to  the  extent 
of  the  debt  not  thus  reported?     A.  Certainly  not. 

Q.  Where  do  you  find  any  such  definition  of  floating  debt  as 
you  have  given  us  ?  A.  I  find  that  is  the  definition  of  all  the 
leading  railroads  in  this  country  ;  when  I  speak  of  leading  rail- 
roads I  speak  of  the  Pennsylvania  Railroad,  the  Lake  Shore 
Railroad,  the  New  York  Central  Railroad,  and  the  Erie  Road. 

Q.  Do  you  claim  that  they  do  not  report  to  the  State  Engi- 
neer, or  in  their  official  report?,  the  large  amount  of  indebted- 
ness that  they  have  which  are  not  represented  by  loans  and 
bills  payable  ?  A.  I  huve  never  found  anything  reported  by 
those  roads  but  the  loans  and  bills  payable,  and  I  don't  think 
you  can. 
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By  the  Chairman  : 

Q.  Won't  you  tell  us  just  what  items  are  omitted  to  be  re- 
ported for  the  reason,  as  you  say,  that  the  statute  does  not  call 
for  them  ?  A.  The  principal  items  that  aro  omitted  are  the 
vouchers  for  materials  and  supplies,  all  the  labor  due  for  the 
previous  mouth,  and  all  the  traffic  balances  ;  there  is  not  a  road 
in  the  world  that  ever  was  or  ever  could  be  out  of  debt  on  Mr. 
Sterne's  theory  ;  you  must  have  millions  of  dollars  at  the  end 
of  every  month  that  you  owe  for,  and  tbey  are  paid  out  of  the 
current  traffic  receipts  coming  in  from  day  to  day  ;  there  is  no 
road  in  this  country,  solvent  or  insolvent,  out  of  debt,  and 
never  can  be  out  of  debt  in  the  sense  in  which  Mr.  Sterne 
puts  it. 

Q.  Are  those  the  only  items  of  indebtedness  under  the  con- 
struction which  you  say  is  generally  put  upon  this  law,  which 
are  omitted  ?  A.  I  have  given  you  the  principal  items  ;  I  have 
given  you  the  coupons  on  the  bonds ;  they  are  omitted — the 
overdue  coupons  on  bonds — of  course  they  are  omitted. 

Q.  That  might  be  u  large  amount,  might  it  not?  A.  It  gen- 
erally is  quite  a  large  amount ;  the  vouchers  for  the  supplies  pur- 
chased in  the  previous  mouth  which  could  by  no  possibility  be 
paid  on  the  first  of  the  succeeding  month  ;  they  are  not  ascer- 
tained until  twenty  dajs  after  the  close  of  the  month  ;  all  the 
labor,  that  is  also  omitted,  and  all  traffic  balances,  passenger 
or  freight,  rentals  of  leased  lines,  and  a  hundred  different 
things ;  then,  on  the  other  hand,  you  have  a  whole  lot  of  cur- 
rent assets  ;  you  may  have  a  million  dollars  in  the  hands  of 
your  agents  coming  in  from  day  to  day  to  extinguish  your 
liabilities. 

By  Mr.  Baker  : 

Q.  They  are  not  embraced  in  the  report?  A.  No,  sir  ;  the 
report  does  not  provide  any  place  for  them. 

By  Mr.  Sterne  :. 

Q.  Don't  you  know  that  under  General  Dix's  administration 
in  1872,  there  was  a  place  provided  in  the  report  ?  A.  If  there 
was  they  provided  for  it ;  the  law  did  not  provide  for  it ;  there 
is  no  provision  for  it ;  I  believe  this,  that  when  that  law 
was  enacted  in  1850,  the  railroads  then  simply  credited 
their  earnings   only  when   they  collected   them,  and  as   they 
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collected  them,  not  as  they  earned  them  ;  and  they  did  not 
charge  up  their  expenses  until  their  expenses  were  actually 
paid  ;  they  had  no  floating  debt,  and  they  could  not  bave  any 
liability  unless  they  borrowed  money  or  issued  bills  payable. 

Q.  Under  the  head  of  earnings  and  cash  receipts  and  pay- 
ments, do  you  leave  anything  out  there  ?  A.  Anything  of 
what  kind  ? 

Q.  Anything  of  any  kind  that  are  actual  earnings  that  you 
do  not  report?  A.  We  put  in  the  actual  earnings  of  the  road 
in  that  year,  whether  they  are  collected  or  not,  and  the  actual 
debits  to  those  earnings — the  charges  to  those  earnings — 
that  have  accrued  for  everything,  whether  paid  or  not ;  and 
the  result  is  the  profit  or  loss. 

Q.  You  report,  therefore,  interest  paid  which  was  not  paid? 
A.  I  reported  as  interest  charged  the  debits  to  the  revenue  ;  I 
have  already  explained  that  that  thing  is  a  misnomer. 

Q.  Did  you  report  it  under  the  head  of  payments  other  than 
for  construction  ?     A.  I  did. 

Q.  And  in  fact  you  reported  vast  sums  of  money  as  interest 
paid  which  was  never  paid  ?  A.  I  reported  the  charges  to  the 
revenue  for  that  year. 

Q.  Did  you  report  it  under  the  head  of  charges  to  the  rev- 
enue of  that  year  ?     A.  It  is  so  on  my  books. 

Q.  Is  it  so  in  the  State  Engineer's  Eeport  ?  A.  That  is  the 
fault  of  the  report. 

Q.  Didn't  you  under  the  head  of  payments  other  than  for 
construction,  report  the  interest  on  the  funded  debt  as  paid, 
when  in  point  of  fact  it  was  not  paid  ?  A.  I  did  not  report  it 
as  paid  ;  there  is  no  man  whose  senses  have  not  utterly  for- 
saken him  would  believe  it  was  paid. 

Q.  Why  wouldn't  he  believe  it  was  paid  when  it  is  so  re- 
ported ?  A.  The  report  is  a  misnomer,  and  is  so  understood 
by  everybody,  and  ought  to  be  so  understood  by  you. 

Q.  Then    the    whole    report    is   misleading?     A.  It  is  in 

form. 

Q.  In  fact,  isn't  it  ?     A.  I  say  it  is  in  form,  in  a  great  many 

points  misleading. 

Q.  When  you  say  in  form,  don't  you  mean  in  fact  ?  A.  Of 
course  I  mean  in  fact ;  you  get  the  report  to  the  Board  of  Di- 
rectors in  that  year,  and  look  at  that  account  in  that  report. 

Q.  Any  one  who  takes  up  this  report,  for  instance  of  1877, 
87 
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and  looks  under  the  head  of  payments  other  than  for  con- 
struction, that  you  paid  for  gold  premiums,  $32,579,  would  as- 
sume that  you  had  paid  that,  wouldn't  they  ?  A.  We  did 
pay  it. 

Q.  You  did  ?     A.  I  think  we  did. 

Q.  Did  you  make  any  distinction  on  that  page  between  what 
you  paid  and  what  you  did  not  pay  ?  A.  That  report  is  made 
up  from  charges,  not  payments  at  all ;  it  is  not  made  up  from 
the  cash. 

Q.  You  don't  answer  my  question  ;  do  you  make  any  dis- 
tinction on  that  page,  under  the  head  of  payments  other 
than  for  construction,  between  that  which  is,  constructively, 
paid,  and  that  which  is  actually  paid  ?  A.  There  is  no  por- 
tion of  that  made  up  from  the  cash. 

Q.  (Eepeated.)  Now,  for  instance,  let  me  draw  your  atten- 
tion to  the  fact  that  you  report  $32,579  gold  premium  which 
you  say  was  paid  for  in  1877  ?     A.  I  think  it  was. 

Q.  You  also  report  that  you  paid  for  interest  on  the  funded 
debt:  gold,  $2,879,067.50;  currency,  $928,679;  total,  $3,807,- 
764.50  ;  now,  that,  you  know,  was  not  paid  ?  A.  A  portion  of 
it  might  have  been  paid — the  interest  on  the  prior  mortgages. 

Q.  It  was  a  small  mortgage  of  eighteen  million  dollars  ? 
A.  Yes. 

Q.  The  bulk  of  that  was  not  paid  ?  A.  The  bulk  of  it  was 
not  paid ;  certainly. 

Q.  Do  you  make  any  distinction  in  your  State  Engineer's 
report  under  the  head  of  payments  other  than  for  construc- 
tion, between  that  which  is  actually  paid  and  that  which  is 
merely  charged  as  paid  and  not  paid?  A.  We  make  no  dis- 
tinction ;  it  is  all  charges  to  the  revenue. 

Q.  It  does  not  come  under  the  head  of  charges  to  the  rev- 
enue to  the  State  Engineer,  does  it  ?  A.  That  is  the  fault  of 
the  report. 

Q.  As  a  matter  of  fact,  under  the  head  of  payments  other 
than  for  construction,  you  reported  things  that  are  not  pay- 
ments, and  you  make  no  distinction  between  those  that  are  not 
payments  as  contradistinguished  from  those  that  are  actual 
payments  ?  A.  That  is  a  profit  and  loss  account ;  it  seems  to 
me  that  that  should  simplify  the  matter  in  your  mind. 

Q.  It  is  not  called  profit  "and  loss  account ;  is  it  ?    A.  That 
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is  the  fault  of  the  report ;  every  man  of  any  common  sense 
would  call  it  that. 

Q.  Have  you  ever  seen  a  tabulated  report  made  by  the  State 
Engineer  from  these  various  reports?  A.  I  may  have  looked 
at  it. 

Q.  You  will  find  there  under  the  head  of  "  Erie,"  that  he 
reports  to  the  State,  as  the  result  of  the  various  reports  made  to 
him,  a  funded  debt  of  $5-1,271,000 ;  a  floating  debt  of  $1,159,000, 
by  the  last  report ;  a  total  amount  now  of  floating  debt,  $1,- 
887,216,  and  a  total  of  funded  and  floating  debt  of  $56,159,030 ; 
now  he  makes  no  qualification  of  loans  and  bills  payable  ?  A. 
That  is  his  business,  not  mine. 

Q.  The  Legislature  of  the  State  would  assume,  would  it 
not,  from  his  report,  based  upon  your  report,  that  that  was  the 
total  amount  of  the  indebtedness  of  the  Erie  Railway  Com- 
pany ?     A.  I  don't  know  what  the  Legislature  would  assume. 

Q.  Would  not  they  be  justified  in  assuming,  from  his  report, 
that  that  is  the  total  amount  of  indebtedness  ?  A.  I  think  if 
they  had  any  reflective  powers  at  all,  they  would  not. 

Q.  How  would  they  know  that  it  was  not  ?  A.  They  could 
inquire  if  they  chose  to. 

Q.  They  would  have  to  make  an  additional  inquiry?  A. 
They  would. 

Q.  Will  you  state  what  the  total  amount  of  the  floating 
debt,  embracing  in  that  all  the  indebtedness  not  funded  debt, 
was,  for  the  year  1 877  ?  A.  I  can  give  you  the  amount  of 
debt,  outside  of  floating  debt,  if  you  want  that. 

Q.  In  addition  to  the  floating  debt,  as  reported  ?  A.  These 
balance  sheets  show  that ;  you  have  got  copies  of  them. 

Q.  Give  that  ?  A.  These  balance  sheets  do  not  analyze  the 
accounts  between  debit  and  credit. 

Q.  Give  the  whole  amount  of  indebtedness  as  it  would  have 
appeared,  if,  according  to  your  opinion,  the  State  Engineer 
had  required  you  to  make  a  report  of  the  whole  indebtedness 
of  your  road  ?  A.  Then  I  should  have  given  him  the  balance 
sheet. 

Q.  Give  us  the  result  of  the  balance  sheet  correcting  this  re- 
port of  the  State  Engineer  to  the  State  ?  A.  You  have  got 
the  balance  sheet  before  you  ;  put  it  in  as  an  exhibit  if  you 
want  to ;  I  don't  think  the  report  to  the  State  Engineer  re- 
quires any  correction. 
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Q.  Well,  that  is  another  matter.  Is  68  millions  instead  of 
56  millions  the  actual  amount?     A.  I  don't  know. 

Mr.  Shipman — What  year? 

Mr.  Sterne— 1877. 

Q.  Will  you  look  at  your  balance  sheet,  please,  and  tell  me 
whether  that  is  taken  from  your  books  1  A.  I  can  compare  it 
but  it  will  take  a  good  while  to  do  it. 

Q.  Is  it  not  true  that  your  actual  indebtedness  in  1877  was 
12  millions  larger  than  the  indebtedness  as  reported  to  and  by 
the  State  Engineer  ?  A.  The  funded  and  floating  debt  was 
not  one  cent  larger. 

Q.  The  total  indebtedness  of  the  road  ?  A.  If  you  want  to 
be  fair  with  this  Committee  put  in  the  whole  balance  sheet. 

Q.  I  want  to  put  in  the  whole  balance  sheet,  and  I  want  you 
to  verify  it  ?  A.  We  will  verify  it  after  you  put  it  in ;  let  both 
sides  come  in. 

By  the  Chairman  : 

Q.  Ought  not  the  report  of  the  railroad  companies  to  the 
State  Engineer  to  contain  a  balance  sheet  ?  A.  Undoubtedly 
it  ought ;  there  is  no  other  way  to  get  at  the  condition  of  any 
company  or  corporation  unless  you  have  a  complete  balance 
sheet ;  you  cannot  get  it  in  any  other  way  than  that ;  then 
every  man  can  judge  for  himself;  but  I  say  it  is  unfair  to  put 
in  one  side  of  the  books  without  putting  in  the  other. 

By  Mr.  Duguid  : 

Q.  Can't  you  condense  a  balance  sheet?     A.  Yes,  sir. 

Q.  And  make  a  synopsis  of  it  ?  A.  Yes,  sir;  we  gave  such  a 
balance  sheet  at  the  request  of  the  State  Engineer  for  the  New 
York,  Lake  Erie  &  Western  Eailway  Company  for  four 
months  ;  he  asked  us  for  it  and  we  prepared  it  for  him. 

Q.  You  do  not  mean  that  it  would  be  necessary  to  put  in 
every  item  vf  the  books?  A.  No,  sir  ;  not  every  item  ;  a  con- 
densed balance  sheet  would  show  it. 

By  the  Chairman  : 

Q.  A  trial  balance  ?  A.  Yes,  sir ;  your  point  is  you  need 
not  give  every  specific  item  ? 
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By  Mr.  Duguid  : 

Q.  You  do  not  mean  that  a  trial  balance  is"  absolutely  ne- 
cessary for  a  complete  report  ?  A.  No,  you  can  get  a  very 
fair  view  of  the  condition  of  any  company  -without  every  item; 
you  can  get  it  by  a  condensed  balance  sheet,  just  as  we  fur- 
nished to  the  State  Engineer  for  the  New  York,  Lake  Erie  & 
Western  Railroad  Company  for  four  months  ;  you  have  it. 

(A  statement  showing  the  funded  and  floating  debt  of  the 
Erie  Eailway  Company,  as  shown  by  the  books  of  the  Ke- 
ceiver  for  September  EOth,  1877,  received  in  evidence  and 
marked  Exhibit  No.  15,  September  1st,  1879.) 

By  Mr.  Steele  : 

Q.  The  classification  is  not  to  be  part  of  it  ?  A.  Not  at 
all ;  the  bookkeeper  divides  his  ledger  into  funded  debt  and 
floating  debt,  and  all  other  sorts  of  debt. 

Q.  Now,  there  is  a  discrepancy  of  a  like  nature  between  the 
actual  report  to  the  State  Engineer,  and  the  total  indebtedness 
as  to  all  the  reports  that  you  have  assisted  in  making  up,  isn't 
there?  A.  I  don't  think  you  ought  to  designate  it  as  a  dis- 
crepancy. 

Q.  We  don't  want  to  quarrel  about  words ;  there  is  a  differ- 
ence ?  A.  I  mean  to  say  this,  that  we  did  not  report  any  debt 
to  the  State  Engineer  in  any  year,  since  I  have  been  con- 
nected with  the  Erie  Company,  as  floating  debt  except  loans 
and  bills  payable. 

Q.  And  you  did  not  report  it  anywhere  else  in  the  State 
Engineer's  report  either  ?  A.  No  ;  there  is  no  other  place 
for  it. 

Q.  Will  you  give  the  amount  of  the  indebtedness  of  the  Erie 
Railway  Company,  which  was  not  reported  to  the  State  En- 
gineer ?  A.  Put  in  the  balance  sheets  and  they  will  show  for 
themselves. 

Mr.  Shipman — We  will  give  that. 

The  Witness — We  will  give  it. 

Q.  Give  the  amount,  not  reported  to  the  State  Engineer,  of 
the  indebtedness,  under  whatever  name  you  choose  to  call  it? 
A.  I  don't  propose  to  give  that  particular  amount  in  the 
abstract. 

Q.  What  do  you  mean  ?  A.  It  is  in  the  balance  sheet ;  let 
the  Committee  see  for  themselves. 
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Q.  That  encumbers  the  record  somewhat?  A.  Not  much; 
the  other  would  encumber  it  more  and    mislead   everybody. 

Q.  Why  would  it  mislead  if  you  state  just  the  amount  of 
indebtedness  that  was  not  reported?  A.  You  have  no  right 
to  pick  out  accounts  here  and  there,  without  showing  the 
whole. 

Q.  I  want  the  whole  ;  I  want  the  total  amount  of  indebted- 
ness of  the  Erie  Railway  Company,  of  1874,  1875,  187&,  which 
did  not  form  either  part  of  the  funded  debt  as  reported  by 
you,  nor  part  of  the  floating  debt  as  reported  by  you  ?  A.  I 
say  give  the  whole  thing  on  both  sides  ;  that  is  the  only  way 
for  the  Committee  to  have  a  correct  view  of  the  situation. 

By  Mr.  Duguid  : 

Q.  Ought  not  you  to  give  those  items  in  jfull,  and  then  if 
you  have  anything  on  the  opposite  side  to  balance  them,  give 
that  also  ?     A.  We  will  condense  them. 

Q.  Separate  from  the  balance  sheet,  I  mean ;  all  he  asks  for 
is  those  items  that  are  left  out  in  the  report  ?  A.  Yes ;  but 
that  is  misleading  unless  we  have  the  other  side  of  the  ac- 
counts. 

The  Chaieman — We  don't  want  anything  to  reflect  on  you, 
but  we  want  something  to  reflect  on  the  law  as  an  argument 
why  it  should  be  amended. 

The  Witness — I  will  give  you  condensed  balance  sheets. 

By  Mr.  Bakee  : 

Q.  Will  that  balance  sheet  show  the  outstanding  assets  that 
do  not  come  into  the  report  as  well  as  the  liabilities  ?  A. 
Yes,  sir ;  they  will  show  you  the  whole  situation  just  as 
you  would  show  on  your  own  books. 

By  Mr.  Duguid  : 

Q.  In  making  this  condensed  balance  sheet,  can't  you  put 
those  items  by  themselves  ?  A.  Certainly  ;  I  will  do  any- 
thing you  please,  to  enlighten  you  on  the  point. 

By  Mr.  Sterne  : 

Q.  We  want  the  items  which  have  not  been  reported  ?     A. 
I  will  give  you  the  whole  thing. 
Q.  How  long  did  you  report,  and  for  what  periods  did  you 
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report,  under  the  head  of ."  Payments,  other  than  for  con- 
struction," payments  that  actually  never  were  made  ?  A.  The 
law  has  not  changed  a  particle  in  that  respect. 

Q.  How  long  did  you  report  under  the^  head  of  "Pay- 
ments, other  than  construction,"  the  payments  which  were  not 
actually  made?  A.  I  think  I  reported  them  for  1874,  1875, 
1876  and  1877  ;  I  think  in  the  report  for  1878,  when  all  this 
fuss  was  made  about  the  construction  of  the  law,  and  these 
technical  terms  of  payments,  I  think  I  put  "  Charges  other 
than  for  Construction  ;"  I  think  I  did;  I  am  not  positive  ;  the 
report  will  show. 

Q.  Under  the  head  of  "Payments  other  than  for  Construc- 
tion" you  thus  reported  the  payments  of  interest  on  the  first 
and  second  consolidated  mortgages  which  were  not  paid — 
claimed  payments  for  interest?  A.  I  included  the  interest  on 
the  entire  bonded  debt  of  the  company. 

Q.  As  though  it  had  been  paid?  A.  Not  as  though  it  had 
been  paid ;  I  put  that  in  there  as  debit  to  the  revenue  of  that 
year,  in  order  to  ascertain  the  condition  of  the  company  as  far 
as  its  profit  and  loss  account  was  concerned. 

Q.  Did  you  call  it  debit  to  the  revenue  of  that  year  ?  A.  I 
did  not. 

Q.  Did  you  give  the  slightest  indication  or  intimation  to  any- 
body that  it  was  not  a  payment?  A.  I  don't  think  there  was 
any  necessity  for  it ;  everybody  understood  it. 

Q.  Did  you  or  not  ?     A.  I  did  not. 

Q.  And  is  there  anything  in  the  account,  to  anybody  who  did 
not  know  as  a  matter  of  fact  that  the  Erie  Eailway  during 
those  years  was  insolvent,  which  would  indicate  that  those 
payments  had  not  been  made?  A.  That  was  the  fault  of  the 
report. 

Q.  There  is  nothing  in  the  account  which  would  give  any 
notice  that  the  payments  had  not  been  made?  A.  Construed 
literally  it  would  look  as  if  the  payments  had  been  made ;  will 
you  kindly  look  at  my  report  to  the  Board  of  Directors  and 
let  the  Committee  have  the  benefit  of  it ;  take  any  year  ;  for 
1875  and  1876  ;  and  let  them  see  it. 

Q.  Anybody  dropping  down  into  the  State  Engineer's  office, 
without  any  previous  knowledge  on  his  part  of  the  insolvency 
of  the  Erie  Eailway  Company,  would  from  the  report  assume, 
would  he  not,  that  the  bonded  indebtedness   had  been  paid  ? 
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A.  I  should  consider  anybody  very  dumb  indeed  if  he  should 
assume  anything  of  the  sort :  I  think  any  man's  common  sense 
would  come  to  his  rescue  in  such  a  case  as  that. 

Q.  How  would  a  man's  common  sense,  taking  the  Engineer's 
report  of  1876,  not  knowing  that  the  railway  company  was  in 
an  insolvent  condition,  come  to  his  rescue  to  show  him  under 
the  head  of  "Payments  other  than  for  Construction,"  that 
the  payments  had  not  been  made?  A.  How  would  any  man 
in  this  country  be  in  such  a  state  of  ignorance  as  that  if  he 
read  the  papers? 

Q.  Assuming  that,  how  would  that  man's  common  sense 
come  to  his  rescue  against  the  statement  that  you  make  that 
those  are  paid  ?  A.  If  his  common  sense  did  not  come 
to  his  rescue  he  might  come  down  to  my  office  and  I  would 
enlighten  him. 

Q.  Would  not  he  assume  naturally  that  that  statement  was 
true,  being  under  oath  ?     A.  I  don't  think  he  would. 

Q.  Do  you  think  that  any  man's  common  sense  would  come 
to  his  rescue  to  assume  that  it  was  not  true,  being  made  under 
oath  ?     A.  I  don't  know. 

Q.  Will  you  kindly  take  the  "Payments  other  than  for  Con- 
struction?" A.  Here  they  are  ;  what  report  is  this,  for  what 
year  ? 

Q.  1876, 1  think  ?  A.  This  is  not  the  Erie  report ;  now,  Mr. 
Chairman,  I  would  like  to  make  another  explanation  :  at  the 
time  this  law  was  enacted  I  believe  that  this  thing  was  literally 
true,  that  the  payments  had  actually  been  made  ;  in  other 
words,  that  they  made  no  charges  for  anything  until  actually 
paid  ;  railroads  were  then  in  their  infancy ;  they  did  not  credit 
any  earnings  until  they  were  actually  collected  ;  so  that  what 
might  have  been  true  then  would  not  necessarily  be  true  now, 
as  railroads  have  grown  up. 

Q.  Under  the  head  of  "  Payments  other  than  for  Construc- 
tion" don't  you  report  payments  which  were  never  made  ?  A. 
Under  the  head  of  "  Payments  other  than  for  Construction" 
the  very  first  item  is  Transportation  Expenses,  and  the  State 
Engineer  himself  expressly  tells  you  that  you  have  got  to 
report  that  whether  it  is  paid  or  not. 

Q.  Isn't  that  the  only  thing  that  he  tells  you  to  report 
whether  it  is  paid  or  not  ?  A.  It  is  the  only  thing  that  he  ex- 
pressly tells  you. 
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Q.  Therefore,  does  not  he  imply  that  the  other  payments 
that  you  are  to  report  are  to  be  made  only  when  pidcl  ?  A.  He 
implies  just  the  contrary  in  my  judgment ;  1  think  he  covers 
the  whole  thing  under  that  head  of  "  Payments  other  than  for 
Construction;"  the  whole  thing  is  full  of  generic  terms  ;  "stocks 
and  debts"  is  one  generic  term  ;  he  has  "  interest  on  funded 
debt"  as  a  sub-head  under  that,  which  is  another  generic  term  ; 
"floating  debt"  is  another  generic  term  ;,  the  whole  thing  is 
defective  from  first  to  last. 

Q.  The  whole  State  Engineer's  report  ?  A.  The  whole 
State  Engineer's  report,  and  it  is  understood  so  by  every  ex- 
pert accountant  in  the  country. 

Q.  Proceed  with  your  reading  of  that  head  ?  A.  Won't  you 
get  a  report  to  the  Board  of  Directors  at  the  same  time,  and 
put  it  in  Mr.  Hepburn's  hands  ? 

(The  Report  to  the  Board  of  Directors  for  1876  is  handed  to 
the  Chairman.) 

The  Witness — There  is  how  I  put  the  report,  and  how  I  think 
it  ought  to  be  put  to  the  State  Engineer  and  everybody  else  ; 
now,  I  will  read  the  items  :  this  account  is  entitled  "  Earnings 
and  Cash  Receipts  and  Payments ;"  the  total  earnings  here  are 
given  : 

From  passengers $3,427,626  4-3 

From  freight 11,429,929  70 

From  other  sources 994,904  99 


Total $15,852,461  14 


Q.  That  is  not  the  account  that  I  asked  you  ?  A.  I  want  to 
show  the  difference  between  my  method  of  reporting  and  this 
form. 

Q.  Under  what  heading  is  that  in  your  report  to  the  State 
Engineer?  A.  Under  the  heading  of  "Earnings  and  Cash  Re- 
ceipts and  Payments." 

Mr.  Baker— Here  it  is  under  the  heading  of  Credits  to  Rev- 
enue. 

The  Witness— Yes  ;  and  the  general  [heading  of  Profit  and 
88 
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Loss  ;  then  there  is  a  subdivision   of  those  earnings,  but  the 
State  Engineer  calls  them  Receipts  : 

From  passengers 13,427,626  45 

From  freight 11,429,929  70 

Express 398,882  94 

Mails 4U0.077  09 

Eents    60,857  74 

Miscellaneous  . . . ., 135,087  22     $994,904  99 

Total $15,852,461  14 

Does  that  agree? 

The  Chairman — Yes ;  it  agrees  with  the  exception  that  coal 
and  freight  are  separated  here. 

The  Witness — The)'  are  classified  there  but  not  here  ;  but 
the  figures  are  the  same  ;  then  these  items  are  given  : 
From  Pavonia  Ferry  earnings .  . .      $2;4,286  08 
Pavonia  Horse  Railroad  earnings  21,273  18 

Erie  Baggage  Express  earnings. .  70,-28  40 

Weehawken  Docks'  earnings   . . .  50,509  20 

Grand  Opera  House  property  rents         26,526  82 
Unclaimed  baggage  and  freight — 

Department  receipts 2,249  60 

Total $405,073  28 

From  interest  on  securities '/81,260  65 

Buffalo,  Bradford  &  Pittsburgh  R. 

R.,  royalty  on  oil 970  26 

Grand  Total $16,539,765  33- 

That  is  the  credit  side  of  the  Revenue.  Now,  under  the 
head  of  "Payments  other  than  for  Construction,"  and  you 
will  find  that  on  the  debit  side  of  that  account,  debits  to 
revenue. 

For  transportation  expenses $12,231,201  78 

For  interest  on  the  funded  debt,  gold       2,833,267  50 

By  Mr.  Steene  : 

Q.  That  was  not  paid;  that,  was  substantially  not  paid?  A. 
That  is  simply  the  charge  accruing  in  the  year  ;  the  payments 
are  stated  from  a  totally  different  basis. 
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Q.  You  are  reading  under  the  head  of  "  Payments  other  than 
for  Construction  ;"  now  that  payment  was  not  made  ?  A.  Not 
necessarily  made  ;  no,  sir. 

Q.  It  was  not  in  fact?     A.  Part  of  it  was  paid. 

Q.  A  small  part,  the  interest  on  18  millions?  A.  You 
would  not  get  that  in  this  account ;  you  would  not  get  the 
payments  in  Profit  and  Loss  account. 

Q.  What  proportion  was  paid  of  that  item  of  2  million  that 
you  have  just  read?     A.  I  can  only  tell  you  generally. 

Q.  About  $800,000  of  it,  wasn't  it?  A.  $800,000  or  a 
million,  the  interest  on  the  first  five  mortgages  and  the  alter- 
nate coupons  on  the  first  consolidated  mortgage  ;  there  is  no 
dispute  about  the  word  "  payments  "  being  misleading  in  this 
report  if  construed  literally. 

Q.  Do  you  admit  that?  A.  I  do  certainly;  I  never  de- 
nied it. 

Q.  What  term  ought  there  to  be  there?  A.  Such  an  ac- 
count as  that.     (Indicating.) 

Q.  A  balance  sheet  ?  A.  No ;  a  profit  and  loss  account  is 
only  a  section  of  your  books  ;  a  balance  sheet  takes  in  the 
entire  books. 

Q.  A  profit  and  loss  account  in  terms  would  not  be  mis- 
leading? A.  Some  people  call  it  a  profit  and  Joss  account, 
others  a  revenue  account,  others  an  income  account ;  they  are 
substantially  one  and  the  same  thing  ;  your  revenue  account 
for  the  year  would  take  in  all  your  earnings  from  dif- 
ferent sources,  and  aU  the  debits  to  those  earnings  in  the  year, 
whether  they  are  paid  or  not. 

Q.  That  would  not  be  misleading,  you  say  J  A.  The  profit 
and  loss  account  ? 

Q.  We  want  your  advice ;  that  would  not  be  misleading  ? 
A.  No,  sir ;  not  at  all. 

Q.  As  to  a  properly  constructed  State  Engineer's  report ; 
now,  what  amendments  would  you  suggest  so  that  the  accounts 
could  not  possibly  mislead  anybody,  whether  he  had  any 
previous  information  upon  the  subject  of  the  condition  of  the 
Erie  Eailway  Company,  by  common  report  or  not?  A.  Well, 
sir  ;  I  should  put  in  a  profit  and  loss  account,  so  called. 

Q.  And  you  would  put  in  a  balance  sheet  ?  A.  A  condensed 
balance  sheet ;  then  nobody  could  be  misled. 

Q.  And  would   not  you  put  in  Payments  other   than   for 
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Construction  under  which  actual  payments  and  not  construc- 
tive payments  are  to  be  entered  ?     A.  No,  sir  ;  not  at  all. 

Q.  You  would  not  have  any  such  account  as  that  at  all  ? 
A.  No,  sir ;  it  is  an  utter  misnomer. 

Q.  Would  you  have  any  account  in.  which  payments  would 
be  entered,  which  had  actually  been  made  as  contradis- 
tinguished from  liabilities  that  had  been  incurred  but  not 
paid  ?  A.  No,  sir  ;  having  given  the  profit  and  loss  account, 
and  having  given  the  balance  sheet  you  give  the  whole  thing ; 
it  would  be  useless,  in  my  opinion,  to  put  in  the  cash  account 
— receipts  and  disbursements. 

Q.  Would  not  it  be  an  additional  safeguard  to  have  a  cash 
account  to  show  what  actually  had  been  paid,  as  contradis- 
tinguished from  the  liabilities  which  had  been  incurred  ?  A. 
No,  sir ;  the  balance  sheet  would  always  show  what  cash  pay- 
ments had  been  made  ;  the  balance  sheet  would  show  the  true 
condition  from  year  to  year. 

Q.  What  other  payments  are  there  which  are  constructive 
payments,  and  not  actual  payments  under  that  head  ?  A.  In- 
terest on  the  Long  Dock  Company  bonds. 

Q.  They  were  not  paid?     A.  A  portion  of  them  were  paid. 

Q.  What  portion  ?  A.  I  could  not  tell  you  that  from  this 
account;  the  balance  sheet  would  show  the  amount  outstand- 
ing. 

Q.  Don't  you  know,  independent  of  this  account,  what  por- 
tion has  been  paid?  A.  No,  I  couldn't  tell  you  from 
memory. 

Q.    Would   there   be   one-half  or   one-fourth?      A.    There 
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might  be  one-half,  or  three-fourths. 

Q.  What  else  is  there  in  that  account  ?  A.  Boston,  Hartford 
and  Erie  guaranteed  interest  to  the  Delaware  &  Hudson 
Canal  Company,  $105,000;  Weehawken  Docks,$28,U00— making 
$133,000. 

Q.  That  was  not  paid?     A.  A  portion  of  it  was  paid. 

Q.  What  proportion?  A.  Perhaps,  three- fourths  ;  now,  I 
think,  I  should  inform  the  Committee  right  here,  as  to  how 
these  accounts  are  stated  ;  one  of  the  accounts  which  closes 
into  profit  and  lots,  at  the  end  of  the  y  ear,  entitled  "Interest  on 
Funded  Debt,"  is  debited  each  month  with  the  interest  on  the 
various  classes  of  bondb ;  another  account,  entitled  "  Accrued 
Interest,"  on  each  class   of  1c  rds,  whelher  fhst,  second,  third 
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fourth  or  fifth,  is  credited  ;  that  account  balances ;  now,  as  the 
coupons  mature  the  accrued  interest  account,  which  is  already 
credited,  is  debited,  and  the  account  entitled  Interest  Coupons 
account,  on  a  certain  mortgage,  whether  first,  second,  third, 
fourth  or  fifth,  is  credited  ;  that  balances  ;  now,  as  this  inter- 
est is  paid,  cash  is  credited,  and  the  interest  coupons  accounts 
are  debited  ;  that  leaves  the  interest  on  funded  debt  account 
open  until  the  end  of  the  year,  and  it  takes  in  the  entire  inter- 
est, and  that  aocount  is  carried  to  the  debit  of  the  earnings  or 
revenue  account. 

Q.  Now,  will  you,  for  this  Committee,  reconstruct  from  your 
books,  the  page  of  the  State  Engineer's  report,  under  the  head 
of  Payments  other  than  for  Construction,  and  give  to  the  Com- 
mittee the  information  uuder  each  head  of  what  was  paid, 
what  was  not  paid,  what  was  partially  paid,  and  how  much  was 
partially  paid  during  the  years  1874,  1875,  187ti  and  1877?  A. 
I  think  it  is  reconstructed  in  that  report. 

Q.  No,  I  should  think  not?  A.  The  balance  sheet  would 
show  that. 

Q.  I  should  question  whether  the  balance  sheet  wovdd  show 
it  in  the  items  as  we  have  them  there ;  I  am  sure  it  would  not; 
indeed,  I  have  looked  for  that  very  fact,  and  I  was  not  able  to 
do  it  ?     A.  Do  you  mean  take  any  one  year  and  show  it  ? 

Q.  No ;  take,  those  four  years  during  which  you  furnished 
the  data  for  the  Engineer's  report ;  give  that  page  as  a  truthful 
statement  under  the  head  of  Payments,  other  than  for  Construc- 
tion, showing  what  was  paid,  and  what  was  partially  paid,  how 
much  was  partially  paid  and  how  much  was  wholly  paid  ?  A. 
That  would  be  a  tremendous  job. 

Q.  Let  me  show  you  why  it  is  not  a  tremendous  job  ?  A.  If 
you  knew  as  much  about  it  as  I  do,  I  think  you  would  say  so  ? 

By  Mr.  Teery  : 

Q.  What  do  you  say  as  to  whether  your  condensed  balance 
sheet,  which  you  propose  to  make,  would  show  that  ?  A.  The 
condensed  balance  sheet  would  show  not  only  the  outstanding 
coupons  in  that  year,  but  in  all  previous  years ;  coupons  are 
coming  in  every  day,  probably  four  or  five  years  old,  and  you 
must  take  the  books  as  a  whole. 

Q.  What  is  there  that  Mr.  Sterne  wants  that  those  condensed 
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balance  sheets  will  not  contain  ?     A.  Nothing  ;  it  is  all  in  the 
condensed  balance  sheet. 

The  Chaiemas — What  you  want  is  the  report  for  one  year 
as  given,  and  the  report  as  it  would  be  given  under  what  Mr.  • 
Little  considers  to  be  a  proper  report. 

Mr.  Sterne— Yes. 

The  Witness — I  can  tell  you  the  amount  of  the  interest  on 
the  funded  debt  that  was  actually  paid  in  any  one  year,  but  I 
would  not  undertake  to  tell  how  much  of  that  interest  that  ac- 
crued that  year  was  paid,  because  coupons  coming  in  four  and 
five  years  old  are  included  in  that  item ;  you  would  have  to  de- 
compose the  whole  account  to  do  that. 

Q.  You  can  state  how  much  of  the  amount  reported 
to  have  been  paid  was  actually  paid  for  the  current  year  to 
September  30,  1876  ?  A.  I  can  state  in  a  very  short  time  the 
amount  of  interest  that  was  actually  paid  in  that  year, 
whether  it  belonged  to  that  year,  or  previous  years,  but  I 
cannot  tell  without  decomposing  the  account  how  much  of  the 
interest  that  accrued  in  that  year  was  actually  paid  in  that 
year,  because  it  involves  the  interest  of  previous  years  that  lap 
over. 

Q.  That  is  a  very  small  amount?  A.  Oh,  no;  it  is  a  very 
large  amount. 

Q.  Well,  we  must  take  in  those  possible  erroLs ;  take  what 
you  have  paid  for  the  year  1876  as  interest  on  funded  debt; 
you  do  not  state  here  whether  it  is  for  that  year  or  not ;  you 
state  it  as  payments  for  that  year  ?  A.  That  is  the  interest 
that  accrues  in  that  year  ;  the  report  records  the  doings  of  the 
year. 

Q.  Give  us  the  amount  of  interest  that  was  paid  that  year  ? 
A.  I  cannot  undertake  to  segregate  that  from  the  other  in- 
terest. 

Q.  You  can  state  what  was  paid  during  that  year  ?  A.  I 
can  state  substantially  that  we  were  paying  the  interest  on  the 
first  five  mortgages,  and  the  alternate  coupons  on  the  first  con- 
solidated mortgage. 

Q.  Give  us  the  amount  ?     A.  About  $1,000,000. 

Q.  Therefore,  there  are  $2,789,000  that  were  not  paid  ?  A. 
No ;  certainly  not. 

Q.  The  same  as  to  Long  Dock  bonds,  and  the  same  as  to  a  half 
a  dozen  other  items  ?     A.  The  balance  sheets  that  you  have  in 
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your  possession  show  that  it  was  not  paid  ;  there  is  no  pre- 
tense that  it  was. 

Q.  We  want  a  sheet  showing  what  is,  in  fact,  the  condition  ; 
we  want  it  for  the  information  of  the  State,  for  the  purpose  of 
showing  how  defective  the  reports  are?  A.  I  think  that  can 
be  shown  without  such  statement ;  we  admit  that  they  are  ex- 
ceedingly defective. 

Q.  Your  admission  is  not  enough  ;  we  want  data  to  show 
wherein  the  defect  lies,  and  how  defective  it  is?  A.  I  cannot 
undertake  to  make  it  in  the  way  you  suggest ;  I  have  some- 
thing else  to  do  than  to  go  into  all  this  analysis. 

Q.  Take  all  that  you  have  paid  during  these  four  years  that 
you  have  made  these  reports,  whether  they  matured  in  that 
year  or  previous  years  ?     A.  I  will  tell  you  that. 

Q  The  same  as  to  the  Delaware  &  Hudson,  the  Weehaw- 
ken  bonds,  gold  premiums,  rentals,  and  the  Erie's  proportion 
of  the  Cincinnati,  Hamilton  &  Dayton  loan?  A.  The  balance 
sheet  tells  you  the  whole  story. 

Q.  Did  you  prepare  this  table  (handing  witness  a  paper)  ? 
A.  I  did. 

Statement  No.  12  of  the  annual  report  of  H.  J.  Jewett  to 
the  Board  of  Directors  for  the  year  1876,  received  in  evidence 
and  marked  "  Exhibit  No.  16,  Sept.  1,  1879." 

Q.  I  want  to  draw  your  attention  to  statement  No.  12  ;  you 
there  headed  it  "  Comparative  Statement  of  Floating  Debt,  June 
1,  1875,  September  30,  1876  ;  "  there,  under  the  head  of  float- 
ing debt,  you  put  in  "  bills  audited,"  "  vouchers  audited,"  and 
"  pay-roll  "  ?     A.  I  did  that  for  the  Board  of  Directors. 

Q.  Why  didn't  you  do  it  for  the  State  Engineer  ?  A.  Be- 
cause the  State  Engineer  did  not  call  for  it. 

By  Mr.  Baker  : 

Q.  That  is  the  fault  of  the  law  ?  A.  That  is  the  fault 
of  the  law ;  not  mine  at  all. 

By  Mr.  Dugtjid  : 

Q.  Why  should  you  call  it  floating  debt  in  one  and  not  in 
the  other  ?  A.  For  the  information  of  the  Directors ;  it  was 
all  debts. 

Q.  You  call  it  floating  debt  here  ?     A.  I  know  that. 
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Q.  You  say,  in  your  testimony,  that  it  is  not  floating  debi, 
part  of  it  ?   A.  I  say  it  is  not  floating  debt  under  the  statute. 

Q.  You  denned  what  a  floating  debt  was  ?  A.  Yes,  sir,  I 
defined  what  it  was  under  the  statute. 

Q.  You  regard  these  other  items  as  floating  debt,  don't 
you  ?  A.  I  regard  them  as  debts ;  I  don't  regard  them  as 
floating  debts,  under  the  statute. 

Q.  Never  mind  the  statute  ;  you  do  regard  them  as  floating 
debts  of  the  company,  don't  you  ?  A.  I  regard  them  as  cur- 
rent debts. 

By  Mr.  Shipman  : 

Q.  You  put  them  under  the  head  of  floating  debt  there ; 
now  why  do  you  put  them  under  the  head  of  floating  debt 
there,  and  not  include  them  in  the  State  report?  A.  I  put 
them  there  for  the  information  of  the  Directors. 

By  Mr.  Duguid  : 

Q.  I  understood  you  to  define  floating  debt?  A.  I  defined 
it,  under  the  statute. 

Q.  Do  you  mean  to  say  that  when  you  take  it  out  from  under 
the  statute  those  are  not  floating  debts,  or  that  others  are 
floating  debts  that  are  not  put  in  there  ?  A.  Well,  they 
are  all  debts. 

Q.  I  think  they  are  all  floating  debts  ?     A.  Well,  I  do  not. 

Q.  All  those  that  are  past  due,  "  Vouchers  audited  and  past 
due;"  don't  you  think  they  are  floatiog  debts  ?     A.  I  do  not. 

By  Mr.  Baker  : 

Q.  What  is  there  in  the  law  that  creates  in  your  mind  that 
distinction  between  floating  debt  and  current  debt  ?  A.  I  go 
back  to  the  enactment  of  the  law  when  these  railroads  did  not 
have  any  liabilities  outside  of  loans  and  bills  payable. 

Q.  That  was  the  case  before  the  statute  was  passed?  A.  I 
think  it  was  the  case  when  the  statute  was  passed. 

Q.  They  did  not  have  current  debts  ?  A.  No  ;  the  business 
did  not  begin  to  compare  in  magnitude  with  what  it  is  now  ; 
as  I  have  said,  I  think  they  did  not  credit  any  earnings  until 
they  were  actually  collected,  and  did  not  charge  any  expenses 
until  they  were  actually  paid  ;  therefore,  they  could  .have  no 
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liabilities  outside  of  that  unless  of  such  character  as  loans  and 
bills  payable. 

Mr.  Shipman — There  is  a  break  in  the  testimony  here,  and 
we  have  a  telegram  from  Mr.  Jewett,  which  I  would  like  to 
read,  in  explanation  of  Mr.  Patterson's  testimony,  because  it 
is  misleading  some  people  in  the  oil  regions  and  elsewhere.  If 
you  wiil  allow  me  to  read  it,  it  may  go  on  the  minutes,  if  you 
like,  and  any  question  about  the  facts  can  be  enquired  into 
hereafter. 

The  Chairman — Read  it,  of  course. 

Mr.  Shipman  read  the  following  telegram : 

"I  do  not  suppose  Mr.  Patterson  intended  to  misrepresent 
facts  with  regard  to  the  oil  wells  on  the  Bradford  Branch,  but 
he  has  totally  misstated  them.  The  first  license  was  given  to 
the  Producers'  Consolidated  Land  &  Petroleum  Company  to 
put  down  six  wells  on  the  property  of  the  Bradford  Branch, 
within  the  "  T,"  at  Bradford.  The  next  was  to  H.  L.  Taylor 
&  Co.  to  sink  wells  on  the  land  of  the  Bradford  Branch.  The 
first  named  put  down  five  wells.  H.  L.  Taylor  &  Co.  put  down 
thirty  wells,  instead  of  two  hundred,  as  stated  by  Mr.  Patter- 
son. These  parties  are,  I  believe,  the  opponents  of  the  Stand- 
ard Oil  Company.  If  that  company  is  now  operating  these 
wells,  as  stated  by  Mr.  Patterson,  it  is  by  the  act  of  the  two 
parties  to  whom  the  license  was  given,  and  not  by  the  act  of 
said  company.  Will  you  please  make  this  explanation  to  the 
Committee?" 

The  Chairman — Mr.  Blanchard  will  correct  that  when  his 
testimony  is  given. 

The  Witness — Do  you  want  me  to  explain  those  coupon  ac- 
counts ? 

Mr.  Sterne — Yes. 

The  Witness — The  interest  coupon  account  on  the  consoli- 
dated mortgage  bonds,  outstanding  September  30,  1877,  was 
$1,694,175 ;  the  accrued  interest  outstanding  on  the  consoli- 
dated mortgage  bonds  on  the  same  date  is  $70,443.34;  the 
interest  coupon  account  second  mortgage  bonds,  outstanding 
on  the  same  date,  $2,521,165  ;  the  accrued  interest  on  the  second 
mortgage  bonds  outstanding  on  the  same  date,  $336,000,  and 
the  interest  coupon  account  on  the  Sterling  bonds,  $618,900; 
of  the  same  character  on  all  the  bonds ;  therefore,  I  say  that 
89 
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this  balance  sheet  will  give  the  Committee  the  information  they 
desire  to  have  on  that  subject. 

By  Mr.  Sterne  : 

Q.  For  all  the  years?     A.  Yes, -sir;  for  each  year. 

Q.  It  would  not  tell  the  Committee  whether  or  not  you  paid 
$32,000  premium  on  gold  ?     A.  The  balance  sheet. 

Q.  The  balance  sheet ?  A.  If  there  is  any  outstanding,  the 
balance  sheet  will  show  it. 

Q.  It  would  show  it  to  you,  but  it  would  not  show  it  on  its 
face  ?  A.  When  you  make  a  voucher  for  premium  on  gold, 
you  charge  premium  on  gold,  and  credit  an  account  entitled 
"  Vouchers  audited ;"  if  there  was  any  of  that  indebtedness 
outstanding  at  the  end  of  the  year,  it  would  appear  in  the 
vouchers'  audited  account. 

Q.  This  premium  on  gold  would  represent,  wouldn't  it,  the 
gold  premium  for  the  payment  of  coupons  in  England  ?  A.  It 
would  represent  whether  in  England  or  in  this  country  the 
coupons  that  were  payable  in  gold;  if  the  gold  was  at  a  premium, 
we  opened  an  account,  and  charged  it  to  gold  premium  ;  but 
the  State  law  is  utterly  defective,  because  it  does  not  provide 
anywhere  for  giving  your  assets,  or  the  balances  due  you  from 
month  to  month  to  meet  these  current  liabilities. 

Q.  Is  there  any  other  particular  in  which  you  consider  this 
report  defective?  A.  "No  ;  I  think  not;  I  think  it  is  defective 
in  not  stating  that  that  "  Earnings  and  Cash  Receipts  and  Pay- 
ments" account  is  a  profit  and  loss  account,  practically,  and  is 
treated  as  Guch  by  all  the  railroads  that  I  know  of,  who  are 
now  reporting  to  the  State  of  New  York  ;  and  by  not  having 
a  condensed  balance  sheet. 

By  Mr.  Ddguid  : 

Q.  Would  not  the  true  remedy  be,  at  first,  a  condensed  bal- 
ance sheet,  only  sufficiently  condensed  to  give  all  the  particu- 
lars, and  then  draw  all  these  other  items  from  that  balance 
sheet?  A.  No ;  the  balance  sheet  should  be  the  final  account 
of  all. 

Q.  I  understand,  but  you  can  take  a  balance  sheet  and 
draw  all  these  items  off  from  it,  can't  you  ?     A.  Not  necessarily. 

Q.  You  can,  I  say?  A.  No;  profit  and  loss  account  is  the 
doings  of  the   year   alone ;  a  balance   sheet  will   contain,  not 
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only  the  doings  of  the  year,  but  show  the  whole  condition, 
from  all  previous  time,  every  year. 

Q.  I  understand  all  that ;  but  at  the  same  time  a  balance 
sheet  could  be  made  out  so  that  everything  pertaining  to 
former  years  would  be  shown  ?  A.  It  shows  the  exact  condition  ; 
take  the  funded  debt,  for  instance  ;  if  there  is  no  increase  of 
the  funded  debt  that  account  will  be  the  same,  from  year  to 
year  ;  and  a  great  many  other  accounts  will  not  change. 

Q.  Suppose  it  increased  for  that  year  ?  A.  Then  the  bal- 
ance sheet  would  show  the  increase. 

By  Mr.  Sterne  : 

Q.  What  would  be  the  use  of  prescribing  what  the  railroad 
company  should  furnish  in  the  way  of  information,  unless  some 
method  is  also  prescribed  by  which  they  shall  keep  their  ac- 
counts? A.  It  is  a  very  difficult  thing  to  prescribe  any  fixed 
method  that  will  be  applicable  to  all  railroads. 

Q.  Did  you  examine  the  prescribed  method  for  the  State  of 
Massachusetts  ?     A.  I  have. 

Q.  Prescribed  by  the  Massachusetts  Commissioners  ?  A. 
I  have  ;  yes,  sir. 

Q.  Is  there  any  difficulty  in  all  railway  companies  conform- 
ing to  that  method?     A.  Yes ;  I  think  there  is. 

Q.  Any  greater  difficulty  than  now  in  prescribing  their  own 
accounts  ?     A.  I  think  so. 

Q.  What  is  the  difficulty  ?  A.  There  are  certain  local  in- 
terests attached  to  each  road  that  would  make  it  impossible, 
in  some  respects,  to  comply  with  the  Massachusetts  State 
form ;  I  do  not  consider  that  perfect,  although  it  is  the  most 
perfect  of  any  form  that  I  know  of. 

Q.  If  it  is  possible  for  accountants  and  book-keepers  to  differ 
as  to  what  is  a  floating  debt,  and  what  is  not  a  floating  debt, 
isn't  it  better  that  the  law  should  prescribe  definitions  of 
various  accounts,  and  the  method  by  which  they  should  be 
kept  ?  A.  I  think  the  law  should  exclude  utterly  such  generic 
terms  as  "funded  debt"  and  "floating  debt,"  "outstanding 
accounts,"  or  anything  of  that  sort,  and  let  the  balance  sheet 
give  the  names  of  the  accounts  on  the  ledgers  of  each  com- 
pany ;  because  whenever  you  begin  to  put  in  generic  terms, 
every  man  will  draw  his  own  construction  of  what  those 
terms  represent. 


1826 

Q.  And  construe  them  in  such  a  way  as  not  to  give  the  in- 
formation ?  A.  I  don't  say  that ;  they  may  put  a  wrong  con- 
struction on  it ;  I  am  perfectly  willing  to  give  you  the  benefit 
of  all  the  knowledge  I  possess  on  this  subject. 

Adjourned  to  September  2,  1879,  10  a.  m. 


Saratoga  Springs,  N.  T.,  September  2,  1879. 
The  Committee  met  pursuant  to  adjournment. 
Present :  All  the  members  except  Mr.  Grady.. 

Mr.  Sterne — I  desire  to  call  the  Committee's  attention  to 
Title  6,  Part  4,  Chap.  1,  Sec.  7  of  the  Eevised  Statutes  against 
unlawful  combinations  and  conspiracies. 

Also  to  put  in  evidence,  first,  a  copy  of  Jay  Gould's  settle- 
ment with  the  Erie  Railway  Company,  dated  December  18, 
1872,  and  the  petition  for  settlement,  of  the  so-called  second 
settlement,  in  the  Farmers'  Loan  &  Trust  Company  case. 

The  Chairman — Is  there  any  objection,  Judge  Shipman  ? 

Mr.  Shipman — I  don't  know.  If  they  are  proper  copies  I 
suppose  not. 

The  settlement  between  the  Erie  Railway  Company  and  J. 
Gould,  dated  December  18,  1872,  received,  and  marked  "  Ex- 
hibit No.  1,  Sept.  2,  1879." 

Petition  of  H.  J.  Jewett,  in  Farmers'  Loan  &  Trust  Com- 
pany vs.  the  Erie  Railway  Company,  to  settle  with  Jay  Gould, 
received,  and  marked  "Exhibit  No.  2,  Sept.  2,  1879." 

The  minutes  of  the  Directors'  meeting  of  the  Erie  Railway 
Company,  dated  October  19,  1874,  received  in  evidence,  and 
marked  "  Exhibit  No.  3,  Sept,  2,  1879." 

The  minutes  of  the  Directors'  meeting  of  the  Erie  Railway 
Company,  dated  January  14,  1875,  received  in  evidence,  and 
marked  "Exhibit  No.  4,  Sept.  2,  1879." 
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The  minutes  of  the  Directors'  meeting  of  the  Erie  Eailway 
Company,  dated  March  11,  1875,  received  in  evidence,  and 
marked  "  Exhibit  No.  5,  Sept.  2, 1879." 

The  minutes  of  the  Directors'  meeting  of  the  Erie  Eailway 
Company,  dated  June  10,  1875,  received  in  evidence,  and 
marked  "  Exhibit  No.  6,  Sept.  2,  1879." 

The  minutes  of  the  Directors'  meeting  of  the  Erie  Eailway 
Company,  'dated  June  20,  ^1876,  received  in  evidence,  and 
marked  "  Exhibit  No.  7,  Sept.  2,  1879." 

Stephen  Little  recalled  : 

By  Mr.  Sterne  : 

Q.  Do  you  remember  the  names  of  the  gentlemen  who  acted 
as  agents  of  the  Erie  Eailway  Company  in  London  ?  A. 
Agents  for  what? 

Q.  You  had  an  Erie  Eailway  office  there  during  the  time 
that  you  have  been  Auditor,  had  you  not  ?  A.  We  had  an 
office  there  at  the  time  I  became  Auditor  first,  I  think. 

Q.  Was  not  there  an  account  kept  with  that  English  office  ? 
A.  There  was  an  account  kept  of  the  expenses  of  the  office — 
the  London  Secretary's  office. 

Q.  Did  not  the  London  Secretary  render  to  the  Erie  Eail- 
way Company  a  detailed  and  specific  account  of  the  items  of 
his  expenses  ?  A.  I  think  he  did  ;  not  every  detail ;  I  know 
he  rendered  an  account  of  the  expenses  or  expenditures  of  his 
office. 

Q.  Do  you  remember  the  account  furnished  by  Mr. 
McHenry  to  your  office  ?  A.  I  remember  that  McHenry  did 
furnish  an  account. 

Q.  Don't  you  remember  quite  a  number  of  items  in  that  ac- 
count of  sums  of  money  that  he  claimed  to  have  paid  over  to 
your  London  Secretary?     A.  I  think  there  were  such  items. 

Q.  The  particulars  of  the  items  for  which  those  several  pay- 
ments were  made,  where  could  and  where  would  they  be  found? 
A.  I  think  they  would  be  found  in  McHenry's  account,  as  far 
as  he  paid  those  items  over  to  Mr.  Smith. 

Q.  Suppose  he  paid  to  Mr.  Smith — is  that  his  name  ?  A. 
F.  W.  Smith  ;  yes,  sir. 
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Q.  Suppose  he  paid  to  Mr.  F.  W.  Smith  a  gross  sum  of 
£2,300,  representing  $11,500;  all  that  would  appear  in  Mc- 
Henry's  account  would  be  that  he  paid  Mr.  Smith  that  sum  of 
money?     A.  Yes,  sir. 

Q.  Where  would  it  appear  what  disposition  Mr.  Smith  made 
of  that  sum  of  £2,300 — in  the  account  rendered  by  Mr.  Smith 
to  your  company?     A.  Yes,  sir. 

Q.  Have  you  such  accounts  ?  A.  I  think  I  had  such  ac- 
counts ;  whether  I  have  them  now  or  whether  they  were  sent 
over  to  England  in  connection  with  McHenry1  s  accounts,  I 
really  cannot  tell. 

Q.  Will  you  look  whether  you  have  such  accounts  ?  A.  I 
will. 

Q.  For  instance,  there  were  quite  a'  number  of  items  of  the 
same  sort ;  I  have  in  mind  an  item  of  April,  19,  known  as 
item  No.  9  on  the  McHenry  account,  of  one  sum  of  money, 
.£2,300,  paid  to  F.  W.  Smith  ?  A.  I  cannot  recollect  the  specific 
items. 

Q.  Who  is  G.  Crouch  ?  A.  There  was  a  gentleman  at  one 
time  connected,  I  think,  in  some  way  with  McHenry,  named 
Crouch. 

Q.  There  appears  upon  McHenry's  account  a  large  number 
of  payments  to  a  man  by  the  name  of  Crouch  ?  A.  I  don't  re- 
collect. 

Q.  Have  you  any  means  of  ascertaining  who  this  Crouch  is? 

Mr.  Shipman — I  would  suggest  that  any  payment  made  by 
Mr.  McHenry  to  parties,  and  charged  in  this  account,  is  a 
subject  of  litigation  in  London  as  an  offset  to  the  claim. 

Q.  Do  you  remember  the  items,  or  some  of  the  items  of  the 
account  of  McHenry,  as  it  appeared  in  that  litigation  ?  A.  I 
think  I  recollect  distinctly  that  some  of  the  items  were  debits 
to  Mr.  Smith. 

Q.  Don't  you  remember  also  distinctly  that  there  were  some 
forty  or  fifty  items,  varying  from  £100  to  £800,  for  payment  of 
proxies  ?  A.  There  were  such  items,  I  think,  and  they  were 
rejected  by  us — disallowed  ;  that  is  the  best  of  my  recollection. 

Q.  Were  they  finally  disallowed  in  the  litigation  ?  A.  I 
cannot  tell  what  the  Master  of  the  Eolls  did ;  I  know  we  dis- 
allowed them  in  our  office. 

Q.  Then,  in  addition  to  that,  there  were  payments  to  Smith 
that  were  claimed  to  be  payments  for  proxies;  were  those  dis- 
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allowed  ?  A.  I  think  everything  for  proxies  was  disallowed  ; 
that  is  the  best  of  my  recollection  ;  my  clerk  just  reminds  me 
that  the  account  with  Smith,  the  London  Secretary,  is  in  Lon- 
don, in  connection  with  the  McHenry  accounts. 

Q.  Whatever  payments  he  made  for  proxies  out  of  the  funds 
furnished  him  by  McHenry  of  course  entered  into  the  general 
account,  and  were  paid  by  the  Erie  Railway  Company,  were* 
they  not  ?  A.  I  don't  think  any  of  those  amounts  paid  for 
proxies  were  allowed  at  all. 

Q.  For  instance,  suppose  Mr.  McHenry  paid  Smith  a  thou- 
sand pounds,  and  Smith  bought  proxies,  who  lost  the  money? 
A.  I  really  could  not  tell  that  from  memory. 

Q.  Didn't  you  allow  to  McHenry  in  his  accounts  the  pay- 
ments that  he  made  to  Smith  ?  A.  I  am  not  sure  whether  we 
did  or  not. 

Q.  Did  you  allow  the  item  No.  463  in  McHenry's  account, 
of  payments  to  the  Attorney  General  of  Pennsylvania  for  legal 
services,  =£2,000  ?  A.  I  don't  think  we  did ;  I  don't  recollect 
the  item,  to  begin  with. 

Q.  And  to  Mr.  Frederick  Lane  for  hervices  rendered  in  con- 
nection with  the  Erie  Company,  item  No.  464,  $7,000  ?  A.  I 
think  that  was  before  my  connection  with  the  companj'. 

Q.  The  McHenry  account,  you  say,  is  not  here,  and  the 
Smith  account  is  not  here?  A.  The  Smith  account  is  not 
here,  and  whether  I  have  a  copy  of  the  McHenry  account  I  am 
not  able  to  say  ;  if  I  have  I  will  produce  it  at  the  nest  session 
of  the  Committee. 

Q.  Then  consider  a  call  made  upon  you  for  those  two  ac- 
counts ;  there  is  also  another  name  in  connection  with  the 
London  office  which  I  have  not  here,  but  I  remember  having 
seen  it ;  Smith  was  not  the  only  Secretary  you  had  over  there ; 
who  was  the  Secretary  during  Watson's  administration  ?  A. 
Smith. 

Q.  Was  he  Secretary  continuously  ?     A.  I  think  so. 

Q.  From  the  time  of  the  opening  of  the  Erie  office  to  the 
close  in  London  ?  A.  He  was  Secretary  up  to  the  time  when 
Mr.  Jewett  came  into  office,  and  then  Mr.  Jewett  abolished  the 
office. 

Q.  I  find  in  the  Receiver's  account  for  1876  and  1877  pay- 
ments to  J.  R.   McPherson  for  yardage  and  unloading  cattle, 
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some  $11,000,  therefore,  there  must  be  an  account.  A.  Where 
was  that  taken  from? 

Q.  From  the  court  records.  A.  There  may  be  an  account ; 
I  don't  know. 

Q.  Will  you  look  ?     A.  I  will  look  ;  yes,  sir. 

Q.  And  furnish  a  copy  of  the  account  from  January  1,  1876, 
'down?     A.  Yes. 

Q.  Do  you  remember  the  advances  that  were  made  to  the 
Hillside  Coal  Company?  A.  I  know  there  weie  large  ad- 
vances made. 

Q.  During  the  Keceivership  ?     A.  Yes,  sir. 

Q.  Amounting  to  some  $600,000  or  $700,000?  A.  I  don't 
recollect  the  amount;  there  were  large  amounts  advanced 
under  the  order  of  the  court. 

Q.  They  were  advances  by  the  Receiver,  weren't  they  ?  A. 
Yes,  under  the  order  of  the  court. 

Q.  I  understand  ;  all  that  he  did  during  the  time  that  he  was 
an  officer  of  the  court  he  did  under  the  order  of  the  court? 
A.  Yes,  sir. 

Q.  Now  that  Hillside  Coal  Company  has  an  account  with 
the  Erie  Railway  Company,  showing  the  amount  of  receipts 
from  it,  as  well  as  the  advances  made  to  it  ?  A.  The  Hillside 
Coal  and  Iron  Company  is  an  independent  organization  ;  what- 
ever there  is  to  the  debit  of  the  Hillside  Company  on  the 
Erie  books,  there  is  the  .same  amount  of  credit  to  the  Erie 
Company  on  the  Hillside  books. 

Q.  Of  course  there  is,  but  that  is  not  what  I  am  seeking  to 
find  ;  I  want  to  find  what  is  to  the  credit  of  the  Hillside  Com- 
pany on  the  Erie  books  ?  A.  There  would  not  be  necessarily 
anything  credited. 

tj.  Is  there  anything  ?  A.  The  Hillside  Company,  as  I  told 
you,  is  an  independent  organization,  and  has  a  set  of  books  of 
its  own. 

Q.  That  I  understand  ;  but  you  advanced  $600,000  to  the 
Hillside  Company  during  the  Keceivership  ?  A.  Yes ;  it  may 
be  that  amount ;  I  don't  recollect  the  exact  amount ;  I  know 
there  were  large  advances. 

Q.  This  Hillside  Coal  and  Iron  Company ;  what  did  it  fur- 
nish to  the  Erie  Railway  Company  in  consideration  of  those 
advances — what  security  did  you  get  ?  A.  We  got  the  stock 
of  the  Hillside  Company. 
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Q.  As  security  ;  you  had  the  stock)  before,  hadn't  you  ? 
A.  No  ;  we  had  not ;  I  don't  think  we  had  ;  I  cannot  tell  you 
the  exact  date  when  we  received  the  stock. 

Q.  Among  the  assets,  I  find  that  you  had  it  before  the  ad- 
vances ;  will  you  furnish  the  account  of  the  Hillside  Coal  and 
Iron  Company  ?  A.  If  the  Erie  Company  buys  coal  for  the 
use  of  its  locomotives  from  the  Hillside  Company,  it  buys  it 
as  it  would  of  any  other  company. 

Q.  That  would  not,  of  course,  appear  in  its  accounts,  be- 
cause that  would  appear  in  its  expenses?  A.  It  would  ap- 
pear in  its  revenue  account. 

Q.  In  the  revenue  account  of  the  Hillside  Company  ?  A. 
Yes. 

Q.  Not  of  your  company?  A..  No  ;  the  revenue  account  of 
the  Hillside  Company. 

Q.  But  in  the  case  of  your  company  it  would  appear  sim- 
ply in  your  expenses  ?     A.  Yes,  sir. 

Q.  Was  not  about  $3,000,000  of  the  first  consolidated  mort- 
gage used  for  coal  lands  ?  A.  I  really  don't  remember  whether 
there  was  or  not. 

Q.  Can't  you  furnish  to  the  Committee,  even  without  the 
books  that  are  in  England,  the  account  of  the  first  consolidated 
mortgage  ?     A.  No,  sir  ;  I  could  not. 

Q.  Nor  the  account  of  the  second  consolidated  mortgage  ? 
A.  No,  sir ;  I  think  you  are  mistaken  as  to  the  consolidated 
mortgage ;  there  was  an  issue  of  $12,076,000 ;  about  half  of 
that  was  exchanged  for  the  older  mortgages ;  the  company  did 
not  realize  cash  for  the  whole  $12,000,000,  only  about,  half. 

Q.  The  first  consolidated  mortgage  was  for  $30,000,000,  of 
which  $18,000,000  was  reserved  from  the  first  five  mortgages, 
together  with  the  Buffalo  branch  ?     A.  Yes,  sir. 

Q.  The  other  $12,000,000  was  actually  issued  ?  A.  No,  sir  ; 
of  that  $12,076,000,  now  outstanding,  nearly  half  of  it  was  used 
to  retire  the  old  mortgages  ;  I  want  to  make  that  correction, 
because  I  think  you  have  the  impression  that  it  was  all  issued, 
and  that  the  company  got  the  money, 

Q.  What  mortgages  were  retired?  A.  The  first,  second, 
third,  fourth,  fifth  and  Sterling. 

Q.  The  first,  second,  third,  fourth,  fifth  and  Sterling  were 
retired?    A.  Exchanged. 
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Q.  And  they  were  exchanged  out  of  the  $18,000,000  ?  A. 
No,  sir  ;  they  were  exchanged  out  of  the  $12,076,000. 

Q.  If  they  were,  then  you  have  a  large  excess  of  the  $18,- 
000,000,  haven't  you  ?  A.  No,  sir  ;  because  practically,  five 
millions  of  the  eighteen  were  exchanged  for  the  Sterling  loan, 
leaving  thirteen  millions  in  reserve  y6t. 

Q.  The  whole  amount  of  the  first  five  mortgages,  and  of  the 
Sterling  loan,  together  with  the  Buffalo  branch,  did  not  exceed 
$18,000,000,  did  it  ;  if  it  did,  tell  us  how  much  in  excess  of 
$18,000,000  there  is  ?  A.  The  consolidated  mortgages  were  for 
$30,000,000. 

Q.  Of  which  $18,000,000,  in  round  figures,  were  issued  to 
the  Farmers'  Loan  &  Trust  Company  for  the  purpose  of 
covering  the  first  five  mortgages,  the  Sterling  loan  and  the  Buf- 
falo branch  mortgage  ?     A.  Yes,  sir. 

Q.  That  left  $12,000,000  in  round  figures  ?    A.  Yes,  sir. 

Q.  To  be  put  upon  the  market?  A.  Yes,  sir;  but  of  that 
$12,000,000—       . 

Q.  Why  should,  of  that  $12,000,000,  any  portion  of  it  have 
been  usedfor  the  exchange  already  covered  by  the  $18,000,000? 
A.  I  don't  think  you  understand  it  clearly,  Mr.  Sterne ;  there 
were  sold  of  that  $12,076,000,  $6,446,000  ;  these  were  exchanged 
for  the  older  issues  of  bonds,  to  retire  the  older  issues  ;  the 
first,  second,  third,  fourth  and  fifth,  the  Buffalo  branch,  and  a 
portion  of  the  Sterling,  $5,210,000. 

Q.  Leaving  twelve  million  and  some  odd  thousand  dollars  of 
the  $18,000,00u  ?  A.  That  makes  the  amount  outstanding ;  then, 
there  were  exchanged  of  the  Sterling,  $5,000,000,  making  the 
amount  of  the  first  consolidated  mortgage,  now  outstanding, 
$16,656,000,  which  would  leave  $13,344,000  unissued. 

Q.  That  is  precisely  what  I  supposed  it  to  be  ?  A.  That  is 
my  understanding  of  it. 

Q.  Those  $13,000,000  are  in  the  coffers  of  the  Erie  Eailway 
Company  unissued  ?     A.  Yes.  sir. 

Q.  That  was  intended  to  cover  the  first  five  mortgages  ?  A. 
I  think  it  does  cover  the  amount  now  outstanding  of  the  first 
five  mortgages. 

Q.  And  the  Buffalo  branch  ?     A.  Yes,  sir. 

Q.  Why,  when,  the  second  of  the  first  five  mortgages  be- 
came due  recently,  was  that  extended,  and  not  exchanged  ?  A. 
I  cannot  tell  you. 


1833 

Q.  Do  you  know  the  fact  that  the  second  one  was  extended  ? 
A.  I  know,  from  reading  the  advertisement  in  the  papers,  that 
it  is  to  be  extended. 

Q.  That  it  was  not  exchanged  ?  A.  Yes,  sir ;  I  know  that 
fact. 

Q.  You  cannot  tell  why  that  was  ?  A.  I  cannot,  except  to 
reduce  the  interest ;  I  suppose  that  is  the  motive  ;  it  is  to  be 
extended  at  five  per  cent.,  and  the  first  consolidated  was  seven 
per  cent. 

Q.  Then  the  Erie  Eailway  Company  was  benefited?  A. 
Yes,  sir  ;  T  think  that  is  the  reason. 

Q.  This  Union  Ferry  Company — is  it  called  the  Union 
Perry  Company  ;  the  Union  Steamboat  Company  ?  A.  I  know 
of  no  account  with  the  Union  Ferry  Company. 

Q.  Union  Steamboat  Company  ?     A.  Yes,  sir. 

Q.  That  is  the  Buffalo  Steamboat  Company ;  that  runs  a 
number  of  cars  over  your  road?  A.  I  think  it  owns  some 
cars  that  it  is  running  over  our  road. 

Q.  Three  or  four  hundred  ?     A.  I  don't  recollect. 

Q.  Didn't  you  pay  for  mileage  $853,426,  in  1876  ?  A.  I  don't 
think  so ;  you  must  be  wrong  in  those  figures  (referring  to  the 
paper) ;  that  is  the  stock  of  the  Union  Steamboat  Company, 
owned  by  the  Erie  Railway  Company. 

Q.  How  much  is  the  whole  stock  of  the  Union  Steamboat 
Company?  A.  I  think  it  is  $1,000,000  the  entire  value — par 
value. 

Q.  And  you  own  $853,000  of  it  ?  A.  Yes,  sir  ;  I  don't  say 
that  that  is  the  .par  value  of  what  we  own. 

Q.  Can  you  give  in  round  figures  how  much  of  the  property 
that  came  into  the  possessiou  of  the  Erie  Eailway  Com- 
pany from  Mr.  Gould  was  charged  to  profit  and  loss — actually 
written  off?     A.  I  don't  understand  your  question. 

Q.  How  much  of  •  the  stocks  and  bonds  that  were  taken  by 
the  Erie  Eailway  Company  settlement  with  Mr.  Gould  were 
written  to  profit  and  loss  ?    A.  Written  when  to  profit  and  loss  ? 

Q.  Written  off  ?     A.  Do  you  mean  originally? 

Q.  Since  the  settlement  with  Gould  ?  A.  I  don't  think  any 
of  them  were  written  off  to  profit  and  loss ;  some  of  them  were 
written  off  to 

Q.  Suspense  account?  A.  To  reclamation  account;  when 
these  recoveries  were   made  from  Mr.  Gould  an  account  en- 
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titled  "Eeclamations"  was  credited  with  a  sum  of  eight  millions 
and  some  hundred  thousand  dollars,  and  the  stock,  bonds,  real 
estate,  or  cash  or  whatever  he  may  have  given,  were  repre- 
sented on  the  other  side  of  the  ledger ;  now,  if  the  values  were 
reduced,  or  if  we  parted  with  any  of  those,  or  if  they  were 
worthless,  they  would  be  written  against  the  Reclamation 
account,  not  to  the  debit  of  Profit  and  Loss. 

Q.  Would  not  that  Eeclamation  account  find  its  way  into 
Profit  and  Loss  ?     A.  Not  necessarily. 

Q.  Well,  actually?  A.  No,  nor  actually;  it  reduced  the 
Eeclamation  account  from  a  nominal  sum  of  $8,000,000  to 
whatever  was  charged  to  it. 

Suppose  that,  in  1874,  to  the  credit  of  your  Eeclamation 
account,  stood  $6,000,000,  if,  in  1875,  to  the  credit  of  your 
Eeclamation  account  would  stand  but  $5,000,000,  would  not 
that  million  of  dollars  loss  on  that  account  go  into  the  Profit 
and  Loss  account,  by  a  correct  system  of  book-keeping  ?  A. 
No,  sir,  it  would  by  a  correct  system  of  book-keeping  go  to 
the  debit  of  Eeclamation  account. 

Q.  Wouldn't  it  be  a  loss  on  that  account  of  $1,000,000  ?  A. 
A  loss  on  that  account. 

Q.  And  would  not  in  the  final  account  of  Profit  and  Loss 
that  so  appear  ?  A.  It  would  not  affect  the  Profit  and  Loss 
Account ;  it  would  simply  reduce  the  value  of  the  Eeclamation 
account. 

Q.  Can  you  produce  that  Eeclamation  account ;  that  you 
have,  haven't  you,  on  your  books  ?  A.  It  is  on  the  books  in 
London ;  that  I  know  positively. 

Q.  So  that  we  cannot  get  at  that  ?     A.  No,  sir. 

Q.  Have  you  any  recollection  upon  the  subject  of  how  much 
you  debited  that  Eeclamation  account?  A.  The  balance 
sheets  show  the  whole  thing  ;  my  recollection  is,  it  now  stands 
between  $5,000,000  and  $6,000,000. 

Q.  Have  you  ever  seen  a  lease  by  Mr.  Gould  to  the  Erie 
Eailway  Company  of  the  Opera  House  ?  A.  I  have  no  recol- 
lection of  ever  seeing  such  a  lease. 

Q.  A  ten  years'  lease  for  $550,000  ?  A.  I  have  heard  some- 
thing about  that  lease,  but  I  really  do  not  think  I  ever  read  it. 

Q.  Will  you  produce  it  ?  A.  I  will,  if  it  is  in  my  possession ; 
I  think,  however — I  know,  in  fact — that  it  is  in  the  custody  of 
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the  secretary  ;  I  had  rather  you  would  ask  him  for  it ;  that  is, 
if  there  is  such  a  lease. 

Mr.  Depew  presented  a  statement  of  the  freight  earnings  of 
the  New  York  Central  &  Hudson  River  Railroad  for  the  fiscal 
year  ending  September  30,  1878.  Received  and  marked  "  Ex- 
hibit No.  8,  Sept.  2,  1879." 

Adjourned,  subject  to  the  call  of  the  Chairman. 


